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INDIAN CENTRAL BANKING ENQUIRY COMMITTEE. 

MINUTES OF EVIDENCE 

TAKEN BEFORE THE 

Indian Central Banking Enquiry Committee 

AT POONA. 


FIRST DAY. 

Saturday, the 16th August 1936. 


Present. 


Sir Bhupendra Nath Mitra, K 0 S I , K CIE , CBE (Chdirmdtt) 
Sir Purshotamdas Thakurdas, Iat , C IE , M B E , 

(Vice-Chairman)* 


Mr D P RhaitaIn 
Sir Hugh CoCke, Kt' 

Mr E Y Bushfortu' 

Dr L K Hyder 
M r Mantj Subedar 
M r V Bam adas PantuiIu 
M r W Lamond 


Lila! Harkishan Lab, 

Bar -at-Law 
Mr K W Buckley 
Mr Jadu Nath Boy i , 
Mr G It DeVadha’r, CIE 
Chowdlin Mukhtar Singh 
M r Jamal Mohammad 


Mr V It ArayamudhA Ayangar, CIE, Secretary 


Mr B P Masani, Joint Secretary 


Mr A B Ingram, Mr J B Abei'crombie, f and' Sir Leslie Hudson, 
representatives of the Bombay' Chamber of Commerce ( were examined 

1 Chairman You say'ttiat m the case of pertain cotton' mill compames 
the block is financed by deposits or loans Would you please indicate the 
nature of the sources of these deposits and the rate of interest paid on' 
them? — The deposits are usually deposits from people who have spare 
money and who are interested m the cotton mill industry and who expect 
possibilities of a good return for their money On those deposits the rates 
of interest vary from 4^ to 6h per cent Loans would’ be m the forni of 
cash credits on liquid assets ‘from the 'banks, a certain proportion of deben- 
ture issues,’ and loins from managing agent’s 
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2 You say that capital is not easily forthcoming foi long tenn invest- 
ments jn industries and suggest that one method of mobilising the capital 
is the formation of investment trust companies and issue houses Will 
you kindly state what steps, you would suggest, should be taken foi 
forming such institutions and what action Government might usefully, 
take in this connection?— I take it, Sn, that investment tiust companies 
are very largely the aggregation of pnvate wealth and investment trust 
companies are usually started on pnvate capital I am not awaie what 
Government assistance is given to such investment trust companies if they 
ejjst, but I believe that m England udiere investment tiust companies do- 
exist’ to quite a eonsideiable extent no Government assistance is given 
They cany on from then own lesources 

3 You have not dealt with issue houses Have you anything to say 
about them’ — I am afiaid that I have no peisonal knowledge of issue 
houses Theie is nothing to correspond to them on this side of India that 
I am aw'aie of 

4 It is perfectly tiue that there aie no issue houses m India, hut vou 
recommend the formation of issue houses foi mobilising capital and I 
wanted to know whether you have any suggestions to make foi the forma- 
tion, inter alia, of an issue house and wdiethei you think that Government 
might take any useful action m this connection’ — I think the ansuei to 
that, I take it, is that an issue house comes undei the same categon ns an 
investment tiust company I have had no experience of investment trust 
companies on the Continent and I do not loiow wdietlier they get Govern- 
ment assistance It is difficult to see exactly how Government is going 
to support investment tiust companies which are in themselves private 
capital companies 

** 

5 Do you feel that without any Government assistance these institu- 
tions will giow up in India’ — That may be looked upon as a possibility 
of (he growth of banking and investment habit 


6 Besides the formation of investment tiust companies and issue 
houses, have you any other suggestions to put forwaid with a view to 
mobilising capital for industrial development? — The piesent managing 
agency system is, to a certain extent, of a mobilising character I take 
it that the managing agents m the first place when a concern is staited 
(I am talking particularly about cotton mills) may themselves put then 
own money into it and their ciedit attracts capital from then fiiends and 
others who are awaie of the standing of the managing agents I have 
also heard it suggested that m regard to mobilising capital undei certain 
conditions the services of banks themselves might be biought into use 
I believe that is the case m Germany wheie the banks support industrial 
issues and a bank or group of banks is usually to be found on the pros- 
pectus of such mdustnal issues, who to a certain extent guaiantee them 


/It has been suggested that investment tiusts and issue bouses are 
altogether novel ideas m India and that it is not possible to get public 
subscriptions for such institutions from the Indian public Will sou let 
the Committee have vour views on this point 9 — I think I have already said 
Su, hat it is a fact that these investment trusts and issue houses are- 
novel ideas But I do not feel that even in Euiope and America they 
were m existence a very great number of years ago and it seems to me 
to be a matter for the public to become educated in the methods of 
obtaining capital for industry before they are staited in this country 
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8 Could you please tell me whether m Germany and Ameuca they 
had industrial banks before they started investment trusts'? — I am not 
aware of it 

9 It has also been pointed out that the amount of experience, know- 
ledge, financial skill and acquaintance with international monetary condi- 
tions requued on the pait of issue houses is very great and that it is 
hardly likely that you can have any issue house in India foi a good many 
years to come What is your opinion on this view of the situation? — 
Theie is a gieat deal m what you say In England theie aie financial 
trusts and their gieat point is that they do not invest much money m 
any one fine of commodity or m any particular country and that is a 
great safeguard "We aie quite piepared to admit that if you have an 
investment trust company, there always will be the dangei that ail their 
investments will be m this countiy and will be hable to say, bad mon- 
soons and similai troubles But we feel that these investment trust com- 
panies will be the outcome of surplus capital m the country which wants 
to find an investment and they wall be prepared to hand ovei then money 
to people of recognised standing who may be able to secure them better 
investment than they do themselves, and w-e do feel that theie is a lutuie 
m India for these investment trusts 

10 Why do you from that point of view 7- give preference to an invest- 
ment trust or an issue house over an industrial bank modelled on the 
lines of the banks, say m Germany, the United States of America or 
Japan? — Because as Englishmen brought up from the English point of 
view we feel that mdustiy must supply its ovm capital It is no function 
of a bank to pioduce the capital to start an industrial concern 

31 You refer to what I may call the conservatism of the Englishman 
Would you like to modify that statement m view of lecent developments 
m England? — In what respect? I do not know of any industrial bank in 
England 

They have formed there recently the investment and security trusts 
corporations In fact the Bank of England is giving them some sort of 
support? — I have no knowdedge of that, Sir But if it is an investment 
corporation, the banks, if they are satisfied with the means and standing 
oi the investment corporation, would be prepaied to advance money We 
feel that industries should start with capital of then ovm When they 
develop, thej wall have assets, hquid and otherwise, which they w*ould 
be able to discount with the banks, but primarily an industry must be 
started with pnvate capital and private enterprise I admit that is the 
English point of view 

12 It has been suggested that as you cannot have investment riusts 
or issue houses, the only alternative is to have an industrial bank You 
have practically answered that you do not support the idea of an industrial 
bank m India? — For leasons stated 

13 What are the reasons to which you are referring? Are they given 
in the memorandum? — Please see my leply to Question 4, Section I 

14 But there aie no reasons given there practically As I understood 
you now, it was because you hold very firmly to the conservative views 
of the Englishman on the subject that you do not advocate the establish- 
ment of industrial banks m India m spite of the practice m Germany, 
the United States of America and Japan among other countries Am I 
correct m this? — To a certain extent I would rather put it in another 
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way The leason we oppose industrial banks is that we feel it is no con- 
cern of a bank to start an industry We do not feel that an industry 
ought to be staited unless people aie piepaied to come foiward and put 
up the money It is no duty of a bank to gamble m mdustnes 

15 Aie the two things the same foi a bank to stait an mdustiy and 
foi a bank to find money for the development of an mdustiy ? Tor ex- 
ample, you began by talking of the Bombay Cotton Mills They have 
been started and tliev may want additional capital for development It 
is not a question of industrial banks starting an mdustrj It may be a 
question of the mdustnal bank pioviding additional funds foi the deaelop- 
ment of an existing industry I quite ngiee it may be the othei thing 
also viz , an mdustnal bank piovidmg money foi the starting of an mdustiy, 
but theie is the otliei aspect too — Do not the ordmaiy banks m India 
piovide sufficient funds ? 

16 I think that is what you youi selves said and that is why you 
yourselves suggested the establishment of investment trust companies and 
issue houses m your answei to Question I (a)? — I do not see any reason 
whv you should call m an mdustnal bank if the facilities for then deve- 
lopment aie given by existing banks The fact that capital has been 
privately subsenbed gives sufficient guarantee foi an advance foi further 
development, whethei it is done by an mdustnal bank or any othei bank 

17 In your answer to Q 1 you say “the supply of capital foi industrial 
development m India is somewhat hmited and until capital is more easily 
forthcoming, etc ” If that statement had not been made and if you had 
state d that m voui opinion the supply of capital is adequate and the 
sources fiom which that capital is to come aie also adequate, it would 
not have been neeessaiy for me to put these questions Your Chamber 
admit that the supply of capital is somewhat limited and they themselves 
suggest certain methods by which the supply might be bioadened There- 
fore I ask you if there are difficulties m the way of estabhshment of 
investment trusts oi issue houses m India, what objection would there 
be on your part to the establishment of industrial banks? Now the answer 
to that was the n atui al> conservatism of the Englishman on these matters 
That, as it stood, was a sufficient answer But when I lepeated whether 
that was ynui only answer, I was told' that there weie other reasons All 
the reasons I can findt aie those given- m answei to Question 4 of Section I 
To that I shall come pretty soon Foi the moment I want to know 
whether, apaib horn the natural conservatism of the Englishman m this 
matter, there was any other reason winch' made the Bombay Chamber 
object to the idea of the estabhshment of mdustnal banks in India — 
The reference to the limited capital of couise w r as pnvate capital There 
has been sufficient capital foi the development of mdustnes, capital m 
the hands of companies, and banks 

18 Not only that We come later on to wliat you say “it is per- 

fectly legitimate to find a portion of this* finance lequired foi block by 
means of a debentuie loan but this form of finance is not as popular in 
Inffia as elsewheie Therefoie you also lefer to pnvate capital from 

shaieholdeis Is not the view of the Bombay Chambei that' The sources 
of oiipply of pnvate capital aie limited oi the supply itself' is hmited? — 
The debentuie capital ig not necessarily; pnvate capital 

19 You say that debenture 'loan is not as popular in India ns elsewhere , 
due to the small prospect of appreciation m value winch is the favourite 
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consideration for a large pioportion of the Indian public What will be 
jour answei to the cntic who says that the shyness of Indian capital is 
due to conservatism and want of confidence m industrial enterprises 
rathei than to a laclc of prospect of appreciation m value of stocks and 
bonds ’ — I think it is a fact that debenture loans, m so fai as Bombay 
is concerned, have not been, shall we saj , fashionable A mill which is 
eneumbeied with a debenture loan, has not the same full credit which the 
banks as a concern without a debenture loan attached to it has In 
regaid to the shyness of Indian capital, I think that theie is certainly moie 
than one class of imestoi m India, and the conservative mvestoi, veiy 
largely m the mofusstl, who has not been m contact with the industrial 
centres, who has not lived m Bombay and who does not know the 
existence of these industrial concerns will invest his money m savings 
banks, cash certificates and so forth, knowing that he has the guarantee 
of the Government behind him and therefoie his money is perfectly secuie 

”20 But heie you do not lefer to the question of security, you lefei to 
the piospect of appreciation — I did not lefer to the othei class oi investors 
who have been m contact with industrial concerns and who have seen the 
success of those mdustnes grow fiom small things to very big ones, who 
put their money in the concern with the idea that they weie going 1o get 
large appreciation of capital 

21 Theiefore your answer comes to this that the objection of the 
investing public to invest m debentures really arises from the reason 
which I suggested, that is, the shyness of Indian capital The investor 
does not know whether his investment will produce a pioper return or 
not, i e j it is a safe investment It is not so much a question of appre- 
ciation of value — The fact remains that debenture issues have not been 
a popular form of investment m Bombay 

22 I am quite prepared to admit that I was simply trying to explore 
the reason foi the unpopularity Youi Chamber gave as their reason for 
the unpopularity the small prospect of appreciation m value and I was trying 
to find out whether that was the only reason As it is, the answer 
which you previously gave practically brings out my own point that it is 
not wholly that, it may or may not be partially that, but ceitamiy one 
important reason is the shyness of Indian capital which anses from doubts 
as to the safety of that particular form of investment — The point is that 
debenture has not got the possibility of appreciation, because of its fixed 
rate of interest 

28 If the leal reason whj debentuies of this class have not \et 
attracted much attention from the investing Indian public is that they 
are doubtful about the security of the investment and if an industrial 
hank properly conducted and properly organised might have the effect of 
removing that mistrust on the part of the investing public m this particular 
class of investment, w r ould not something be gamed by the establishment 
of such an industrial bank’ — Certamlv it wall be 

24 How will you also explain the large amount invested by the public 
m India m Government loans, savings banks and cash certificates’ That 
really bears on your point about small prospect of appreciation m value 
The prospect of appreciation m value of these Government securities aie 
very doubtful, even so they attract large investors The answer you 
brought out m connection with the previous question is really the safety 
of the investment which makes the public anvest m these particular forms 
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of investment Therefore I do not think I need pursue the question 
further? — Theie is one point that Government securities aie much more 
readily convertible If you want to sell, you get the money immediately 

25 But m regaid to shaies quoted m the maiket, can jou not get them 
sold as readily as Government securities ? — Ceitamly not 

26 Sv Pinshotavulas Thahurdas Do you thmlc Government secuuties 
are moie populai and tkeiefoLe theie is constant demand for them? It is 
not the same with shares — Government secuuties must be the moie 
popular foim of investment 

27 Peihaps you will agLee that countnes where imestment tiusts 
have woiked till now in the manner quoted by you aie countues winch 
contiol tiien own fiscal policy The countries adjust then fiscal lequire- 
ments accoiding to the lequuements of their industries — That is so 

23 In India where that has not been the case, the sluewd investor 
who is in the know of the effects of the handicap of India’s fiscal policy 
would naturally feel shy I put it to you if you are asked to mvest m 
debentuies in a new industry, beaung in mind that there is competition 
from outside m dumping, you vould thmlc twice befoie you invest — 5 'hat 
must follow 

29 Theiefoie the loot cause is, if I may put it that way, not what 
you say in answer 4 of Section I, namely “Attempts in this dnection such 
as the Tata Industrial Bank m the past have shown that the economic 
development of the countiy is not yet upe foi this type of specialized 
Bank”, but it may be moie collect if we change the words “that the 
economic development of the countiy is not yet npe foi” into “that the 
fiscal policy of the country does not admit of” — I do not know if vc can 
.accept that 

30 I wish to understand your point of view' If you change the w r ords 
as I have suggested above, theie wall not be much difference of cp^mon 
between what the Indian commeicial community have been uigmg and 
what you to-day have pointed out — I think it is lathei a difficult question 
to answei as it laises matters of fiscal policy which w r e have not consi- 
dered m connection with this Banking Enquny 

31 Let me put it to you in another u r ay Duung the penod of the 
boom aftei the wai when mdustnal concerns gave handsome dmdends 
langing fiom 20 pei cent to wdiatever 3 ou would like to put it at, I think, 
that at least Sir Leslie would be able to bear me out that, it was easier 
to float shares than debentuies Theiefoie if an industry is known to be 
in a position to earn a leasonable dividend and if the fiscal policy of the 
Government peimits of an mdustiy being piotected when theie is keen and 
remunerative competition from outside, the investing public would not be 
so shy, for then shyness is mainly due to the fiscal policy of the Govern- 
ment of the country which is leally at the bottom of mdustnes not flouiish 
in g 

Let me give you another instance In other countries insurance com- 
panies invest their surplus funds m debentuies of fiist class industrial con- 
cerns In India no msuiance company, which works on reasonably cau- 
tions lines, has yet taken to this You cannot put this to the oft men- 
tioned shyness of the Indian capital I think you will agree that it is due 
to their not feeling safe in investing m debentures of companies the fate 
Of which is dependent upon the fiscal policy of the Government of the 
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country — I should like to piove less intransigent m the matter of answer- 
ing these questions But I know nothing about these insurance com- 
panies 

32 Are all the investments of msuiance companies m England, first 
class insurance companies, lestncted to Government stocks? — No 

33 Then why this difference between England and India? — They 
are pichibited from investing m other than tiustee securities In other 
eountnes debenture stocks aie rated as tiustee securities 

34 What I am trying to bung out is that if the intelligentsia of the 
country could trust the fate of industries, this shyness or conservatism 
which you now see would not be perceptible — Piobably not 

35 Chairman Is it collect to say that m any othei country Tie people 
who would lik e to invest m the debentures of an mdustnal company have 
not thought of the profits to be earned by those debentures? Is theie any 
automatic piocess by which the Government take action to b&cure an 
adequate letum of intei est on those debentures? Piobably if you have not 
thought about it, you might not like to answer that question either — I have 
no knowledge 

36 You say that the system of financing by managing agents is dangei- 
ous of abuse Will you kindly explain a little moie fully what you 
me an? — The reason for that statement was — and ‘abuse’ possibly is not 
the correct word to use — that managing agents themselves were investing 
their own money m these companies Whilst every thing goes on smoothly, 
things are all right If moie money is required by the concern the 
managing agents may veiy often continue supplying the money themselves 
That may go on to a considerable degree Later on, conditions alter and 
the industry or the particular concern may come up against bad tunes and 
the managing agents may find themselves compelled to find more money 
to suppoit the industry I think, Sn, that that was the mam reason at 
the back of this expression — ‘dangeious of abuse’ — which should not have 
been the term used 

37 You say that m Ahmedabad, wheie conditions diffei, the practice 
of financing floating capital by means of deposits from the public has 
proved to a large degree both economical and satisfactory Will you 
kindly explain to the Committee the difference m conditions between 
Bombay and Ahmedabad? — Here, Sn,, I must go by information leoeived 
and that is that m Bombay the method of finance has, at any late of 
late years, been largely by cash credits on liquid assets, wheieas the 
success of the Ahmedabad Mill industry has enabled them to have a call 
on the public such as has not been possible m Bombay 

38 Theiefore it is not a question of abuse It is purely a question of 
the letum on the capital invested by the public Eiom what you have 
told me, I gatheied the impression that m Bombay the confidence of the 
public who used to deposit money with mills has been shaken by the 
diminishing returns of the mills, while m Ahmedabad where the returns 
have not diminished to the same extent as is the case m Bombay, these 
deposits have contmued — Well, Sn, the conditions differ by the fact 
that deposits from the public are available and obtainable m Ahmedabad 
wheieas, owing to the conditions m Bombay, I am given to understand, 
they are not so easily available now 

89 That practically brings you to my point, namely, that it is not 
so much a question'- of different conditions as a question of difference in 
the returns 
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An Mr Devaihar Does the same lesson apply to Sholapur 5 — So far 
„ f "Lfre »ion s are s.m.lai m Sholapur My informal,® * 
purely™ om hearsay and therefore >t should not be taken as more than 

mere hearsay ,, 

rll Chairman You say that rates of mteiest vary in relation to the 
seasonal r^nd fall of the Imperial Bank rate In a later answer you 
say that m piesent conditions it is not unusual to have anomalous situa- 
tions of the Imperial Bank rate being 6 pei cent with money at call un- 
lendable at 2 pe ? i cent Bo you think that this is a satisfactory si nation 
from the point of view of industrial enterprises ?-It is not a satisfactory 
situation, but it is one that is common to all countries, piobably to a lesser 


extent 

42 You say that banks give advances, among other things on the 
security of liquid assets and goods It has been suggested that it is the- 
practice of banks to have the goods m their own godown and that the 
practice is not populai on account of the publicity, which prejudicially 
affects the prestige of industrial undertakings Will you tell the Com- 
mittee your expenence in the matter ?• — It is common practice in all 
countries, and we do not feel that it m any way prejudicially effects the 
prestige Most people have to borrow capital foi then seasonal require- 
ments 


43 You say that the failme of the Tata Bank has shown that the 
economic development of the countiy is not yet upe for this tope of 
specialised banking Will you kindly tell the Committee what you consider 
to be the causes of the failme of the bank? — I should ratliei not answer 
this question, as this is not a matter winch we had sufficient opportunity 
of studying Therefore what we might say here might cause difficulties 
My inference naturally is that the countiy is not npe for this Kind of 
banking 

14 It has been suggested that the Tata Industrial Bank lacked many 
of the features of an industrial bank, notably , the issue of long term 
debentures and a staff competent to advise the bank on industrial pro- 
positions as such Would you kindly tell the Committee whether there 
is anvthmg in this suggestion? Probably your answ'er wall be tbit you 
have had no opportunity of studying the question — Yes 


45 Bo you think that any senous effort hag so far been made to have 
a well-conceived, well-managed and well functioning industrial bank? — 
No, I do not think any serious effort has been made 

46, You say that your Committee have not observed any trade m 
which credit facilities are not adequately provided for by the exchange 
banks Are the Chamber aware of the strong opinion to the contrary held 
bv the Indian mercantile community ?— We have only heard it stated but 
we know of no trade which does not enjoy adequate credit facilities 

47 You say that it is questionable wliether licensed warehouses are 
at present a practical proposition owing to the great diversity of .he crop* 
grown in the provinces and the large capital outlay involved As 

“ e TLi: h ri d io r 
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sajmg that it was not a piactical proposition, the intention is not to infer 
that such \\ mchouses would not be a benefit to commerce, especially 
internal conimeice, but lather that the question of laismg money for the 
erection of a vast number of warehouses would be, at my late n the- 
begmmng, a difficult matter I shall go on to say that we do realise that 
if they could be furnished, such warehouses would be of great assistance 
to trade and m the moving of the crops of the country 

48 To avoid the difficulty of the diversity in the crops grown m India 
it hah been suggested that a scheme for tiammg, exa minin g and certifying 
or licensing measurers or gradeis should be formulated by Government 
and brought into operation as soon as warehouses are established Will 
you kindly tell the Committee how far you think such a measure will remove 
the difficulty pointed out by you? — The difficulty is removeable bv other 
means than by providing measurers or giaders The difficulty is one 
more of finance than of the gieat diversity of ciops The provision of 
hcensed measureis or graders would, without doubt, be of great assistance. 

I think 1 am light m saying that the system of giadmg m cotton has 
always been of considerable assistance to that industry and that the ex- 
tension of grading to other agricultural products of the countr\ would 
doubtless be of great use to the producer 

49 To that extent you qualify \oui first stalement that finance only 
is lequired — We feel that the finance which would be requited to finance 
these warehouses would be of great magnitude and that was why we 
suggested that it would not be a practical proposition 

50 Would it not be necessary to piovide for the grading of the produce? 

- — I have ^aid that grading would be of assistance to the pioducer He 
shoued get a better price of the crop if it weie properly graded 

51 Would it not lead to practical difficulties if all the crops were stored 
together 0 — That would depend upon the size of the warehouse 

52 Are there any difficulties m establishing warehouses foi the storage 

of manufacture! goods? — (In the ports or elsewhere? — In the ports ) I do 
not see any difficulty • 

58 In regard to the question Have you any suggestions to make with 
a view to meeting the difficulties mentioned by you which stand m the 
way of the establishment of warehouses ? Your answer is that the difficulty 
is one o f finance? — Yes 

54 It has been suggested by one of the Provincial Banking Enquiry 
Committees that Hallway administrations may be asked to have warehouses 
at select id radway stations where proper control may be exercised ,Have 
you any views on the suggestion? — Except that Hallway companies with 
the experience which they have of warehousing conditions ought to be 
able cc provide conveniences m that way 

55 Therefore you support the idea? — Generally speaking, yes 

50 You suggest that any form of control or inspection of banks by 
Gpvernment may detract from the responsibility of the management 
yyhat will be your answer to the critic who says that such inspection and 
control by Government now obtains m various countries of the world like 
the United States of America, Canada and Japan, and that such control 
and mspecfjcn are necessary m order to create confidence m the minds of 
the public in a country like India where banking is very backward ? — The 
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onus of fraud should not devolve upon tlio pnvate auditor The response 
tbdity of the managers and directors cannot be imposed upon the auditors. 
It must Ip joint lesponsibility 

57 Sir Purshotamdas Thai w das Yom point is that Government audit 
should not leduce the responsibility of the management of the bank xou 
have no objection to Government audit? — No 

58 H utnman It has been suggested by some witnesses that one of 
the runejpal causes of bank failuies m India m the past was rrns-manage- 
ment and fraud by those connected with the management and that these 
failures might have been prevented in time if there had been some kind of 
supervision and control by Government Will you kindly tall the Com- 
mittee what you think of this suggestion? Of course you are m favour 
of that sort of control’— Yea, so long as it is a recognised toim of audit 


59 Are you against any foim of Government control which does not 
'■detract fiom the responsibility oi the hank management 9 — No, we are not 
against joint responsibility 


GO You suggest the registiation of all institutions calling themselves 
‘banks’ and the piescnption of certain regulations legardmg the minimum 
amount of paid, up capital, etc You do not think that bankcis need be 
similarly regulated Will this not result m many of the smaller banks 
which you intend to legulate avoiding the name of ‘bank’ and styling 
themselves as ‘bankeis’ 9 — -It would be to then detnment if they do so 
I think the private banks would not command the same lespect «s register- 
ed hanks v ould 


61 In what respects would they suffer 9 — I think they would suffei in. 
status to some extent Registration would involve compliance With ceitam 
restrictions and if some banks avoid registration, it means that they are 
not m a position, for example, to give the minimum amount of capital 
necessary for legislation 

02 Would. tliej impiove then status by legislation? — Yes, that is 
whit I mean 


68 I am soiry I do not quite follow you These uniegisteieo banks 
are already doing then business Will the meie change of then name from 
“bank” to “banker” in any way leduce the business actually done by 
"them 1 — Not necessanly, but it may leduce the confidence of th> investing 
public 

04 If they desenbed themselves as “bankeis” instead cf “banks”? — 
Yes 


65 In the case of Messrs Cox & Co , they call themselves as Bankeis 
and Shipping Agents Because they style themselves as bankeis do they 
lack public confidence?— That is not what I mean When these banks 
will be subjected t-o a control by a new agency or legislation that is likely 
to come in India very shortly, there is bound to be some diffeience between 
a legisteied and an un-iegistered bank 

;n m M«fiTc S ,X“S S S o‘ ll “ t 5 ° U iefer *° em ' rmt bablbt,8S t0 t,,e I"* 1 ' 0 


■j. 17 bl \ Lh a reberve * s required under any scheme of a Reserve Bar 

witVMP t la t Banl£ ’ 'K’ould you require m addition any reseri 

witn the firms themselves 9 — Not necessarily * 
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r,8 l'ou lefer to special conditions legaidmg audit being diawn up to 
■apply to recognised banks entitled to ceitam privileges flora the Reserve 
Bank Will you kindly explain a little moie fully wbat conditions legardmg 
audit you have m mind’ — We expected that these conditions would be 
laid down b^ the Reseive Bank, if it is formed 

69 But, have you anv suggestions to make m regard to any such 
conditions'* — No, I cannot elaboiate it any further 

70 Y in say that jou aie not m favoui of anj r legislation defining the 
spheie of operations of the vanous classes of banks m India as that would 
reduce the competition among banks and stand m the wav of providing 
the countr\ with sound banking institutions It has been suggested by 
one witness dial there is at piesent an unhealthy competition between the 
foieign exchange banks and the Indian pint stock banks and that unless 
there aie restrictions imposed on the bonowmg poweis and business of 
foreign banks, the future of Indian pint stock banking does not seem very 
'blight Have vou anj thing to say m legaid to this line of argument 0 — We 
know of m competition The Indian pint stock banks oftei higher rates 
of interest on the deposits leceived by them than the exchange banks By 
this means, the pint stock banks should be able to attiact moie deposits 

71 But does not the vei;y fact that the Indian pint stock banks have 
to oifei higher lates of mteiest than the exchange banks work prejudicially 
against then own interests’ — If the depositois aie willing to accept a 
low ci late of mteiest, then it only ledounds to the ciedit and mtegiity 
of the bank The unhealthy competition is appaiently on the pait of the 
Indian pint stock banks themselves So fai as I could see, the foieign 
banks are not responsible for the unhealthy competition They rue only 
oftei mg a lows, late of mteiest on then deposits 

72 Competition as between a bank woth very stiong resources and a 
bank with limited resouices well piejudicially affect the raleresos of the 
latter, will it not’ — Piobably, it is unhealthy for the bank which pa,ys a 
highei late of interest We are not really aware that there is unequal 
competition Of couise, one thing might be said, that the younger hanks 
will be always at a disadvantage against older banks 

73 You say that any attempt to hcense foieign banks will be m the 
nature of a restriction placed m the way of expansion of banking m India 
It is suggested bv some witnesses that some kind of control is exeicised m 
other countries like the United States of America, Germanv, Italy, etc , 
by a sjsfcem of licenses issued by Government authonty Will you kindly 
let the Commit 1 oa have your views on this suggestion? — Any attempt to 
hcense the kieign banks would be detrimental to the existing foreign banks 
m India and it does not seem to be an essential thing + o hcense them 
because thuv assist India’s external trade and well continue to do so 

74 Bui vou know some contiol is exercised ra some countnes like 
Geimany, United States of America, etc ? — But the hcense charges m 
those countnes aie not prohibitive I do not think that any foieign bank 
m India wall object to pay any license fees I do not know if the sugges- 
tion is to restnet all the existing foieign exchange hanks, oi only those 
that migiro come into being m future, and if it is onlv the latter I have 
no objection to that being done, as India is aheady ovei-oanked 

75 What do yiu mean by “over -banked” at piesent? — I mean so far 
as the foreign exchange business is concerned, we have got any number 
•of banns at the ports now r We admit that banking development can be 
earned out ra the mofussil with advantage 


76 It js undeistood that an Great Britain, a firm legists ed in a foreign, 
country desnmg to establish business m Great Bntam has to comply with 
leqiuiements closely following the obligations imposed upon Companies 
registered m England Aie you m favour of similai arrangements being 
made m India’ — The conti ol m England oi Gieat Bntam is moie or less 
governed by the Board of Trade which has a lot to say with legard to 
employ meui of the Nationals m the foieign companies that are established 
theie " We think it essential that any banking business establishing itself 
m this eountiy should confonn to the laws of the countiy 

77 With lefeience to youi statement chat legislation should piovrde 
for a minimum cash capital in pioportion to authorized capital befoie a 
bank commences business, will you kindly say how you would fix that 
minimum" — It is rathei difficult foi us to lay down any definite peicentage 
Generally speaking, 50 pei cent might be suitable 

78 You have given the pnncipal causes which, m vour experience, or 
observation have led to bank failuies m India Do you think that 
any of tie causes mentioned by you is peeuhai to India ’ — No I think 
they aie common to all countnes 

79 Ansmg out of your answei, may I ask whether you think that 
legislation regarding some of the matters such as maintenance of reseives, 
payments of dividends and investment of bank funds, would be useful 
to prevent bank failuies 0 — I do not think too much mterteience by Gov- 
ernment is wan anted m such matteis 

80 You say that the liquidation of banks can hardly be a matter 
for legislation I undei stand that in Canada provision is made m the 
Bank Act foi the Canadian Bankers’ Association taking chaigo of a bank 
which fails to meet any of its liabilities as they accrue and that +he bank 
is wound op only aftei the curator appointed by the Bankers’ Association 
finds it impossible within 90 days to restoie the solvency of the bank and 
that duimg those thiee months the stock-holders aie given a chance by a 
provisnn in the Act to raise funds and restoie the bank to solvency Do- 
you think that a similai provision wall be useful m India? — We doubt the 
possibility of improving a bank whose credit is impaired Ciedit once 
impaired .s very difficult to restoie Even under such a Provision under 
the Canadian system, it would take a very' considerable time before the 
credit once lost could be le-estabhshed and we still think re-establishment 
would be doubtful 

81 Do you think that there may be advantage m adopting this Canadian 
svstem m India ’ — Our idea is that when the Deserve Bank comes into 
existence, it might assume these duties 

82 I am not refeirmg to the agency which will deal with such matters 
I inly want to know whether the Bombay Chamber of Commerce would he 
able to say whether such arrangements as are provided for m Canada would 
be of any benefit to India’ — At the moment I do not think that any 
Bankers’ Association could be formed in India which could be compelled 
to deal wnth tany bank which is m danger of failing 

8.-5 Am I correct m understanding your answer to be as fellows — That 
you aie in favour of the procedure itself but you do not think it will be 
possible at present to stait m India a machinery like the Canadian Bankers' 
Association and that you think that the machinerv for w'orkmg the procedure- 
should be the w'ork of the Deserve Bank when it is established m India — 
Yes, that is so 
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84 You' say that bhe Exchange banks diaw then staff fiom their heme 
•Gflices In a latei answer, to question 7 under “Geneial Banking Oigam- 
.■sation” \ ou suggest that lates oh interest on advances by hanks can be 
brought down by increasing giadually the proportion of trained Indians of 
.sufficient experience m the banks Eiom this point of view would you 
advocate the Exchange banks following a policy similai jO that of the 
Impen&l Bank and eneouiagmg the training of Indians >n theiL institu- 
tions ? — We did not quite say so m out an swer We have lofened to th'e 
cost of management and not to rates of mteiest 

85 Will not cost of management leact on rates of interest’ — Yes 

86 I am quite walling to collect my question to that extent’ — Of 
couise it is a minor mattei As a matter of fact the Exchange Banks aie 
doing so now The most successful Indian joint stock bankei of today 
received his training fiom an exchange bank An Indian boy is under- 
going tiammg m a London Exchange Bank now 

87 You say that banking development means the substitution of 
wesfe’ nisei! system of joint stock banking for the existing net work cf 
indigenous shroffs and sahukarS Is it the view of the Chamber that these 
indigenous bankers should be completely leplaced’ — We have not made 
■any suggest on that the indigenous bankei should be completely replaced 
He serves a« a useful link between the cultivator and the market 

88 YoU' have; referred in youi answer to the present position under 
Which' anomalous situations arise m which Impenal Bank rate stands 
much h’gher than' money at call What is your remedy for this state c? 
affans’ Will the establishment of the Reserve Bank m any way help to 
improve this position? — Presumably it" would Some means of utilizing 
surplus funds 'such as short teim 1 Treasury Bills by th'e Government would 
he required' 

89 It has been suggested that a link between the indigenous bankei s 
and' the other joint stock banks m the country may be established if the 
indigenous bankei s weie encouraged to accept bills which may be paid 
by iHe othei banks as shoit dated investments Have you devoted any 
•thought to this subject and can you kindly give the Committee the benefit 
of> y<vui views ’—Our answer to question 2 undei Section' Y (Geneial Bank- 
ing Organisation' and' Money 1 ' Market) covers this We consider theie is 
■considerable facility at present for' rediscounting liwidts 

90 You say that the bank rate should be entnely dictated by the 
exigencies of the money situation m India and should m no way be subject 
to control by the Government of India It has been suggested that m 
present conditions when Government is entrusted with the working of 
the currency system, it is not advisable foi Government to keep aloof, 
Seeing that changes in the bank late affect the cunency leserves of the 
country Have you anything to say about this line of argument’ — Our 
•answer to tins question is that the regulations of the bank should be 
carried' out by the committee of the Cential Boaid of the Impenal Bank 
of India and that the bank rate should be legulated accoidmg to the exi- 
gencies of the money situation It should not be subject to anv control by 
-the Government of India We admit such interference by the Government 
has been found inevitable m extreme cases fiom international crnsidera- 
tions itt England and' the United States of America If it is found under 
any extreme circumstances absolutely necessary for the Government of 
India to interfere, they might advise the bank accordingly 
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91 Among the suggestions put forward by your Chamber for ensuring 
gieater stability of banks, you refei to the restriction of busmess of banks 
to bona fide banking busmess Will there be any difficulty m defining 
what ‘ bona fide banking business” means? — I do not think that there is 
any difficulty m defining it It has been usually made clear m all banks’ 
advertise nents 

92 Apparently vou would accept as “bona fide busmess” all business 
which a Lank canies on undei its piospectus Fox example, cextam banks 
cairy on a trade m addition to banking busmess — If it is declared in the 
prospictus, it should be “bona fide busmess” 

90 You do not think it necessaiy to define what “bona fide’’ banking 
business is — No, I do not think so 

9-1 You say that the giowtli of banks of the necessaiy experience and 
vision to command confidence can only be gradual Will vou tell the 
commiutex whether the giowth of such confidence can m any way be accele- 
rated bv legislation piovidmg foi some control and supervision cf bunks? 
I ihmk ;cu have apparently admitted tins aheadj — I say that legislation 
would issist much The Beserve Bank would hold then deposits or a 
ceilam peicentage of cash against their current liabilities They n ust 
show commercially sound balances 

95 Fo. the puipose of keeping sound balances, you say that legislation 
is lcquncd But you stated befoic in reply to my pievious question that 
the banks do not requne any contiol or supervision or interference with 
then management What do you say to this? — My leply aheady given is 
quite satisfactory to this question 

98 You say that theie is a deaith of bills in India due piobanly fo the 
absence of a legulai discount market It has been suggested that banks 
do not realise the importance of investment m bills and that the bill habrt 
will be gieatly developed if banks weie to reduce their chaiges for dis- 
counting bills Will you kmdlv let the committee have your view r s cn 
this suggestion? — I liave aheady stated that banks provide sufiicient 
facilities foi discounting bills If they lower their rate of interest, it 
will naturally encourage business 

97 It has been pointed out that the establishment, of licensed ware- 
houses ni'ght help the creation and promotion of a bill market You say 
that there is .aheady an adequate bill market and that arrangements about 
re-discounting aie adequate That is your view Is it not? — -Yes 

98 If that is so, is your answer in accordance w r ith Tv hat vou x.ry later 
on 9 'If m future, agricultural produce can be financed by bills drawn 
against commodities either whilst m the field oi m transit, a bill mailcet 
might come into being ”? — Yes, Sn What w r e say there is regarding 
futiue times At the present moment the payment of the crops m up- 
country jS made by the exporters who send cash to their agents un counfiy 
As tr ide expands, the financing of agricultural products by banks by dis- 
count or rediscount of bills diawn against commodities is 
almost a thing which is bound to happen m futuie But we maintain that 
there aie sufficient facilities at present for discounting and re-discounting 

99 You agiee then that the bill maiket can still be developed? — Yes 

10 ) ft has been pointed out that the establishment of licensed ware- 
houses might help the promotion of a bill market Have you anything to 
say m regard to this suggestion? — We really do not object to the establish- 
ment of licensed warehouses, piovided all the financial difficulties can 



be overcome We believe that anv method employed by which produce 
can be improved and financed would certainly help the development of a* 
bill market 

101 It has been pointed out by one of the Piovmcial Banking Enquiry 
Comrrrttees that a bill diawn on a raij r at for advances given to be repaid 
at the haivest some months latei has no immediate piospect of being 
discounted by banks, as theie is obviously the chance that the borrower 
ma^ not be able to get his ciop 01 a flood may wash it away, or a diought 
might Wither it completely, 01 theie might be delay m leahsation Have 
you anything to say on this suggestion? — The ciop is suggested as meiely a 
security The bill will be piesented to the bonowei The responsibility 
is cn the bonowei 

Australian Banks aie piepaied to advance money against the wool 
crops These crops gie liable to be destioyed Snnilaily Canadian Banking 
has devoted the mam pait of its .attention to giantmg agucultural ciedits> 
m the form of loans to farmeis on the security of land and buildings or 
of giowmg crops, and to discounting bills diawn against the movement of' 
pioduce 

102 Tl-e information I want to gather is not whether m Canada or 
Australia they allow credit on agiicultuial produce I simply asked the 
question whether the liability to vicissitudes of the kind I mentioned affects 
the giant of advances by banks on bills drawn against standing ciops? — 

Sir Leslie Hudson Xes, Sir I am quoting a passage fiom a book called 
"Colonial and Foieign Banking Systems" It says "The system of branch 
banlum? which eharaetenses the Canadian system enables the banks to 
employ deposits received m one pait of the country with such a great aiea, 
where adverse climatic conditions may affect one district very seriously 
while leaving others uninjured " This shows adverse climatic condi- 
tions aie not peculiar to India 

1011 My point is this In ceitam places crops may be damaged owing 
to floods or theie may be less outturn m the paiticular area My point 
is whether you consider it desirable to grant credits against the produce 
after it has been gathered and bi ought to warehouse? — The advance is 
made on the growung crops m the field Even if they fail, man 
remains He is the ultimate security 

104 I am referring to the financial status of the cultivator m India as 
compared with that of the cultivatoi in eithei Australia or Canada The 
cultivator m India is proveibially poor Coming back to my question, 
I understand that by commodities "m the field" the Chamber lefei to 
standing ciops? — Yes 

105 Mr Ramadas Pantulu Some indigenous bankers advance money 
against standing ciops In some countries money is advanced on the 
crops after they aie insured In such cases theie is no d'fficultv 
In this connection I have got many references to show to the committee 

Chairman We shall get those references from you latei on 

100 It has been suggested that the present dearth of bills in India is 
due to the financial methods employed by the merchants and films and 
that these instead of training the purchaser and the small merchant in 
the use of credit adopt the primitive device of settling their transactions- 
in notes and cash Can you tell the committee what your experience in; 
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the Bombay Presidency has been in this matter? — Our experience m this 
Presidency iS tnai most of the exporters settle their transactions in cash. 

107 Therefore, you agiee that this observation is justified by what 
actually happens m the Bombay Presidency? — Yes 

108 lou say that the piOMSion of Poit Trust waiehouses has made 
the l'namtenance of godowns by banks no longer necessaiy I take it ihat 
Poit Truct waiehouses exist only at the pnncipal ports In that ease will 
\6u' kmdlj let me know how the needs for stoiage accommodation m the 
rriofussil chillies aie me l? — Quite a number of banks have then own godowns 
in the mofussil Whethei they aie absolutely sufficient for the purpose, 
we aie not m a position to say 

109 It has been pointed out by one witness that the rates chaiged by 
the Port Tiust authonties m Bombay for storing goods m banded ware- 
hbiices ate veiy high and that importers have to part with the goods at 
lififiiofitable rates lest the lent should go on piling up Have you any- 
thing to say in legaid to this complaint? — I do not think it ig a fact that 
the mtes charged by the Poit Trust authorities for the bonded warehouses 
■aie %\cc c sive There aie a numbei of waiehouses m the city other than 
those of the Port Trust And there w^e find that m each case the rates 
vary When there is pressuie, rates go up, at other times v r hen the 
accommodation is more, rates are lowered There is a competition even 
in godowns But the Port Trust rate remains steady throughout the 
year Actually the rates chaiged by the Bombay Port Trust do not com 
phird’ unfavourably wnth the rates obtained at other large centres I can 
■gige you figures, if necessary 

Chairman If we want the figures, we shall ask you for them 

l’lO You say that the importation of foreign capital paves the way for 
the rise of indigenous banking Will you kindly explain y our point a little 
more fuih V — We feel that the mtioduction of the foreign capital for the 
promotion of sound business propositions must automatically increase the 
trade of India and thereby lead to’ the expansion of indigenous banking 

111 Do you recommend the free importation of foreign capital ? — We do 
not suggest any restriction on impoitation of foreign capital 

312 I \h Khaiian Am I light m thinking .that the British' mercarihle 
•community in India have adequate banking facilities for industries, com- 
meice and trade? — I think the answer is that they have There may be 
firms ivho may not consider so The British mercantile coiiifnunity can 
get credits wfiich then resources authonse 

113 You would not recommend to this committee any further ways 
and mesrs for providing more banking facilities to the British mercantile 
•community , as thev have already got adequate facilities m proportion to 
their lesouices? — I have aheadv given my answer to this m my hist reply 

114 At the present moment you do not think so Is’ it not 9 — Ye& 

. 115 Can you say the same thing" about the Indian meicantile com- 

munity? — I think my reply to the Chairman’s question' applies h) this 
auestion 

1L6 That has leference only to Exchange Banks I am asking you 
generally My question regarding the British mercantile community was 
m leaped of industries, commerce and hade, which include foreign hade 
and internal hade Can you say that the' Indian mercantile communities 
have adequate facilities for all these puiposes? — It is a question which this 
Chambei can hardly answer 
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137 You have no idea about it?— No 

118 It tbey complain that they do not have adequate oankmg fauhties 
ioi e’lhei mdustnes oi foieign tiade or foi internal tiade, do you think 
they have good leasons for complaint? — This is a hypothetical question 
really 

Chan man This question does not arise m the case of the Bombay 
Chamber oi Commerce They have no knowledge about it 

119 Mr Ilhaitan You must have heaid that Indians complain they 
me nib treated by Exchange Banks m the same way as Europeans? — I 
have heaid it stated 

120 How far is it justified? — I do not think there is any justification 
foi such a complaint 

121 1 can give you one example In Calcutta European firms who 
puiehase jute and store it m muiassal godowns got advances fiom Banks, 
but similar facilities are not given to Indians of whatever standing they 
may be? — I should like to answer this question as a merchant I have 
good many years’ expenence both m Burma and India I have found that 
Indians do not give any statement as to their financial position and it is 
only by watching their business, that one gets an idea about their resouices, 
whereas the Europeans give to the banks a statement showing their 
balances, tlieir resources and such other information That is not so 
m the case of Indians 

122 Therefore, I put this proposition to you that the existing banks 
cannot give the same facilities to Indians, because they are unable to 
asceitain their status and financial position? — Yes But I do not say 
that there is any differentiation 

123 I do not say that there is a diffeientiation on racial grounds 
What I mean to say is that the exchange banks are not in a position 
to ascertain the status and financial position of Indians? — I am afiaid you 
are taking me into a racial question 

Chairman Mr Ilhaitan has said that he is not asking that question 
on the lacial giounds If you do not wish to answer the question, you 
may not 

Witness If you put it quite otherwise, I shall answer it We do not 
#dmit that there is any diffeientiation m the treatment of Ind'ans and 
Europeans by the banks 

124 Mi Khattan On racial giounds you mean? — I mean that if their 
credit is good, Indians will get the same facilities as otheis 

125 Do you think that Indian concerns conti oiled by or managed by 
Indians w r ould be m a much bettei condition to know of the leal posit’on 
-of Indian clients than European institutions? — No They have the same 
means of finding out There is a department foi collecting the informa- 
tion That department asks for the balance-sheet and then they assess 
the standing of the firm 

126 Would not an Indian manager of a bank be m a- bettei position 
to know the conditions of Indians with whom he moves m society? — I do 
not think so 

127 The Chairman has already asked you about the evidence given 
by you m regard to investment trust companies I wotild like to know 

Vol. Ill 


0 


18 


"what is the distinction that you would like to draw between investment 
trust companies that you recommend and an industrial bank? I think 
I shall take it that an investment trust company is an aggregate of 
private wealth, whereas an industrial hank is a somewhat different matter 

128 You aie aware that Indians advocate the establishment of indus- 
trial banks not foi the supply of initial capital, but for the extension of 
industries and foi replacement of machinery as also for the supply of 
working capital Would you considei the existence of such an institution 
to be unnecessary m India’— I think that is coveied by tbe Chairman’s 
question 

129 After the Chanman’s examination, do you now think that the 
bringing into existence of an mdustual bank is advisable foi India’ — See 
out answer 4 to Section 1 

130 Is it youi „expenenee that Europeans with big hanking facilities 
like Ealh Biotheis and Volkart Biotheis are ousting Indians fiom the 
internal tiade? — Oui figures of impoit show that the European firms are 
losing tiade 

131 I am asking jou about the internal trade Eormerly, the whole 
of the ciops was moved flora the mtenor to the poit through Indians 
Now firms like Ralli Brothers and Volkart Bi others have gone into the 
interior and they buy stuff direct from the agriculturists and move them 
to the poit Is that not your experience? — That is not a new featuie 
surely Rallis and Volkarts have had agencies up-countiy ever since I have 
been m India, foi 20 years at least 

132 What about the Japanese foreign trade? — Tbe Japanese only 
started recently 

133 That portion of the business formerly used to be done by 
Indians? — Yes, but you must admit that it is economical to cut out the 
middlemen, if possible If your producei could sell to the consumer, he 
is going to get moie money for his crop 

134 I do not know about that, but the fact lemams that foxmeily that 
business used to be done by Indians I shall give you the example of 
Japanese foreign trading companies They are financed by Japanese 
banks They aie able to go into the interior and buy tbe stuff dnect fiom 
tbe agriculturist and move them to the port and to that extent Indians 
have been ousted from the internal trade’ — That is possible It is also 
possible that the Japanese by sending thdn men upcountry and buying 
dnect from the consumei have enlarged the trade between India and their 
own country Japan now imports from India a very large quantity of 
cotton 

135 Have you got any ideas about the Imperial Bank being allowed 
to do Exchange business’ Have you any objection to it’ — We have 
answered this question very fully in Section 5, answer 18, and w e do 
not feel that we can add anything to those answers I would like to 
mention that you have a membei on youi own Committee and we cannot 
give you any mfoimation that he cannot 

136 I am asking you fiom the point of view of merchants as to what 
objections there could be if the Impenal Bank weie allowed to do Exchange 
business f- *We would lathei not add anything to what we have aheady 
said on the subject 
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137 A suggestion has been made by a witness that on deposits by 
.Foreign Exchange Banks (and by foreign is meant non-Indian) there 
should be a tax, say, of £ pei cent — Do you want a tax on capital 
coming into the country? 

138 I refei to deposits by Indians It is proposed to tax such deposits 
m ordei to encouiage the deposits of Joint Stock Banks I do not think 
it is a veiy good suggestion 

139 Could you make any other suggestion by which Indian Joint 
Stock Banking could be encouraged? — No, we cannot 

140 You told the Chanman that you would not object to licenses being 
made necessaiy foi new institutions coming up What do you think about 
the existing Exchange Banks extending then spheie of opeiation inside 
the country ? Would jou think that would be a fit subject foi the taking 
out of a license? — I assume that a license is really to put the authorities 
m a position to judge the natuie of the new banking business which it 
proposes to do We do not think it would be advisable to tax an institu- 
tion that has been m the countiy foi 60 oi 70 yeais 

141 You know theie are seveial Exchange Banks with veiy big re- 
sources in existence in India Suppose they begin to expand then sphere 
of influence into the interim Would not that seriously compete v-ith the 
business of the indigenous bankeis? — I do not consider that it would 

142 Do you think that the extension of the Exchange Banks’ operation 
inside the countiy Would so much expand the business that fiesh business 
would come to them and indigenous bankers would not be thrown out 
of the field? — There is loom foi both If the Exchange and foreign banks 
were to extend then business upcountry, it would be a seivice to the 
country 

143 Have you heaid that a senous complaint has been made by the 
indigenous bankers that by reason of the Imperial Bank starting several 
branches m the mtenoi it has been seriously competing with their business 
and that they have been tin own out of business? — We have heard that 
stated but have no knowledge of it 

144 Would not the same thing happen in regard to Exchange Banks 
extending then sphere of business? Has theie been any senous expansion 
of busmess of Exchange Banks upcountry? 

145 If conditions begin to be imposed after the Exchange Banks have 
started branches m the interior, would not the cry of expiopnation be 
raised? — I have no doubt that the cry will be laised 

146 Would you advocate the imposition of conditions aftei the 
Exchange Banks start their branches or before they do so? — The Chamber 
would not like to pass any opinion on that 

147 Mr Bucllcy You state that a Bank whose head office is outside 

India should be compelled to keep a peicentage of its cuuent liabilities 

m cash oi m Indian Government secunties The Chairman said that he 
presumed that the cuuent liabilities meant cuirent liabilities m India 
I would hke you to tell the Committee what is youi reason foi suggesting 
that the option should be given of cash or of Indian Government 
secunties The idea of the option is that if it were entnely cash, a fairly 
large amount running into 50 to 80 cioies would be dislocated Another 

thing would happen the banks who have to make deposits would have 
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to raise money and most probably they will raise money by tbe sale of 
Government securities The pnmaiy reason for the suggestion is that the 
banks who aie contributing probably to 10 per cent — whatever the 
ratio fixed— will be able to keep the deposit as an interest earning deposit 
to a laige extent It will be very hard for banks to contribute more than 
10 per cent of tlieir current liabilities which will have no earning capacity 
whatever 

148 Would it not mean a considerable contraction of credit to have 
large cash reserves with the Beserve Bank which, so far as the Exchange 
and Joint Stock Banks are concerned would be immobilised 9 — It distinctly 
would There would be contiaction m ciedit for the leason that the 
cuuency was not there I cannot see a Beserve Bank or a Central Bank 
keeping its funds in hard cash I think the money, eventually, if not 
at once, would come into the market, but tlieie would be very serious 
dislocation at the time 

149 I think it was suggested that the Beserve Bank m addition to 
their capital should look upon these cash balances of other banks as addi- 
tional capital Do you think that is a good thing 9 — -It would be a ledun- 
dant capital It is almost essential that they should reinvest it 

Chairman I think his point was that that capital m the long run would 
be used for trade puiposes At the outset there might be some dislocation, 
but the Beserve Bank having got the capital will not sit on that cap’tal, 
it will be used foi trade purposes 

150 Mr Buckley You sav that legislation should piovide in the case 
of a bank wdiose head office is outside India foi a cash percentage of 
liabilities being maintained wuth a Central or Beserve Bank I take it 
it was not v oui intention to differentiate between banks legistered m 
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India and banks registered abroad It was merely a slip? — It is probably 
a slip 

151 You considei that both classes of banks should be given the 
option 9 — Yes 

152 In answei to the question regarding the piactice of banks releasing 
goods on trust receipts, you say that the existing system works satis- 
factorily That may be so as long as the terms of the trust leeeipt 
are conscientiously earned out, but unfortunately cases have ansen where 
the spirit of the trust receipt has not been adhered to and legal questions 
have cropped up leaving their validity sometimes in doubt Tiiei are 
a very cheap form of ciedit, m Bengal they carry a stamp duty of 
only 12 annas and they aie very largely used It has therefoie been 
suggested that fraud under the cloak of these documents should be 
made a criminal offence What is your opinion? — We think that anything 
m the way of bieach of trust should be punished or should be made a 
cnmmal offence Theie is of course something about the trust receipt 
which w r e desire m the wuy of a security The signing of the leeeipt 
indicates at the present moment only a moral responsibility Am how we 
agree that there should be greater protection for the banks m connection 
with trust receipts and if the law' were tightened up, it would be to the 
advantage of tiade in India because the facility of giving goods on trust 
receipts is really desirable 

158 Mr Manu Bubedar I would like to ask you m the first instance 
with regard to the Managing Agency system You say that it has been 
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very useful foi providing additional capital for industrial enteipnses 
You mean m the fiist instance for piomotmg and issuing of shares and 
later foi financing — Yes 

154 Then you fmthei say that Managing Agents mem losses m financ- 
ing their own concerns Could you tell us whether the cases of such losses 
were extensive or wliethei they weie isolated exceptional cases? — I should 
say they were not isolated cases by any mannei of means In times of 
crisis such as Bombay has been going thiough, such losses have been 
extensive I am lefemng to the cotton mills in paiticulai 

155 Have not the Managing Agents m such cases turned then loans 
into debentures 9 — In many cases they have not 

156 They have left them as debts? — Yes" 

157 If the concerns making losses, when these debts accumulate, go 
into liquidation, such concerns pass mto the hands of the Managing Agents, 
the shareholders losing everything — I am afiaid you aie going rather 
deepei than the Chamber of Commeice can give answers 

158 If tiie Chamber of Commeice cannot, I do not know who can — > 
Possibly the Millowneis’ Association 

159 You have spoken of the Managing Agency system m terms 'of 
approval and laudation I want to know whethei m the financing by 
the Managing Agents of their own concern any of them have at any time 
lost considerable sums, whether such advances have not been m prosperous 
times very safe advances and m very bad times the first charge which 
ultimately brings the concern into their own hands? — There have been 
instances of such cases where the debenture holders have got everything 
and the Managing Agents have lost everything 

160 Theie may be some cases of that, but have theie not been cases 
of Managing Agents who financed the mills taking over the mills 9 — There 
are cases suiely 

161 You lefei to losses incurred by Managing Agents of their deposits 
during the last few years You have m mind European Managing Agents 
or Indian 9 — I can only speak for one and that is European managed 

162 Do you considei the Managing Agency a family coipoiation or 
do you consider it a business partnership 9 — We have never said that the 
Managing Agency system w r as perfect We were trying to point out some 
points winch w 7 ere good, w T e admit there are bad points also 

163 You think it is a sound system foi the Managing' Agents to 
finance their own concerns 9 — I think that the Managing Agency system 
has done a great deal for the cotton trade m Bombay, but I admit that 
at is not by any means a perfect arrangement 

164 Do you know of any 7 cases where Managing Agents do othei things 
besides managing then owm mill, they tiade, they speculate? — Yes 

165 If they speculate and get weaker, does it sometimes happen that 
the Bank would withdraw the cash credit even if the mill is sound, merely 
because the Managing Agent has become w 7 eak 9 — It is possible 

166 Do you know of Managing Agency rights being hawked round to 
enable the Managing Agent tto meet Ins own personal financial diffi- 
culties 9 — I have no knowledge of that 
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167 Several cases liav e occurred in Bombay ?— They axe not 
bruited abroad 

108 I want to make out that the European Managing Agency system 
has a different connotation and different constitution and that the Indian 
Managing Agency system is puiely a family corporation 

Chav man I t hink the witnesses have already answeied that question 

169 Mi 'Manu Subedar Do you appiove of the system by which an 
industrial concern could receive deposits dnectly from the public as a 
sound system? — It has worked veiy well in times of piospenty 

170 But the oidinaiy depositor, the aveiage individual, would have 
no knowledge either of the vicissitudes of the mdustiy or of the difficulties 
or otherwise of a particular concern m which he deposited his money — That 
is so 

171 It would be much bettei foi the depositor from his point of view 
if theie was a bank intervening which would give a better means of 
knowing what the industry was doing Eor the safety of the deposits, 
don’t you think that it would be bettei if the deposits weie with the 
bank m the hist instance and the bank then gave out advances as they 
thought piopei according to the standing, ciedit, and the management 
of a particular concern? — I think, generally speaking, you may take it 
that we do not considei the deposit system financially conect 

172 That is what I am aiming at It is a pnmitive form of banking 

173 I would like to know whether you do not think that the system 
of banking bioke down on account of the Government bonowing on a very 
much laigei scale and at veiy much eheapei rates? — We do not think so 

174 Let me put it this w r ay Before the war Government borrowed 
sometimes to 4 croies and then latei on 7 croies Subsequently they 
raised 30 to 40 croies They opened out unlimited loans and offered high 
rates, such as 6| per cent Bombay Development Loan Don’t you think 
that such a rate would attiact those who ordinal lly place deposits in 
mills, etc ? — Higher iates and bettei security would attract money 
anywhere 

Chairman Is that also not a fact that owing to the boom the deposits 
in mills grew? — Pei haps they did 

175 You spoke with regard to the debentures on two oi three occasions, 
particularly m the light of the Chauman’s questions, and you saicDthat 
the debenture issue w r as not ‘fashionable’ m India What I want to 
ask you is — Is it because debentures were offeied and not taken by the 
public or is it because debentures have not on a large scale been offeied 
to the public? — I cannot call to nnnd any issue of debentures on a 
large scale 

176 I put it to you that the issue of debentures m this country is 

hemmed m by many difficulties You know that if once a company has 
issued debentures, its shares would not be acceptable to any b ink as 
collateral secuntv Then theie is the 74 per thousand dutv on the issue 
of debentures My point is, do you considei that a light or a heavy stamp 
duty? Do you think that that interferes at all with the issue of deben- 
tures ?■ The cost of the stamp duty would fall on the company and not 
the holder / 
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•find bulk of then additional money by way of bonds and m India if the 
heavy stamp duty continues, debentuies of investment tiust houses, which 
you suggest, would not come mto existence on account of this difficult} 
In England these debentures are offeied in the form of bonds which would 
be a perpetual offer to the public That makes the bond a very popular 
document m that country Now m India, do you suggest that any similar 
effort should be made? I put it to you that the Heavy stamp duty would 
militate against it Do you thmk it would 01 it would not? Would you 
suggest a i eduction on this particular form of duty if we are going to seek 
a largei expansion of financing? — I do not see how this comes withm our 
•purview 

178 Do jou consider that the additional block capital required for 
expansion of an industry should come by way of debentures of that parti- 
cular company?- — It is perfectly legitimate to find a poition of this finance 
by that method 

179 Do you consider that method better than short term deposits? 
If so, would you suggest the removal of those difficulties which I have 
pointed out, namely, the initial stamp duty and the stamp duty at 
transfei, to make debentuies moie attractive? — I have no objection to the 
reduction of the stamp duty 

180 Your membeis are engaged m large trade and you say that the 
piesent banking facilities aie adequate so far as you are concerned? — We 
get the ciedit which our financial position warrants 

181 And that is adequate? — Yes 

182 Your members are not engaged m the trade of taking commodities 
at ports and then distributing them to the 700,000 villages in India, noi 
aie they engaged m the tiade of bringing the produce of the field, 
from the upcountry for instance, to the ports, of couise leaving out a 
few exceptions who are engaged m the latter form of business? — We have 
said m answer to that question before that the bulk of the produce of 
India is handled at the poits 

183 I say your people aie not concerned with the marketing of produce; 
nor are they concerned with little factories, little plants, etc , and that 
the vast Indian commumty which is so concerned is complaining that they 
•are short of finances? — Yes We merely make a statement from our 
ovjn knowledge We say that banking at the ports is sufficient 

184 With regard to the banking m the ports, you said that India is 
-over-banked at the ports at the moment Still all these banks aie making 
•considerable profits? — How do you know that? 

185 You have not known of any banks that has gone undei eithei? — 
Not going under is not making profits 

186 With regard to the banks working in India, taking them as a 
whole, would you say that the bulk of deposits came from Indians? — Yes. 

187 Do you agree that m the case of the exchange banks the bulk of 
the advances go to European mei chants? — I would not say that 

188 Would you he surprised if I told you it was so ? — No, I would not 

he surprised « 
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189 Is at true that these deposits aie handled by banks which are not 
Indian? Let me put it clearer Theie aie 600 blanches of banks m India 
of which the indigenous banks have only a small numbei, counting the 
Imperial Bank for the time being as a pait of them Of all these deposits 
which are put with these banks, the bulk of them comes fiom Indians, and 
the suggestion has been made to us that a large part has been used for 
financing }-our trade 9 — I would not say a large pait of it 

190 Do you not admit that the bulk of foieign mei chants m this 
country secure adequate finance and that the bulk of these deposits come 
fiom Indians 9 — The bulk of deposits presumably come fiom Indians 

191 Mi Bucldey Is it tiue that the deposits of the foieign banks, 
which may be laigely diawn fiom India, are very laigely invested m 
Government secunties 9 Is it not also true, I ask you, that at certain 
seasons of the year foreign exchange banks diaw very laigely on London in 
order to finance the foreign trade of India 9 — Yes 

192 Mi Manu Subedai With regard to the Impenal Bank who have 
extended new blanches m India undei the Impenal Bank of India Act, aie 
they the best means of expanding banking m your opinion 9 — Have we 
stated that they aie the best means 9 I do not think we need answei your 
question We do not want to answei any fuithei questions with legard to- 
the Imperial Bank of India We hope you will have at youi disposal people 
who will be much bettei able to answei these questions than we 

193 Certain exchange banks have opened blanches m the inteiior of 
India, and you haie mentioned that youngei institutions aie at a disad- 
vantage against oldei ones Now I want to ask you whethei the younger 
ones should be penalised simply because these old institutions aie well estab- 
lished, and I also w T ant to ask whethei the Impenal Bank of India is the 
best moans of expanding banking 9 — The Imperial Bank has ceitamlv eieated 
a numbei of blanches 

194 Would you suggest any other machmeiy foi the expansion of bank- 
ing 9 — (No answer) 

So you do not wrnnt to answei this question 9 

195 You have said that the Bank rate is aitificial and you also said m 

reply to the Chairman that; it is piobablv more so in India than m other 
countries, lefenmg to the diveigence between the maiket and the bark ram 
To what would you attubute this 9 — We attubute this to the lack oi invest- 
ment facilities foi shoit teim money t 

196 But why should not the Impenal Bank of India fix their late at 
what is a propel late 9 — But theie is a natuial adjustment latei on 

197 l 7 ou know that cases have occuned w T hen the bank lates haie been 
mci eased even if it is not justified bv the State of the Impenal Bank’s cash 
balance and against the piotest of the Impel lal Bank 9 — We aie not in a 
position to answer that question 

198 You are satisfied that the Bank late m India is peifectly sound 9 — I 

do not sav so 

1 » 1 

199 The motive why Government interferes is well-known to you?— 

Government does interfeie m the ,fi\mg of the bank rate sometimes Thar 
is why we say that the Imperial Bank rate should be controlled by their 
own Cential Committee ' ' f 3 
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200 In answei to the Chanman you said that having regaid to the- 
mtexnational situation Government mteifeienee will be justified, as it has 
been m the United States You know that the Government mteifeienee 
m India is to watch the exchange situation’ — We piesume so 

201 So, you think Government mteifeienee is justified m India’ — We 
have not said so 

202 As conditions are at present, you think frequent interference oy 
Government is a necessity ’ 

203 Chanman His answei was that Government of India does inter- 
fere, but he admits that that interference must be inevitable as m the case 
of the United States of America? — Yes, that is oui position and we aie nob 
prepaied to go anj- further than what we have told the Chairman on that 
point 

204 Mr Manu Subedar Would you admit such mteifeienee?— I think' 
our reply to the Chairman is quite sufficient on this matter 

205 You said m regaid to the lediscountmg of liundis theie is sufficient 
facility at piesent You mean the hundis of merchants oi indigenous 
bankeis 0 — Both 

206 You know there aie no facilities at present m legal d to the redis- 
counting of bills by banks themselves’ — Is there any need foi thao° 

207 It has been suggested to us that theie is need for it and it has been 
suggested that it should be one of the functions of the Reseive Bank when 
it comes into existence’ — Yes, I know' some attempts were made m Bombay 
to form a discount house and they came to nothing 

208 It is geneially said by bankeis that there is an insufficiency of good 
first class bills in which they can put then money What is youi opinion 
on that’ — It may be so An attempt was made to have a discount maiket. 

209 Mi Lamond Have you heard of any bank lefusmg to rediscount 
bills ?— No 

210 Di Hydci In youi answei to Chanman vou said that you weio- 
famihai wath the English system Is it not a characteristic of the English 
system that it serves the needs primarily of commeice and not of industry 0 
— That is so 

211 We have got the English svstem and the pioblem that we have' 
got to solve is this whether we cannot adapt this English system so that 
it can seive not only the needs of commeice but also of mdustiy In that 
case I see that you make two suggestions, that you should have investment 
ti usts and issue houses Can we so adapt the existing system skoit of 
founding these new institutions m such a way that the existing system serves 
the needs both of commeice and industry? — We don’t quite follow' your 
point 

212 Let me make my position a little more cleai The commercial 
banks accept deposits for one yeai now, as a geneial iule’ — That is so 

213 If the banks accept deposits foi longei periods, say 5 oi 7 years, 
would it not to some extent solve this difficulty w'hich we have and people 
in the United Kingdom have ? — I do nob know how f ai the suggestion would 
appeal to the banks 

214 One of you gentlemen said that there is a banking concern m Burma 
which gives the^option to its customers Of depositing their funds for longer^ 
periods than one year, and it is said that that concern is very flourishing.. 
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Do you not think that if this practice were increased, the Indian investor 
would have moie confidence and- the needs of industry would ^ also be 
jnet } — .if the depositor is piepaied to do so At piesent the law does not 
piohibit the acceptance of deposits for longei periods than one year We 
see no grave objections to your suggestion, if the banks and their depositors 
"have no objection 

215 Please tell me whethei there is anybody to whom the mvestoi can 
turn for advice and assistance as legards investment m industry Is theie 
any peison 01 agency m India existing at present which mobilises thiB 
-capital ? — You are probably referring to the banks in Germany which gives 
such advice I do not know of any such institution m India at present 
No doubt clients can obtain advice from their bankers though not to 
such an extent as m Geimany 

216 So that the Indian savei is shy to invest m industrial concerns? — 
Yes, to some extent 

217 In regard to your suggestion to the Chairman that there are 
specialised industrial banks m Germany, is that so? — I am afiaid, we have 
too intimate knowledge of these banks 

218 You say that the Institute of Commeice m Bombay imparts 
theoretical tiaimng to people who are engaged m the art of bankmg Have 
you looked at this question from the point of view of the Universities and 
whether there is scope foi such students obtaining their practical training? — 
The Sydenham College of Commerce gives opportunities for students to be 
trained m commerce and banking 

219 That is the theoietical training, but what about the practical train- 
ing? — Most of the students under training m the Institute of Bankeis receive 
■both theoretical and practical training at the same time 

220 But what about students trained in the Universities who don’t get 
practical tiaimng? — When they seek employment m banks, practical training 
will follow 

221 Mi Lamond A great deal has been said about the development 
of a Bill Maiket m India At piesent stocks held up-country are usually 
financed by way of Cash Credits and Loans and interest is only payable by 
borrowers for the actual numbei of days accommodation is taken Are you 
on favoui of pressing bonowers to give bills for such accommodation oi allow- 
jng them to take advances m the form they find most suitable and 
economic? — Borrowers should be allowed to obtain accommodation m the 
way they want 

222 Mr Eubh forth Is it likely that the system of cash eiedits can 
■ever be replaced by bills or do you think that bills can be developed side by 
-side with the present system ? — The development can be made side by side 

223 Sir Hugh Cocke With regard to the question ot investment trusts 
and issue houses, do you agiee with the suggestion that Industrial banks 
and Investment trusts must both acquire their money from private indi- 
viduals ? — Yes 

224 So that the difference between the two lies in the employment of 
the funds, that is, the investment trusts spread their investments over a 
wide field and follow a policy of averaging returns ? — Yes 

225 Your point is that industrial banks m India would be in a dangerous 

’position when they are called upon to make advances to young indus- 
tries ? — Yes 5 
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226 Chairman Cannot an industrial bank before making advances 
satisfy itself that the money that they aie called upon to lend is sufficiently 
safe 9 — Tkeie will be a great dangei all the same 

227 Of couise that depends leally on the oigamsation of the bank and 
how it manages its business 9 — -Yes But still the danger is there of advanc- 
ing money to an absolutely new concern 

228 Sir Hugh Code As regaids the question of investment of funds 
of msuiance companies which the Vice-Chairman laised, I take it that so 
far as India is concerned, there aie only a veiy few “A” class companies 
compared with Great Bntam 9 — Yes 

229 Then as regards the financing of waiehoi’^es for pioduce, the mam 
objection of the Chamber is m regard to the hewy financial commitments 
I take it that it is not only m the construction of the warehouses, but if 
you aie going to lay out large sums m equipment, etc , the warehouse charges 
will be veiy heavy 9 — That must be the case unless they get extraneous 
assistance from Government "Whether it should be Gie function of Gov- 
ernment to give finance foi such undertakings is probably debatable 

230 Chairman And so youi point is, even if the Government were to 
lend some money, they would piobably charge inteiest on it and theiefore 
eventually the chaige will have to be borne by the man who stores the pio- 
duce 9 — Yes 

231 So then, your point is that the question is undoubtedly fi aught with 
-difficulties 9 — Yes 

232 Sir Hugh Cocke You say that “the certificate given by auditors 
should be more explicit as regards debts considered doubtful, the true market 
value of securities and the proper valuation of investments at the date of 
the audit” Would you Inndly let me know m what ways you want the 
certificate to be more explicit than at present? — We consider that if the 
provision for bad and doubtful debts is shown m the balance sheet, it ought 
to be sufficient We are quite awaie that m the balance sheets of British 
nnd American Banks bad and doubtful debts ai*e not always shown 

233 You aie aware that form “P” has now been alteied and the banks 
are not now requued to show their bad and doubtful debts piovided specific 
reseives are held? — Yes Our recommendation is only to create more 
confidence and obviate criticism 

234 Would you suggest any special form of certificate by the auditors 9 — • 
If the auditors and the directors are satisfied about the provision, that; would 
be sufficient 

235 Then as legards the market value of the securities, the piesent form 
“1 ? ” requires that the basis of valuation has to be stated and nothing more 
is requued Do you suggest that something more should be given? — I think 
this is entirely a matter for the directors and the auditor 

236 Provided the market late is given, you will have no objection 9 — No, 

237 Where the investment stands m the balance sheets at a figure in 
excess of market puce, I suppose you will show the maiket price separate- 
ly? — Yes 

238 Then as regards the licensing of foreign banks, am I right in assum- 
ing that you are against licensing of the existing foreign banks m the 
'country 9 — Yes 

239 But you have no objection to their being licensed m the case of new 
foreign exchange banks that might come into operation in this country 9 — 
Yes 
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240 Supposing this Committee recommended the licensing of existing 1 
foieign banks, would vou consider it desnable foi foieign banks to give then 
balance sheets so fai as the volume of then business m India is concerned? — 

It will be veiy difficult foi them to do so Of couise ceitam information is 
at present given to the income-tax authonties m India I don't Imow how 
these paiticulais will interest the public It will, moieovei, be difficult 
tor a bank tiadmg m 6 oi 7 difteient countries of the woilci, to separate 
then assets and liabilities m this countiy alone and then profits so far as 
then transactions 1 elate to India 

Sir Hugh Coclc It should not be difficult to give sepaiately the assets 
and liabilities of the Foieign Bank m India 

Mr Buckley It might be difficult to show' the assets and liabilities 
separately, but not profits As a matter of fact our piofits aie now given 
to the income-tax authonties 

Chan man You say that it will be difficult to separate their piofits for 
India but Mi Buckley sa\s that there will not be any difficult whatever 
Sn Hugh Cocke points out that tlieie is no difficulty m regard to assets and 
liabilities eithei So that, I take it that it is quite possible to give all the 
information requned 

241 Mi Buildcy Do you suggest that the figuies supplied should be 
published foi the information of the public? — No 

242 Mi Buckley I think the idea was that the statement given by the 
hanks, whetliei Exchange Banks oi any otliei banks, should be gnen merely 
to the Financial AuthonU of the Government foi the information of the 
Government only Government then would publish it in a consolidated 
foim The idea is that the foieign banks should do the same thing as is 
done m the case of joint stock banks m India 

243 Sn Hugh Cocke Theie is again the question of minimum capital 
You have mentioned that 50 per cent of the issued capital should be 
toe minimum paid-up capital I ask you if a bank has an authonsed 
capital of one lakh and subscubed capital of Its 5,000 and half of that 
amount, is a paid-up capital, should that satisfy the requirements of the 
caw ? — Theie should be a sensible ratio between the paid-up capital and 
the authonsed capital 

Chairman You have not mentioned the latio of paid-up capital to the 
subscubed capital 

244 Sir Hugh Cocke I take it. that if anv provision m law is made that 
a suitable piopoition of authonsed capital should be subscubed and a suit- 
able proportion of subscubed capital should be paid-up capital, it will serve 
vrui purpose? — Yes 

245 Lala ■ Iiaihishan Lai You say “Bates of mteiest vaiv with the 
natuie of the secunty, accoidrag to good or bad parties, and also m relation 
to the seasonal use and fall of the Impenal Bank of India Bate’’ Ts this 
an universal practice? — In wdiat respect? 

246 With legard to parties and seasonal rate of mteiest For example, 
m Amntsar we w T eie told that rates at which the Exchange Banks advance ' 
money against Euiopean imported goods are fixed throughout the year and 
also we Imow that the Imperial has two rates They do not follow accord- 
ing to season? — It is not as you sav, m Bombay 

247 You have to take it from me that that was the subject of evidence 
before me Is there no minimum fixed at which banks advance money on 
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imported goods and also goods stored m warehouses? — The minimum is fixed. 
The late is based on the Imperial Bank late and vanes according to the 
•seasonal use 01 tall 

248 Are not imports usually earned m tiansit until payment of the bill 
at 6 per cent 9 — Yes 

249 If the party concerned does nob clear the goods, then the late be- 
comes moie than 6 pei cent according to the season" — According to the 
season and the money condition in India 

250 Lala Hnrhshan Lai Then you say “Eirst-class boiroweis can 
obtain loans at the Imperial Bank rate oi at 1 per cent over it” Do you 
mean to say that they can obtain loans with oi without security oi only 
with security 9 — Almost mvanably with security 

251 What security 9 — Either imports or expoits 

252 Not debentuies of industrial concerns 9 — Government securities may 
be accepted 

253 You say “various classes of securities accepted by banks aie 
Government papei, Municipal and Port Trust loans, prescribed Bailway 
shares, first-class industrial securities”. What do you mean by “first- 
class industrial securities” ? — Shares of the Industrial concerns such as cotton 
mills 

254 You mean fii st-class shares and not debentuies 9 — Debentures are 
not first class securities 

255 That may be m Bombay but what about other places outside 
Bombay 9 — We do not know about other places 

256 You also mention “Usance Bills and Liquid Assets” Will you 
kindly tell m'e what you mean by “liquid assets”? — Liquid assets are manu- 
factured goods or goods in piocess of sale 

257 Stored at mills or in go downs?' — -Both 

258 You say “My committee considei banks have financed industries 
as far as the secunkv offered permits” What secuiity do you refer to 9 Is 
it the goods or the plant also? — Yes 

259 Do the Exchange banks also lend money on blocks of the industrial 
concerns 9 — Yes That is not their essential business Their essential 
business is exchange, but they have to advance money occasionally 

260 Lala Harhshan Lai Your statement should be made a bit clearer 
You sav “Banks have financed industries as far as the securities offered 
permit” You do not say what kind of secuiity ? — No, we do not define 
securities We do not say secunties of particular kind 

261 You refer to securities which the banks consider good secunties 9 — 
Yes 

262 Suppose we invest about a crore of rupees m an industrial concern, 
how much advance can we get 9 — -I cannot answer this 

263 You say that the advances aie given But I think it is a very laie 
thing Is it a very rare or common thing 9 — I cannot answ r er It depends 
•on the class of business that the man is domg 

264 You state “My committee have not observed any trade m which 
credit facilities are not adequately provided for by the Exchange Banks” 
Bead that answer with the answeis you just gave to my questions and then 
tell me if you still maintain that the Exchange Banks do give adequate 
advance? against blocks? — Yes My committee think so 
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265 You say “My committee have not observed any trade” Do you 
mean to say by the woids “any trade 5 ’ all goods so fai imported? 
Banks advance money against that Is it not? — Yes 

266 You do not keep any distinction m goods — hazardous, non- 
hazardous, perishable, non-perishable, or marketable oi un-marketable? — If 
the goods are insurable, the Insuiance Company is the particular nnrt of 
the Bank’s secunty If the Insurance Company is satisfied, then the Bank 
is satisfied 

267 Even though the goods aie marketable oi unmarketable? — They are 
supposed to be marketable 

268 Tn your next answer you say “Clean credits are available m the 
ease of customers of good financial standing” Does that mean that the 
goods aie cleared out and the bills lemarn uncleared until a latei date? — 
Yes, that is the idea 

269 You have been asked several questions with regaid to audit You 
state “It might be mentioned that the certificate given by auditors should 
be moie explicit as legards debts considered doubtful, the true market value 
of securities, etc ” Do you mean to say that >011 will authonso the auditors 
to make enquiries outside the Bank with regard to debts being doubtful 
or undoubtful? — We presume that the auditors make every sort of enquiry 
It is their ]ob to get themselves satisfied whether the securities are good 
ones or not 

270 May I take it that they do not make that enquiry now and that 
you propose to do so ? — We presume they do make 

271 Then there is no difference between the piesent practice and the 
practice proposed by you? — We suggest this only as a development 

272 You state “My committee are not m favour of an^ restriction of 
any land Healthy competition for legitimate business is the best safe- 
guard ” Do you think that the competition which the present Exchange 
Banks, Imperial Bank, and Co-opeiative Banks offer to the Joint Stock 
Banks a healthy competition? — Yes, we say so 

273 Do you think that this standard of competition that now prevails 
would always be healthy? — If it maintains healthy as it is now- 

274 You know that the Exchange Banks have practically the monopoly 
of financing the export and impoit trade? — Yes, that is so 

275 If an Indian Joint Stock Bank attempts to come m, do you think 

that under the piesent cucuitfstances thev can come m? — There is nothing 
to stop them ' 

276 Neithei the position noi the lates of interest paid on deposits and 
the lates of interests chaiged on loans? — We piesume that the Joint Stock 
Bank will come m on competitive teims 

277 Yes, that is so provided they get deposits on competitive teims 
A clean balance-sheet is the chief thing 

278 You know that the other Exchange Banks have the monopoly of 
the business? — It is not monopoly, it is a question of public choice 

279 But the public choice must depend on sensible giounds? — That 
depends on the stability of an institution 

280 What would help to establish the stability of an institution? Is it 
the management oi the capital? — If that institution starts with a sound 
balance-sheet for six months, that would suffice 
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281 Do you think it would be able to diaw deposits at the same rate as 
the other Exchange Banks 9 — We assume it should be able to Otherwise 
there is no idea m starting the bank 

282 Is it your expenence of both banks started by Indians in this country 
and by Europeans in this country, or your experience is different 9 — I doi 
not think I have criticised that m the questionnaire 

Chairman No, they have not 

283 Lala Harhishan Lai I am asking the meaning of “healthy com- 
petition” I am told theie is a healthy competition But if there is an* 
unhealthy competition, then there must be reasons foi the same At 
present, export and import tiade is the monopoly of the Exchange Banka 
and that being the case, any Indian bank coming m foi that business will 
have to face unhealthy competition That is -why I am asking this question 
The leasons asked aie the same as given m the case of the shipping com- 
pany The case is exactly paiallel Indian shipping has been crushed on 
account of vested mteiests It is exactly the same paiallel case with 
Ind.an Banks cominer m foi exchange business 

o o 

Chairman I do not think the Bombay Chambei would subscribe to that 
view 

284 Supposing Indians do believe that it is an unhealthy competition, 
do you suggest a way out of it? — I leave it to you We maintain it is not 
unhealthy 

285 You state "Any institution calling itself a bank should be re- 
gistered and regulations should prescribe the minimum amount of paid- 
up capital in cash m propoition to the authorised capital ” Suppos- 
ing Bs 5,000 is the authorised capital, 50 per cent of that would be 
paid-up capital according to your suggestion May I know if you will' 
Call an institution a Bank which has only Its 2,500 paid-up capital on 
would you have a fixed absolute minimum limit of paid-up capital 9 — I 
think full answer is given in my reply 

Lala Harkishan Lai’s point is this He says if a bank is started with* 
an authorised capital of Bs 5,000 and accoidmg to youi suggestion they 
should have Bs 2,500 paid-up capital, w r ould you allow that Bank to do- 
business or not 9 — No, Sir We presume that an institution which is 
going to be registered must have a certain minimum capital 

286 That is the point But would you state the amount of capital? — • 
We cannot define that 

287 In any case you admit the point of Lala Harkishan Lai that there 
should be a minimum limit I understand that you are not m a position 
to suggest what that minimum limit should be 

288 Lala Harhishan Lai In the same question you say “Firms 
should be compelled to keep a minimum cash latio” What do you 
mean by "films” 9 — Films doing banking business 

289 Would you include m cash the balance wnth the Imperial Bank, 
the balance wnth the films’ Agencies and Government securities or not 9 
—Yes The demand foi a latio will be made by the Beserve Bank when 
it is established 

Chan mail «I put that question and the Chambei think that it is- 
necessaiy to include that balance 
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290 Lala Harlmhan Lai The agents of the bonks doing business, 
foi example, lemittance business on a laige scale, will have balances all 
over then blanches and all over then agencies Is this to bo reckoned lh 
'(he minimum cash iatio 9 — Yes, that is the idea 

291 You say “Seeing that the geneial cry is that India is deficient 
In banking facilities, my committee see no good leason why any le- 
stnetions should be placed in the way of the expansion of banking by an 
attempt to license foieign banks’’ Fiom the answ r er given I under- 
stand that the “license” would mean no lestuctions but only certain 
duties to be perfoimed Will there be any restuctions oi will there not 
bo? — We do not appiove of any restrictions on the business of foieign 
banks 

292 Giving oi not giving of licenses does not leall-y concern the ques- 
tion of expansion of banking If a license is to be given, and if it 
means onty that at certain times the balance-sheet has to be w r atched, 
Then the expansion of banks of foreign agencies is healthy 9 — They will 
have to follow r the prosperity of India 

293 At the same time if Indians do- not want foieign banks any 
longer making ericioachments on their lights oi would-be rights, do vou 
not think that licenses must contain restrictive conditions? — Our Chambei 
do not desire to give any answer to this particular point 

294 That particular point, I know, you would not answei, but I still 
put it to jou In the principal causes of bank failures you have left 
•out trade slumps which contributed to the failures of the banks? — That 
will come under (d) which states “Insufficient liquidity of funds due m 
part to over-advancing on long term or lock-up advances” 

295 May I suggest that sometimes some mischievous propaganda 
might also be one of the causes of the banks closing — We have replied 
to it m Answ r er No 12 

290 I was not thinking of any real remedj , but it may be one of the 
•causes 

Chan man This lefeis to the causes of bank failures m the past and 
it is not a general question about the various causes which may lead to 
hank failui.es 

297 Lala Harhshan Lai I put it to you defimtelj that piopaganda 
might lead to it Is that your experience or not 9 — It is not within our 
experience 

298 Have >ou mentioned speculation in the causes Speculation 
lias also led m Bombay to certain closures of banks? — We have "iven 
that m answei 8 (e) where w 7 e refer to misuse of the Banks funds 

299 You sav that ‘with the large field available and the paucity of 
hanking concerns, it should follow that the giowung demand foi banks 
should furnish good piospects foi individuals tiamed m banking’ In- 
dividuals iiaincd m banking would mean the pioduce of the banking 
Institute, those who have been examined 9 — We piesume that they are 
Ihe best material being turned out 

300 You refei to those who really pass the examination They may 

pass or merely study for their own advantage 

301 To what positions, do you think, should gentlemen passing out 
of the Institute of Bankers aspire? — It depends on then own merits. 
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Cfie whole' trend is towards pi ogress Presumably they could aspue to 

managership m course of time 

302 You say ‘It is the substitution of one form of banking for 
anothei, and the process must be gradual The immediate prospects aie 
the giadual substitution of Indian-trained banking staff foi the Euio- 
pean-tiomca staff and thereaftei the, late of pi ogiess much ’necessarily 
be somewhat low’ What I understand is .that Indian staff should be 
substituted n place of Euiopean staff? — That is the trend 

303 I should like vou to explain the idea underlying youi statement 
where you refei to legislation restricting business to bona fide banking 
business Would you like to favour the Committee with your idea oi 
what is lealh bona fide banking business? — I do not think we can ela- 
boiate that at all It is the business which the bank claims to do In 
this conne tion we can take the example of the Multams who aie, I be- 
lieve, absolutely and wholly Banbeis and Manuarts who undertake trad- 
ing m addition to the banking business The formei you would call bona 
fide banking business and the lattei you would not 

304 In some ot the reports an idea has been suggested that the 
shioff oi the Maiwan should sepaiate his banking business fiom his other 
business and then alone should he be assisted in the way pioposed That 
is why I was asking you whether the business of buying and selling of 
goods is a part of propei banking You say ‘G-eneial agency, such as 
buying and selling stocks and shaies, Government and othei loans is 
undei taken by banks There aie also safe custody departments Pmdah 
Offices and Tiustee .Departments’ Would you kindly let us know what 
aie Tiustee Departments? — We have not got a Trustee Department heie, 
buf I undei stand a bank which undertakes the executive chaige of de- 
ceased estates oi the control of estates belonging to mmois, etc , would be 
a Tiustee Department 

305 The woids ‘Tiustee Department’ aie used m a much wader sense 
in England? — They are used here also, e g , for the Court of Wards, 
mmois as well as for the deceased estates 

306 That would be bona fide business? — Yes 

307 You say that ‘undertakings of this natuie would generally be 
financed by means .of debentuie loans which are outside the scope of 
the Impenal Bank and which are not sufficiently liquid for other banks’. 
Do I understand that the Imperial Bank does not considei debentures 
as such as good security? Is that your experience? I do not mean 
buvmg oi holding debentures, but only advances on debentures? — 
Geneially all banks discourage advances against debentuies 

308 In Bombav or evervwhere ? — We aie talking puiely of Bombay 

309 Questions have been asked and answeied about cash credits Is 
it not a fact that the cash credit system introduced by the banks is 
largely replaced by Bills? — I do not think so 

310 Have you noticed or felt that since the cash ciedit system has 
been very largely expanded m this country bv the banks, the bills have 
begun to become fewer and fewer? — They may have fallen off, it is ob- 
vious that the cash ciedit is more popular 
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311 That is the reason why the bills have become unpopular 

312 Chan man The Chamber admit that when they say that “there 
18 undoubtedly a deaith of bills m India and the absence of a legular 
discount maiket maj have something to do with this, also the system 
of cash ci edits” 

313 Mr Jadu Nath Boy You said that there was no difference 
between an investment trust company and an industrial banlc as m both 
cases money is to come out from the share-holders If the public are 
not co mi ng forward to subscube to the capital of the industrial bank for 
financing indigenous industry, would you think it advisable that Govern- 
ment should guaiantee the mteiest on the debentures of the bank as 
suggested by some witness 0 — It would be of great assistance to the In- 
stitution 

314 In legaid to the tiaimng of Indians, some have suggested that 
theie should be a license with a condition that facilities should be given 
foi practical tiaimng? — That has already been answered We said that 
piactical tiaimng followed theoretical training or went simultaneously 
with it j 

315 At piesent they do not get any facilities except from the Imperial 
Rank, but if othei Exchange Banks also gave facilities, that would be a 
gaeat help to Indians 0 

316 Chav man It was m answei to a question of mine that the 
witness made the statement that the Exchange Banks should also stait 
schemes foi the tiaimng of Indians similar to those staited by the Im- 
pel ial Bank, and he added that as a mattei of fact Exchange Banks have 
aheady started some similai schemes — There is no scheme, Sn I knew 
of one Indian m couise of training in an Exchange Bank m London, 
T did not say a scheme was foimulated 

317 You said that some people weie being tiained 0 — Yes but vhethei 
they confoim to the conditions of service oi not is anothei matter, that 
has not been consideied 

318 Mr Boy wants to put it to you whether m the licenses you would 
specifically mention the condition that they must tram Indian youths 
m banking to give them a chance foi future employment At the same 
time m answer to a question the Chamber state that “the cost of 
management of banks must remain fauly high until such time as tho 
possibility of dispensing with the present large proportion of European 
trained and experienced officers is arrived at by the evolution of trained 
Indians of sufficient experience to warrant the confidence of the public” 
In answei to supplementanes you said that you were m favour of Ex- 
change Banks following the lines of the Imperial Bank? — Something to 
that effect, yes 

319 But you would not go so far as to accept Mr Boy’s pioposition 
that it should be a condition inserted m the license 0 — I think it is un- 
necessary 

320 Mr Jamal Mohammad You speak of certain disadvantages m 
the practice of financing) floating capital by means of deposits Would 
you suggest m what way we can meet the evils inherent 0 — A distinct dis- 
advantage lies m the fact that m bad times deposits are liable to be with- 
drawn fiom good and bad concerns 


321 But is theie no way by which you can. lemedy it? — The remedy 
can only be by replacing the deposits from some concerns uho aie not so 

liable to pamc 

/ 

Sir Leslie Hudson Theie is anothei remedy which was biought out 
by our friend, which was that the deposits should be made m the first 
place with banks and that industrial concerns should obtain loans from 
banks 

Chan man What Sn Leslie Hudson says practically amounts to the 
same thing, viz , that deposits should go into banks and these concerns 
could take the money from the banks 

322 Mr Jamal Mohammad Banks do not finance block capital out 
of deposits leceived for shoit teim? — I do not think that deposits by 
•depositois m industry aie seeuied by block, they are not seeuied either 
by specific moitgage 

323 You say that the supply of capital foi industrial development m 
India is somewhat hmited Can you suggest means by which this can be 
made more adequate? — We have pointed out the defects and the remedies 

Chairman “Until the capital maiket can be fed by Investment Trust 
Companies or Issue Houses the difficulty of mobilizing the capital that 
is available for mdustnal development will lemam” That is the solu- 
tion offered by the Chamber 

Mr Jamal Mohammad It is not a lemedy 

Chan man But that is all that the Chamber can say They speak 
of the danger still existing of financing long-term investments by means 
of short-term monev 

v i 

324 Mr Jamal Mohammad Is that the lemedy you suggest? — That 
is so 

325 Does the lemark that banks have financed industries as far as 
the security offered peimits, apply to the Tanning Industry? — I do not 
think that the Chamber are m a position to discuss the Tanning industry 

Chan man Does that apply to all industries that the Chamber is 
aware of? — As far as we know, yes 

Mr Jamal Mohammad To all industries manned by Europeans and 
Indians? — Absolutely without any difference at all 

326 In the same answei the Chamber state that they are not in favour 
of any special measures foi providing finance for Industrial development 
bj- means of Trade Banks and attempts m this direction such as the 
Tata Industrial Bank m the past have shown that the economic develop- 
ment of the country is not yet ripe for this type of speciahzed Bank 
Supposing that the Tata Industrial Bank was found not to have been well 
conducted, do you still consider that the establishment of such a bank for 
the piomotion of Industries m India would be unnecessary and undesir- 
able? — It is a hypothetical question 

327 The Tata Industrial Bank did not encourage industrial business 
and supposing it was found that they could not be taken as an instance 
of an industrial bank, would you still consider that there is no necessity 
foi an industrial bank? 

£ 2 
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Chan man Tiie Chamber aie not strictly against the si ai ting of indus- 
trial banks The witness modified his statement to some extent 

328 Mr Jamal Mohammad You say you are not m favoui of the 
Bank late being eontiolled by the Government of India Why should 
you think so? When cuneney and fiscal policy aie m the hands of 
Government, why should you be up against the bank late alone being 
m the hands of Government? 

Chairman In answei to various questions the witness admitted that 
there might be occasions for Government mteifeienee fiom international 
considerations 

829 Mi Jamal Mohammad My point is when cuirency and fiscal 
policy are in the hands of Government win should the Chamber parti- 
cularly object to the Bank late alone being controlled by Government? 

Chairman We aie concerned moie with banking now than with other 
political questions? — We gave a veiy full leply to that question and 1 
do not think that the Chamber aie m a position to add to it 

130 Sn PauhtPamdas Thaknrdas The obieet of the Reserve Bank is 
no combine contiol of both cunencv and credit If that be the object of 
the Reseive Bank, should not the Reseive Bank have control rf cash 
leseives? If so how do you justifr youi recommendation, namely, that 
the Reserve Bank should deal with securities instead of cash?— We pie 
surne that the Reserve Bank will have a capital as well 

331 The Reserve Bank has to belong eitlrei to sh.neholdeis m to the 
State If the Reseive Banlc scheme is that it should be a shareholders’ 
bank, then, I wish to ask you as a practical bankei whether you would 
like to have a capital of 20 croies instead of cash deposits fiom member 
hanks? — I presume that the capital of the bank uill be sufficient 

332 The othei scheme of drawing cash instead of Government secu 
nties from member banks, even though the percentage be small, would 
make the task of the Reseive Bank easy Otherwise the Reserve Bank 
has to make up foi it Is’nt it? 

(Mi Buckley ) By the note issue 

333 You aie counting on the note issue to make all ihe piofiis But 
the note issue has to be backed with gold 

Chairman I thought that the witness had admitted that at least a 
ceitam amount of the Bank’s deposit should be m cash (To the Vice 
Chairman) All that you suggest is that it should be m cash, though it 
might be very small 

334 Sir Purshotamdas Thaltuidas Now regarding the licensing of 
non-Indian Banks voui Chambei favours licensing only of banks which 
may be started m India heieaftei? — That was oui intention 

335 Which means that the banks w Inch are alieadr established are 
to have an advantage? — We piesume so 

336 Why do you want anv advantage foi the banks which aie already 
established? — We do not want any advantage for them We suggest that 
there should be no disadvantage to them 

,337 If you agiee to licensing being applicable to all non-Indian banks, 
whether they weie established 50 veils ago or whether they aie going to 
be staited 10 yeais later, theie would be no disadvantage to any I 
understood you to say that licensing should be restricted to the banks- 
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fehat might be stalled heieaftei Why do you juesume that there would 
he a disadvantage if licensing weie made applicable to all? Have you m 
yom mmd anj lesfcnetions in the fojm of licensing which may be a. dis- 
advantage to the new concerns? — We do not wish to punish anvbodv. 
The licensing would automatiealh mean legislation We presume that 
the banks aheady established have been heie long enough to command 
public confidence and theiefoie they should be above the necessity of 
registeung themselves 

338 Why should they not be subject to a nmfoim system of legisla- 
tion m common with new banks ? — If a license dees not amount to restric- 
tion, I do not think theie can be any great difficulty In some countries 
It means very lestucted control 

339 But as the question is put, y on would not pi ess that existing 
Danks should be exempted from licensing? — As it is, we aie aveise to any 
restrictions that should be placed on the banks by any foim of licensing 
cr registration Oui recommendation is that theie should be no iestnction° 

340 In lepfy to Lala Haikishan Lai’s quesiion, I undeistood you to 
Say that the existing exchange banks enjoy a soit of monopoly and that 
vou did not object to Indian banks competing with them I would like 
veu to know what happened with legard to the Tata Tndustnal Bank 
That Bank, foi the purpose of its business m London, made an application 
to the Seeietary of State foi India to be put on the appioved list for 
Council Bills but the latter lefused to put them on the appioved list wuth 
the lesult that the Tala Industrial Bank had to experience gieat difficulty 
re then exchange business Now take it fiom me that that was a fact. 
Would you considei it fair treatment to an Indian bank? Would you call 
it fair competition? — In the absence of satisfactoiy explanation, I would 
admit that it was not fair 

341 If that soil of thmg did exist you would call that a senous handi- 
cap? — Subject to the leseivation above, yes 

S42 You admit that it is not so much a question of introducing m India 
banking m the oidmary sense of the woid but it is a. question of substi- 
tuting western methods of banking for the indigenous methods of brok- 
mg? — That is the idea 

343 Do you think that the western banking system, as it is pm sued 
at present, is as economical foi the lequnements of India as the indigenous 
hanking systotai? — The indigenous bankei is the link between the culli 7 atcr 
and the market 

344 You theiefoie think that wdnle western banking is moie subside 
for poits and cities, foi uiban and ruial aieas the banker who selves the 
majoi poition of India at the moment is the indigenous bankei 0 — Yes, but 
only foi the present 

345 You theiefoie think that what is lequned m oulei to put the 
Indian banking svstem on a piopei level is to see what c an be done foi 
that banker of the masses of India— foi the -mpiovement of his methods 
and foi the llmpiovement of his facilities? — The western system can be 
extended w'ltbin a leasonable period of time 

346 Oh MvJchtar Sivqh In your reply to a question put by the 
Chairman, you said that it was not the concern of the bank to gamble in 
mdustiv Do I piesume fiom tins that you consider that 1 the mdusuiv 
should first be started and not till it is actually able to show 7 piofits should 
the bank come to finance it? — -I said before that we feel that the necessary 
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capital foi an industry should be put up by the piomoteis and not supplied 
by the bank 

347 Is it not the piactice on the Continent that the man who is reau? 
with an industrial scheme appioaches a banking concern foi financial 
assistance ? — We have said we aie not cognisant of the banking system on 
the Continent 

348 If that be the system, would you like it? — Gieat risk has to be 

taken Is it safe foi the bank to take that risk? 

349 If the bank exists foi the development of the country, it ought 

to finance the countiy’s mdustnes 

Chan man (To Ch Muklitai Smgh) — They have already said that they 
prefer to adheie to the English conservative system of banking, and that 
really is the answei to youi question You aie now tiymg to find out 
something fiom them in a matter on which they have no knowledge 

350 Ch Muhhtai Smgh Can you enlighten us as to what is the stamp 
dutv on debentiues in England? — Theie is some duty, but we do not know 
how r much 

351 You said with regard to lestnetions on foieign banks m England 
that they 7 weie bound to employ a certain peicentage of officeis m Great 
"Britain 0 — We have gone very 7 fully into that aspect of the question If 
a foieign bank w 7 eie started in England, they had to employ a certain 
number of Bntishers The Board of Tiade insist on it because of the 
excessive unemployment m England at the moment 

352 Aie banks included in ‘films 1 — I think so 

353 Aie you in favour of a sitmlai thing being followed in India? — I 
do not suggest that But theie are a numbei of Indian cleiks working 
m eveiy one of the foieign banks established m this country 

354 So you aie perfectly satisfied that theie aie a sufficient number 
of Indian cleiks voikmg m those banks >■ — The Board of Tiade standard 
m England would be more than satisfied by 7 the numbei of Indian cleiks 
employed m foreign banks m India 

355 Is theie no lule which lays down the numbei of Butish officeis 
to be employed in those banks? — Have we not sufficiently 7 replied to this, 
Sn? 

Chan man I think you have My mfoimation is that practically every- 
body m England is consideied to be a bank employee Even a civil seivant 
is called a cleik 

356 Ch Mulch tar Smgh Would you agiee to a restriction being in- 
cluded m the license? 

Chairman If the foreign banks aheady employ a laige Indian staff, 
what is the objection to its incorporation m the license?— -We agree with 
the Chairman 

357 Ch Muhhtai Singh Aie y T ou aware that theie is a restriction in 
Amenca that if a foreign bank is started theie, it cannot leceive deposits 
from Americans? Would you like to have the same soit of restriction 
placed in India? — Would that be of advantage here? 

358 Supposing it is considered that all these deposits will go to the 
Indian indigenous banks, thev will no doubt be profitable to the country 0 — 
And yet you will be depnvmg the public of safe institutions foi deposit 
of their funds 
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359 But if it is considered beneficial you ■would agiee to such a iestnc- 
tion being put in the license? — We do not see how it can be beneficial 

360 Aie theie any countries ■where no lestuctions aie placed on foreign 
banks? — Theie aie no restrictions m England bainng the Board of Trade- 
regulations In Siatn tlieie is no restriction 

361 I presume you have suggested that if the w r oik of banking be 
entiusted to Indians, then the banking business wmuld be cheaper, iate^ 
would go down lowei than if the management weie left m Emopean 
hands? — We adhere to oui answei 

362 Bo you agiee that if a large numbei of Indian banks with Indian 
officers weie staited, the business lates would be cheaper? — Ceitamly thau 
would mean cheapei over-head expenses 

363 If that is so, would you give us any idea as to how to develop 
Indian banking? — The Institute of bankeis might be in a position to help 

364 You saj jou are against the formation of industrial banks Bo 
you eonsidei the existing joint stock banks aie quite sufficient to finance 
industries that may be staited m this country 0 — We don't say joint stock 
banks, but onh "the existing banks" 

365 Bo 'vou not eonsidei that foi an oidmaiy joint stock bank it is 
impossible to assess a proper value of the assets of an mdustnal concern > 
Ii that be the case how do you consider it to be safe to allow the financing 
of industries by joint stock banks alone? — I don’t see an\ difficulty about 
that It is possible to assess the propel value 

366 Will not the financing of an industrial concern depend on whether 
ic is a profitable concern oi not? — Not necessanly profitable, but solvent 

367 BW do you judge the solvency of the concern? — It is not i ery 
difficult to find that out 

368 I simply suggest whethei it wall not be necessary foi the bank to 
enquire whether it is a profitable concern oi not? — It is very necessary 
to know that 

369 Then hov r will the bank be able to form an opinion on the pomt ? — 
The banks can employ technical men for that puipose It won’t be v°iy 
eostlv 

370 Chairman Mr Mukhtai Singh’s point seems to be tins whether 
any of you gentlemen have been on + he boaid of an industrial concern 
and if so have \ou had any diffieultv practical or otherwise m getting an 
advance from a bank for want of technical advice, etc ? — The answer to 
thg" first part of the question is ‘yes’ and the second ‘No’ 

371 Mr Mulchtar Sinqh Are you aware that recently Japan has res- 
tricted entirely the starting of business by new T foreign banks? — Wc are 
not aw aie 

372 Is any giadation oi standardisation done at the Poit Tiust Ware- 
houses? — Yes 

373 Are the receipts of these port trust warehouses negotiable? — Ye% 
they aie transferable and aie accepted as temporary security pending the 
storage of goods 

374 Is it, oi is it not a fact that the Indian produce has not yet re- 
ceived proper value m the foieign market on account of want of gradation 
and on account of adulteiation, the foieign 'market has got a very bad 
opinion about Indian produce? — That is so, I should say, almost invariably. 
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375 Has it not been made penal m diffei ent countnes, especially 
Denmaik and the United States of America that an article will non leave 
ita Poit befoie it is piopeily inspected and ceitified as to the different 
grades 01 standaids mtioduced by these eountnes? — This is undoubtedly, 
a fact m legaid to nnnoits into the United States of Amenca where you 
have to comply with the customs regulations In legard to Denmaik, 
you aie piobably lefemng to the expoit of dairy pioduce 9 

376 Yes, and if they find that the quality is below the standaid they 
are not allowed to be expoited? — We are not aware of that Theie is m 
force in Gieat Uiitam at piesent, a system of giadmg of agricultural and 
horticultuial pioduce 

377 How do the foieign exchange banks m this countiy pay income-tax 
in tins countiy They don’t piepaie a sepaiate balance sheet foi then 
business in India 0 — Paitieulais which satisfy the Income-tax authoi it.es 
aie given to them on the basis of which they aie chaiged income-tax 

378 My point is, that m Gemiaiiy and othei eountnes they aie chaiged 
income-tax piopoit’onately on the profits they make and the business they 
do m the country So far as 1 ceuld see that is the basis on which they 
aie cliaiged income-tax 

Mr Buckley Do you mean to say that they aie chaiged income-tax 
on the tum-ovei? — 

Mi Muhhtdi Singh Yes 

Mi Buckley Ceifamly not on the turn ovei 

Mi Mukhtai Smgh Then on what basis is the income-tax calculated 9 

Mi Buckley It is calculated on the piofits alone in India Piofits 
ceitified by the Boaid of Dnectors of the Exchange Banks m London aie 
given to the income-tax authonties, on the basis of which the income-tax 
and supei-tax aie collected 

379 Mi Mukhtar Singh Don’t you considei that by the opening of 
new blanches of the Inrpenal Bank m places wheie theie has alieady been 
an indigenous ]omt stock bank or banks, the lattei have been lnt haid 9 -- 
I think it is difficult foi us to answei that question 

380 Mi Devadhai In answei to Mi Kliaitan you weie good enough 
to say that Euiopean tiadeis themselves look afiei the internal trade as 
well with the object of eliminating the middlemen You aie awaie that 
the Co-opeiative societies aie also doing almost the same woik I should 
like to have the views of voui Cliambei wdiether you are m favoui of the 
eo-opeiativo movement doing this woik 9 — We aie always m favoui of the 
co-opeiative movement 

381 And you think they aie piactically doing the same work by 
leaching the small man m the villages 9 — The co-operative societies n tins 
country have not yet leached the scale vhich is necessary 7 foi its piogiess 

382 You aie m favoui of the iapid expansion of the move'ment 9 — Yes 

383 In connection with godowns and waiehouses, don’t y*ou think 
that if small godowns aie ei ected m the villages foi the benefit of the small 
ixameis and piodnceis, the latter will stand to gam 9 — Youi point is mot 
quite clear, Do you ask for Government subsidy 9 

384 I am not talking of big waiehouses at the poits I am onlv 
suggesting the formation of small warehouses m the countryside supported 
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by small Government loans such as those adianeed to the eo-opeiative 
movement *? — We aio m favoui of this land of small waiehousmg scheme 
up-counhy, piOMded you can oveicomc the initial difficulty of cost and 
that is the only objection we have 

885 Just as at present with the help of Government and also a laige 
number of the public interested m eo-opeiative societies, these societies 
aie stalled and aie able to find then capital lequncments If the same 
principles of cc-opeiation were to be followed m legard to small tiadeis 
and* some land of a bank is formed with tile assistance of Government 
similar to the assistance icndeied to the Co-opeiative societies m the initial 
stages the bank would be able to finance the sbiall lequncments of petty 
industrialists and otlieis Don’t you appiove of tins suggestion*? — Then 
do you advocate f he ohminnnon of the indigenous bankei who is doing that 
wcik non ’ 

886 Peisonalh, I am not .igainst the indigenous bankei at all, but 
I am onl\ suggesting a better and systematised method of helping the 
•village industries I would like to know if the commercial community 
v»ould support that proposition*? — I think we should be in favoui of any 
justifiable enterprise which will follow the example of self help 

387 W_ aie all aueed that the indigenous bankei has lendcied veiy 
great seivices to the conn in but theie is still some room foi improvement 
in Ins met bod and wars What would be the attitude of the business- 
world with legard to the expansion of the co-operative movement taking 
the place cf indigenous bankei s° — Wc aie m favoui of the suggestion 

888 Mi Ramadas Paninht With legaid to banking education you. were 
good enough to make < -omc suggestion Aie vou m favour of including 
co-operative banking as one of the subject^ of study m the curricula of 
banking education*? — The Institute of Bankei s may be able to expand the 
curriculum as the oigencies of (he situation miy lequne 

389 Do you favoui the inclusion of co-opciative banking m the cum- 
cula of instruction 0 — It is worth while suggesting that to the Institute of 
JBankeis 

390 You say that “gieatei co operation between the financial cenhes 
and nun 1 aie-s is necessai V” If I suggest to you the linking up of the 
si stem of co-opeiative banking with the joint stock banks of the country, 

' wall you agiee 0 — Tms is ven difficult ro answ^ei We cannot consider such 
<i gonc-ial point Your question does not ause fiom om answer 

Chan man You bare stated here that gieatei eo-opeiation between 
financial centies and nual areas is necessaiv Mi Bamadas Pantulu’s point 
is supposing that eo-opeiation might bo established by the linking up of 
co-operative banks with joint stock banks, would ton agiee to that pro 
position*? — We see no objection to that at all 

391 Mi Ramadan Paniulu You say; that “if m the futuie agucultuial 
tuoduce can he financed by bills drawn against commodities eithei whilst 
m the field or m transit a bill market might come into being The smaller 
industries might he financed m the same way” Do you agiee to co-opeia- 
tive banks doing this business’ They have plenty of funds at their disposal 
at piesent? — It .s q nte a legitimate banking business — I don’t see any 
reason why any icsuictions should he placed on co-operative banks doing 
tins business 

392 I am obliged to you for your news Wc hove been lecentlv cir- 
•culansed by the Pegistrai that this business does not foim pait of the 



42 


work of co-operative banks, and hence it was I requested you to give us 
the views of your Chambei 

Regarding debentures of land mortgage banks, at piesent their interest 
is guaranteed by Government in Madias they aie not yet considered as 
u us tee securities If I suggest that joint stock bank and the Imperial 
Rank may be made to lend money on these debentures, they will be a 
consideiable help m the financing of long term loans Will you agree to 
this suggestion? — I don’t see any objection to the suggestion 

393 Supposing I request this Committee to lecommend that the deben- 
ture issues of the land mortgage banks should be made negotiable and 
marketable, would you think that I will be conect in doing so? — I trunk 
the Committee might consider such a recommendation 
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Mr. S. N. PochMianawala, Alanagmg Duector of the Central Bank of 
India, was examined 

394 Chairman — You give five reasons why India has so far been unable 
to compete successfully m industrial pursuits Want of sufficient capita 1 
is one of the leasons Will you kindly tell the Committee the relative 
importance of this item to the other items ? — Capital is the most important 
among the five items If there is sufficient capital the othei handicaps can 
be oveicome Skilled labour could be impoited 

395 Two of the items mentioned aie want of techmcal knowledge and 
w r ant (A piactieal expenence You as an experienced bankei, I daiesay, 
know that one of the fundamental bases of ciedit is confidence, and confi- 
dence depends laigely on the business ability of the peison who seeks that 
confidence Therefore even if capita] were forthcoming, while that business 
abihtv, that is the practical experience and technical knowledge were nut 
forthcoming, Avould such institutions flourish? — The skilled labour and techni- 
cal knowledge could be impoited We could have experienced men irom 
different parts of the world 

396 You want also to impoifc practical experience? — Yes 

397 According to youi ideas, the actual mdustiy would be lun by im- 
poited people Only the capital would be subscribed m India and would be 
controlled m a way by the shaieholdeis and then duectois? — Yes, otherwise 
no new industry could be established 

398 Latei on, you say that “attempts have been made from time to 
time by enthusiastic pioneeis, etc , but m few cases have the lesults been 
encouraging ” Now how would you reconcile that statement with the 
statement you have just made Why did not these enterpnsmg pioneers 
import outside help m regaid to practical experience and technical know- 
ledge? — Because foreign goods were imported and sold and no maigm ot 
piofit was kept m the industry The industry may be floated very suc- 
cessfully, but if it leaves no maigin against competition of foreign goods, 
necessanly it has to suffer 
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— it will be the mam entenon to stait with, and the aftei-iesult would 
mostly depend upon cncumstances 

400 But how would capital be foitheoming it the peisons who aie 
lequned to pioduce it have no confidence m the ability of the people 
canning in 1 usm- ss to piovide them with adequate letums? — So fai, 
most of the mdasti es staited m India have been bv peisons having no 
technical knowledge Boi instance, the non industry, the hv dio-electnc 

rdustiy Jie^c have been started only thiough confidence m the people 
wdro have staited them They then tiy to put the company 01 the mduskv 
in the best possible w ° \ bv impoitmg foicign laboui and foieign technical 
expei ts 

401 Ibeiefci * fieni what you say it follows that at the outset m cei- 
tam cases theie has been no lack of capital — Yes 

402 And because the piomoleis of the concern did not import outside 
piactical experience oi outside technical knowledge, theiefoie the concern 
tailed 9 — Some of them failed foi these leasons, some of them failed 
because of the leasons which I have given ]ust now , namely, no margin 
of piofits being left owing to foreign competition 

403 That being so, would it be collect to say that want of sufficient 
capital was the mam cause of these failures? You give five leasons and m\ 
initial question was wdiat was the lelative importance of the hist item to 
the othei items To the best of my lecollection you considered capital 
to be the most impoitant item Youi statements latei on indicate that 
m ceitam cases theie was initially no lack of capital, but theie weie two 
othei factois, m some cases the people who promoted the concern did not 
bung m outside piactical expenence and outside technical knowledge W'hich 
you think is essential, theiefoie they failed In some othei cases, theie 
was no laige margin of piofit left, theiefoie they failed also That being 
so, don’t you think it is necessaiy for you now to modify the fiist state- 
ment you niudf , viz , that you considei want of sufficient capital to be the 
principal leason foi the failuie of these concerns? — -I still stick to my 
statement 

404 It has been suggested by one witness that theie is a lack of 
adequate ciedit facilities toi the finance of the non and steel industry and 
the hy dro-electnc industry and that, foi example, foi this reason new com- 
panies foi the manufacture of steel have not been staited notwithstanding 

* the fact that the cost of pioducmg pig iron is cheapei m India than any- 
wheie else Have you anv intimate expenence of these industries to say 
whether in your opinion these industries aie actually suSenng fiom lack 
of adequate finance ? — I have no intimate experience of these two industries 
But as fai as the non mdustiy is concerned, theie aie thiee non companies 
which have not been doing so well, besides this, I do not know much about 
them 

405 Yuu do not know'- anything about the hydio-electnc mdustiy? — No 

406 What ate, m youi opinion, the leasons foi the failuies of the pioneer 
industries, to which you lefei m the fiist paiagraph of your memorandum? 
You have aheady answeied this to some extent Do you want to supple- 
ment voui answ'ei ? — I say that if theie is sufficient capital a company is 
able to stand the losses for a certain time, if theie is not sufficient capital 
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it cannot stand competition and eveiy mdustiy has to meet with Josses 
in the beginning I think the iron mdustiy has been able to puli on only 
because theie has been sufficient capital 

407. Is it youi point then that m the ease of these pioneer industries 
sufficient capital was not subscribed at the outset to enable them to tide 
orei the penod during which adequate returns could not he pioduced? — 
Yes 

408 Do you think that at the time these pioneer mdustnes were floated 
they could not have seemed adequate amount of capital to tide ovei that 
initial penod? — It may be want of experience of the persons who 
have established those mdustnes m calculating the requned capital, then 
the change of circumstances, the change of times, might have gone against 
them 

409 Does the inadequacy of capital facilities to which you refei lelate 
to the block expenditure oi to eurient requirements? — To both, m some 
eases to block expenditure and m some to cunent requirements 

410 Theiefore your point is that theie is a possibility that the pioneer? 
of heese cancel n a until miscalculations about the capital that they might 
lequue for both puipcses at the initial stages until they weie m a position 
to earn adequ •!<_ profits 7 — Quite so 

411 You have said latei on that the Imperial, foieign exchange and 
the indigenous hanks La\e suppoited and financed the textile and ]ute indus- 
tries la tins suppo't m joui opinion sufficient to meet all then long and 
shoit teim requirements? — Yes 

412 Have ron m tins connection noticed any distinction m the attitude 
of the Imperial Bank towards the textile and jute mdustnes? — No 

413 You sa} that the textile mdustiy of Bombay has recently been 
sufteimg fiom inadequate financial suppoit fiom banks Aie you lefenmg 
to finance foi woiking expenses? — Yes at piesent 

414 Can you also tell the Committee what the leason is for the want 
of adequate financial suppoit horn banks to which you lefei? — The clnet 
leason is that the mdustu Jor the last many veais has been m a veiy 
bad condition It is not a profitable mdustiv at piesent and natuially 
fiom veai to year the companies have sustained losses which have reduced 
then capital The banks were advancing monevs to the mills on then 
capital and on then sound position Yeai aftei \ear the capital has been 
leduced as theie have been losses and naturally the security of the banks 
lias gone down and so they aie leluctant to make advances to some of the 
textile mdustnes 

41 a It has been suggested bv some v finesses that mills m Bombay 
vlnch obtain loans from banks on the secuiitv of goods aie lequued m 
several cases to gne additional guaiantee by the Managing Agents although 
sufficient margin is lequued to be kept bv the bonoweis m legaid to the 
value oi the goods Inpothecated Can you tell the Committee what aie 
the reasons for this practice?' — This has been a piaetice fiom the beginning. 
When, the textile companies lequue loans, the secunty of the company 
and the agents is alwavs taken into account, although it is more a question 
of piaetice than anything else 
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416 Have you any information about the basis of that practice? — No, 
it has been going on foi many years 

417 You say that the smallei industries do not get any support from 
banks, as the lattei have no technical knowledge of the mdustues and 
therefore do not consider it safe to invest their funds m the financing of 
such industries Is this consideration peculiar only to small industries? 
Are the banks, m youi opinion, provided with sufficient technical knowledge 
m legaid to majoi industries? — With leference to the major mdustues, of 
course there is no technical knowledge on the part of the bankers, but 
wheie sufficient data aie given thiough balance sheets, reports, etc , the 
bankeis can form some opinion about the industries The smaller industries 
are generally proprietary concerns and banks can have no knowledge as to 
then technical oi financial position 

418 That bungs me to anothei point Theie are really two aspects 
o£ the question Pnstly, the initial stage rvhen it is not possible Joi the 
company, w nether rt is dealing with a laige industry or a small industry, 
to pioduce a balance sheet At that stage, how will the consideration to 
which ymi ic'fer apply m the case of the laigei industry 0 — In the initial 
stage, whether it is a laige industry or a small industry, I do not think 
banks do make advances 

416 Do you think it would be right for a commercial bank to make 
anv advance at that stage? — No, it is not light and so most of the banks 
do not make any advance in the initial stage to an mdustrv, that is when 
it is undei construction 

420 World not a piopuetary concern running one of ibo smaller indus- 
tries be xcouned to pioduce a balance sheet? — Balance sheets are never 
issued by piopnetaiy concerns 

421 So long as that state of afians lasted, the concern would not com- 
m°i.d the confidence of the public, can it be lemedied m any way? — It 
cannot oe remedied, unless the persons who are engaged m these smaller 
.ndustrres establish themselves into companies based on joint stock prin- 
ciples, then they could expect to get financial help from banks or fiom the 
pubhc 

422 That state of aSans would not be remedied by the establishment 
df industrial batiks, puie and simple? — I agree with you, but then it will 
automatically follow If mdustnal banks aie established, such proprietary 
concerns would like to form themselves eithei into joint stock companies 
or to show their results oi activities m such a way as to get help from 
the in dustnal banks 

423 Nothing stands in the way of their liking that arrangement at the 
present moment?— -Then they will think that there is some bank which 
will necessarily help them, if they could satisfy that bank 

424 You said that m the case of the larger industries, when thev are 
in the stage of working, if they produced a balance sheet which the lending 
hank consideied to be satisfactory, there would be no dearth of loan from 
that hank? — Yes 

425 The same consideration would srnely apply to a smaller industry? 

Yes, but at present the smaller industries are not under those conditions* 
they axe all proprietary concerns and they do not show what thev have been 
doing 
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426 That as my piecise point, theiefoie the difficulty arises moie from 
the particular way in which these propnetary concerns manage their busi 
ness than fiom any disinclination on the part of existing banks to help 
them — Th at is so 

427 Does your scheme of capitalisation of your proposed industrial bant 
contemplate only shaie capital, oi do you intend that the bank should 
have the power to xaise debentures also’ — It cannot be only share capital, 
there should also be debentuie capital 

428 The first question is, do you agiee theie should be debentures?— 
Yes 

429 That being so, would you prescribe any limitation on the issue of 
debentures m lelation to the paid up share capital? — No 

430 You do not want any shaie capital at the outset, but simply 
want debentures Is that youi intention’ — The capital is not ordinary 
shales, but preference shares or bonds of 5^ or 6 pei cent guaranteed by 
Government 

431 You recognise that theie must be some shaies, otherwise, it would 
not be a shareholders’ bank Assuming your idea is that these should be 
preference shares, still the question arises whether there should be any 
limitation on the amount of debentures to be issued m relation to the 
paid up shaie capital’ — It uould all depend on the business of the bank 
which may gradually increase 

432 I am quite piepaied to admit that the amount of debentures would 
increase with the growth of the business of the bank, but my pomt is this : 
would you at any stage impose any limitation on the amount of that deben- 
ture capital m relation to the paid up share capital’ — It should not be 
m excess of the capital 

433 Theiefore you would impose a limitation that the debenture capital 
should not be m excess of the share capital? — As I said, it would all depend 
upon cncumstances If there is good secured business wuth an industrial 
bank, even if the debenture capital is moie than the share capital, it would 
not mattei much as there would be sufficient assets wuth the company 

434 Your point then is that it is not necessaiy to have any limitation 
on the debenture capital m relation to the share capital? — Yes 

435 You have suggested that Government should guarantee intei est 
at a prescribed late on the capital of the bank Would it not be more 
proper that the Government guarantee of interest should apply to the deben 
tuies that might be issued by the bank and not to the initial ordinary 
capital? — Then it will be very difficult to get the capital, because the past 
experience of the public is such that I do not think that for an industrial 
bank capital would be forthcoming 

436 Theiefoie your point is that Government should guarantee interest 
on the preference shares as well as interest on the debentures ? — The interest 
on the debentures may not be guaranteed by Government, as there would 
be tangible assets m the hands of the company; but m the initial stage 
m order to induce capital for the industrial bank, that provision is necessary 

437 You want guarantee of interest on the preference shares wuth which 
the bank is to start its busmess, but not on the debentures which will be 
issued thereafter, according to you, on adequate securities? — Yes 
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438 Do >ou flunk it Mould be necessaiy to adopt othei measures foi 
making these debentures attractive to the geneial public, foi example, by 
making them trustee securities oi Mould jou like that concession to be 
given to piefeience shines? — I do not think that at the piesent stage those 
securities should be taken as trustee securities, because Me Mould have to 
M-aleh the lesults 

439 Theiefoie at tbe piesent moment >ou do not uaut any othei con- 
cession tiom Government excepting guarantee of interest on the pieterenee 
shares ’ — Yes 

440 What do >ou exactly mean by saying that tho “bank should do 
no other business except financing industries in their primary stages and 
till such time as such concerns can acquire for themselves eiedit sufficient 
enough to mdure commercial banks of the countrv to grant them clean 
or seemed facilities '>” Do vou think that it Mill he eithci possible or safe 
foi the commeicial banks to piovide the mdustiics Mith finance foi exten- 
sion schemes bevond the initial stage’ — If they have parsed the initial 
stage and if the companies have got sufficient assets io be placed with 
the othei hauls (c g , stock etc) then the other banks will h* able to 
finance these concerns Tlieie Mill no longci be am necessity foi the 
industrial bank to finance them 

441 But, surely Ihe commeicial banks can only give them c hor, term 
credit’ — Yes, but against stocks the short teim credit will be quite good 

442 Foi purposes of extension schemes? — Yes, even for o> tension 
schemes It will all depend upon the secuiitv that the company is able 
to oftei Suppose a company has aTieady spent 20 oi 30 lakhs on the 
concern and if they M r unt for extension a sum of 2, 3 oi o 'nklis, they 
will be able to get accommodation from othei banks, ns there is suffi- 
cient security to pledge with the banks If the concern is doing profitable 
business and if the balance sheets give a good idea of the business itself, 
tlie commeicial banks would be Milling to help 

443 Let me puisue this mattei a little fuither An industrial concern 
starts its business according to voui ideas and it has to go to rn industrial 
bank foi initial assistance Therefore apparently tins industrial loncera 
must offer the industrial bank adequate secunty foi a loan It may have 
for example to hypothecate with the industrial bank flic bulk of its pro- 
perly Then the time Mill come for extensions, probably after 3 or 5 
years Suppose the concern up to then has not been able to fully repay 
the loan to the industrial bank and therefore the bulk of its assets are 
hypothecated to the industrial bank Then the concern wants nioie capital 
for its extensions Take it to be a mill , it probably thinks if it is to put 
up anothei 100 looms, its business M’ould impiove and the overhead charges 
would be reduced Do you seriously contemplate that at that slage° it 
would go to a commeicial bank and that the commeicial bank would be 
m a position to find money foi it, even if its business bad been flourishing 
in the pi reeding 3 oi 4 yeais? — It Mill all depend upon individual cases 
Suppose a company with a capital of its onm, say 20 lakhs, has borrowed 
bom the industrial hank 5 or 6 lakhs by the hypothecation of its assets 
and then if it wants 2 oi 3 lakhs more, it is pist possible that it mwht get 
the amount though it has aheadv.borroned from file industrial bank * There 
is generally no hard and fast rule 
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444 That brings me to my point It may be' possible or it may nob 
be possible Therefoie when you say that the industrial bank should do 
no othei business except financing of mdustiies m their primary stages, 
you piobably gc too far — Yes The Industrial Bank may have to finance 
industries aftei the primary stages sometimes 

445 You suggest that the industrial bank should not be allowed to 
leceive deposits foi a shortei teim than three yeais It has been suggested 
that such lestnction would hamper the woik of the industrial bank and 
that short term deposits foi a term less than thiee yeais should also be 
allowed vith a view to enable the bank to finance the floating expenses 
of the industrial undertakings to which they have made long teim advances 
Have you anything to say m legaid to this suggestion? — The period of 
thiee yeais is placed foi the leason that if it receives yearly deposits, it 
will necessarily compete with the other indigenous banks 

446 The competition may be stopped, but the mdustnal bank may fail 
to seive its purpose? — I do not think so, because the industrial bank will 
have to depend more on its own capital and debentures, as they have 
got the remedy of issuing debentures, they lull be able to get money by 
means of debentures 

447 They may or they may not? — Yes 

448 You want to avoid competition between vanous classes of 
banks ? — Yes 

449 You say that applications foi loans to the mdustiial banking 
institutions shoold be enteitamed only aftei 50 per cent of the leguired 
capital of the company is subscnbed and paid up by the public Would 
you kindly explain to the Committee what the object underlying this 
restriction is ? — It is only foi the safety of the mdustiial bank enteitammg 
such a pioposal It would mean that foi the mdustiial bank that much 
would be the margin for the money they will be advancing to such a con- 
cern 

450 You began by saying that the fundamental leason why mdustiies 
cannot be started m India is vant of capital and now you want to put m 
a restriction that unless 50 pei cent of the capital is actually secured, 
your mdustiial bank must not give it any assistance? — Because the indus- 
tries are not to be started at the risk of the mdustiial bank The public 
or the piomoters have to take certain usk, and unless theie is a certain 
margin sufficient foi any probable loss with the mdustiial bank, it uould 
not be wise or safe to advance money to such mdustiies 

451 Theiefoie you aie not m favour of providing very facile credit oi 
capital for these pioneei institutions? — We cannot call them pioneer insti- 
tutions from the start It will all depend upon how they aie worked In 
the beginning a certain amount of capital is always necessary to safeguard 
the interests of the lender 

452 You say that when a Reserve Bank is established, the existing 
banks should be able to meet the financial demands of the industries by 
the aid of i e-discounting facilities afforded by the Reserve Bank Does 
this imply that at piesent, existing banks find it impossible or difficult to 
secure i e-discounting facilities from the Imperial Bank? If so, has your 
bank evei been refused such facilities? Are you aware of any other bank 
having been refused such facilities? — In the first place, this re-discountucg 

Von. Ill D 
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business is not at present m practice m India Ihe Imp enal Bank chs 
counts bills of ordinary shroffs or merchants The Impenal Bank has not, 
so far as* my knowledge goes, refused to re-discount bills of banks, but the 
practice here is that if a bank goes to re-discount its bills with the Impenal 
Bank it would be taken to mean that the bank is m financial tiouble 
This is the last resoit which a bank takes m case it wants any financial 
assistance' from tbe Imperial 'Bank In othei parts of the world this re- 
discounting business is quite a common thing, but heie m India any 
bank which goes to re-discount its bills gets its credit affected and it is 
for this leason that banks ‘do not go foi re-discounting their bills with the 
Impenal Bank Another reason is that the Imperial Bank, when le-dis- 
countmg these bills, does not give any advantage m the late of interest, 
but charges the same late of interest as it chaiges to an ordinary indivi- 
dual shroff We tried to cieate a bill maiket thiough the Union Bank of 
India under our management We used to supply the traders direct with 
monies and get their bills re-discounted with the Impenal Batik They do 
not give any concession rn the rate of discounting, but charge the same 
rate of interest as they ehaige an oidmary individual shroff 


453 Is the prejudice m India against asking foi the 1 e-discounting of 
bills which you mentioned a prejudice on the part of the indigenous 
banker? — Bankei as well as the pubhe 


454 Do you think this piejudice will be removed by the establishment 

of a Beseive Bank? — Yes Be-diseountrag of bills with the Deserve Bank 

wall be quite different from the re-discounting of bills witb the Impenal 
Bank The Deserve Bank will not discount the bills of oidmary merchants, 
they wall discount bills of banks only Not only that , these banks will try . 
to get some advantage m the late of mteiest and wall be pleased to get the 
bills re-discounted rn ordei to get then financial position strengthened 

455 If that is the position, -why do not the banks at piesent at least 
make an endeavoui to have bills taken, say fiom their outside clients and 
get them ic-discounted by tbe Impenal Bank? — The diffeience is this a 
full of the Cential Bank is a hill diawm by a mei chant, endoised by a shioff 
and again endorsed by the Cential Bank It has tlnee paities to whom the 
Imperial Bank looks to Unless there is some advantage m the interest, 
whv should the Bank le-discount it with the Impenal Bank? Suppose 
"the Cential Bank le-discounts these bills at 6 pei cent flora the maiket 
Unless these bills can he le-discounted at 5 per cent oi 4 per cent theie 
well be no advantage to the bank But if the Imperial Bank insists on 
the rate of 6 per cent , i e , the same rate at which we got it from the 
maiket, tlieie wall be no advantage to the bank in re-discounting the same 

45G The leal difficulty then is the mteiest late and not what -sou fiist 
stated, uz , the natuial antipathy to a system of l e-discounting ° — That also 
exists If it is known that banks aie re-discountmg bills for the difference 
m mteiest and making a piofifc over it, then that prejudice will naturally 
go off 


457 You gave as the reason foi the prejudice m the bemnmrm that 
the indigenous bankeis were apprehensive that if they tried to le- discount 
their bills then credit m the eyes of the public wall suffe. How would * 
tbit ic lemovod? — If the public know that banks do not re-discount bills 
because they aie in financial tiouble, but aie doing it m older to make- 
something m interest 
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458 Mr Lamond The representatives of the Bombay Chamber 
said that there were adequate facilities foi the le-discountmg of bills in 
India by the Impenal Bank 

459 Chairman Will not the Reserve Bank hmit the papei discounted 
to such as have a shoit maturity 9 If so, will you kindly explain how the 
existing banks vail be able to make long term investments m mdustnes 
aflei the cieation of a Reserve Bank? — From time to time some bills may 
be discounted and these be replaced by othei bills I do not think there 
can be any difficulty in that Until that time the banks will have to 
arrange their own finance 

460 But will it be possible foi a commercial bank undei those condi- 
tions tr afford this long-teim credit? — As explained above it cannot be 
long toim credits It will be say 12 months or more and' will be fluctuating 
according to the stock 

461 That may meet the lequnements of working capital but not for 
extensions — That I have aheady explained In the initial stage commercial 
banks will not help any industrial concerns 

462 When a Reserve Bank is established you do not think very laige 
capital will be needed for an industrial bank I fail to see how the con- 
ditions will be alteied in that particular lespect on the establishment of 
a Reserve Bank If you do admit that it requires qualifications, theie is 
an end of the matter? — Yes 

463 If on the establishment of a Reserve Bank the existing banks would 
m jour opinion be able to meet the financial demands of industries, why 
have vou in your scheme of the futuie bdnkmg system of India piovided 
for an Industrial Bank 9 — That question is also answered by the answer 
just given 

464 It has been suggested by one Chambei that attempts m rhe direc- 
tion of taking special measuies for providing finance for industrial deve- 
lopment such as the Tata Industrial Bank m the past have shown that the 
economic development of the countiy is not yet lipe for such a type of 
specialised bank Have you any views on this suggestion 9 — I prefei not 
to answci the question 

465 Sn Purshotamdas Thahurdas On what giound? — Because of my 
connection with the Tata Industrial Bank 

466 Surely you had no connection with the Tata Industrial Bank when 
it was woikmg 9 — From what experience I have had of the Tata Industrial 
Bank after the amalgamation I do not like to expiess my views But 
I do think an Industrial Bank is a necessity as I have already said m the 
memorandum 

467 Chan man If 70 U had no connection with the Tata Industrial 
Bank, do you still feel reluctant to say anything on the subject 9 — Yes 

_468 In ■'*0111 scheme for the banking system m India, what soit of co- 
ordination would you suggest between the mdustiial bank on the one hand 
and the pioposed Reserve Bank and the commercial banks on the othei? — 
I do not think the mdustiial bank can have much to do with the Reserve 
Bank except m the matter of 1 e-discounting of bills, because the mdustiial 
bank veil not be keeping any current account or any floating deposits, 
and except any re-discounting of bills I do not see how it can come into 
anv further contact with the Reserve Bank 

v 
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469 Ate you in favour of a single industrial bank with branches in. 
principal industrial centres 01 would you prefer an all-India central indus- 
trial banking institution with provincial or regional industrial bonks with 
a definite plan of mter-i elation and co-ordmation adopted? — Personally I 
think if theie are Industrie 1 banks m each province of the country, it would 
be better They will be able to look to the needs of their own province 
better than if there is one bank with branches 

•a.70 Something like the apex co-operative bank? — Yes 

471 You have summarised the se\en principal defects tn the Lanlnng 
system Will vou kindly tell the Committee what remedies you suggest 
for removing the second defect, viz , inability of indigenous banks to 
increase their lending power to meet seasonal or unusual demands 0 — That 
can only be done by creating a bill market and re-discounting facilities 

472 In your memorandum to the Bomba\ Committee, you <my that 
the Impel ml Bank of India have opened many of thou branches at places 
where theie is business just enough foi the blanches of joint stock banks 
ahead-"' m existence Can you supply the Committee with facts and 
figures slrowong the deposits, advances, rates foi loans and deposits and 
profits of am of the branches of youi bank affected by the opening of the 
Imperial Bank blanches, both before and after the opening of such 
blanches? — The xety fact that Tmpenal Bank opened Its own offices at, 
certain places such as Jhana, Chandausi, etc , and then ultimately had 
to close them down shows that tliev opened the branches because there were 
blanches of otlrpr banks and seeing no sufficient business, thc\ had to close 
their blanches The deposits of joint stock banks are never affected because 
the Imperial Bank’s lates of deposits are always lower So the opening of 
Irapenal Bank blanches does not affect the deposit figures of indigenous 
banks It is only in lending moneys that there is a competition and the 
rates are lowered down to a level which takes off the margin of profit 

47o It has been suggested that the opening of these branches of the 
Imperial Bank of India has been of advantage to the public m that it has 
brought down the interest rates What is \onr view on this suggestion? — 
Tins ,s a wade question These interest lates have not affected the com- 
meiCMl oi business interests of the place to any appreciable extent For 
instance, at places which may be cotton centres it is only the cotton 
factorv owncis who may have been affected to a ceitam extent I admit 
that the interest rates have been lowered compared with .’hat they had 
been previouslv It has given no advantage to the commercial community 
of the place but only to a section of it 

474 Surely it has given an advantage to tlio larger public? — Not the 
Ioiger public but only to a small section of the commercial public 

475 You state that at certain places, people who had ginning factories 
may have gamed an advantage m the interest rates If that is so, would 
it not follow’, generally speaking, that that advantage would probably be 
passed on tc the producei of the cotton?— No It will simply go to swell 
the profits of the ginning factories and traders or dealers m cotton 

476 Tt might be passed on to the traders or dealers in cotton, but it 
is not likely to be passed on further down? — No 

477 Will that apply to agriculture generally? — Almost generally 

478 Sn Purshotamdas Thalturdas It means that if you finance a cotton 
middleman at an up-country centre cheaper, then it is not reflected m the 
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price which the cultivator will get 9 — Because the cultivator has already- 
got Ins own price, it does not affect his prices at all 

479 So that whatever your late of lending may be at these centres, 
your conclusion is that it dees not benefit the producer at all Even if you 
chaige 12 per cent , the pioducer will be able to market Ins crop at the 
same race as when you lend at six per cent 9 — No, not to that extent 

4S0 To -what extent 9 — The extent will all depend upon the world prees 
Supposing it the former late was 9 or 10 per cent, and if the middleman 
gets accommodation at 7 per cent I do not think the producer gets the 
benefit of this 3 per cent 

481 lour conclusion, therefore, is that to that extent the indigenous 
banker losses and the producei does not benefit 9 — Yes I say that so fai 
as there :s a legitimate percentage of profits left — I do not talk of any 
extraordinary margins m interest — even one per cent would make a lot 
of difference to the indigenous banker and the Imperial Bank One per 
cent , I do not think will be of much concern to the middleman who has 
been bon owing money 

482 Is the middleman of a greatei standing than the bank 9 — Owing 
to d nly wide fluctuations m prices of commodities one per cent per annum 
mteiest does not count 

483 Is pnee fixed by world conditions? — He buys from the cultivator 
at a pi rcc which would m his opinion fetch the market values 

484 If he can have the finance at 5 pei cent would it not be better 
than 9 per cent? — He may be making 5 or 10 per cent per day or he 
may be losing 5 per cent even by paying such interest The cultivator 
wilt not get the benefit of it 

485 Chairman Even so, is it not your pioposition that the price which 
the cultivator receives wall not in any way fluctuate with refeienee to the 
rate of interest on the money which the middleman requires for financing 
his business 9 — Yes 

4SG Mi Lamond Will not that make the middleman more anxious 
to buy 9 — I have in my mind only a difference of 1 per cent m interest 
It is not a difference of 5 or 6 pei cent 

487 Would more competition be to the advantage of the agriculturist? — 
I do not think the cultivator gets any advantage of this 1 per cent 

488 If he gets advantage of cheap finance, it will make him a more 
anxious buyer 9 — But the competition will depend on the financial position 
of the buyers themselves 

489 Mr Manu Suhedar If one middleman gets cheaper finance than 
another, that man will be able to outbid his rival 9 — Yes 

490 If theie was a different method of financing middlemen so that 
some middlemen get greater facilities from the banks than other middle- 
men, then those middlemen would be able to outbid their rivals * — Yes 

491 If the Japanese gave very cheap finance to their clients and they 
went on the field and the Indian also went on the field and the Indian 
got his finance at 10 or 12 per cent and the Japanese at 5 per cent , 
the Japanese would be able to outbid the Indian, and also either he w r ould 
make moie profit himself or he would give bigger price io the cultivator 
or there would be split Some he would get, and some he would give to 
the cultivator? — Yes 



492 Chan man It has also been suggested that the Impel tal Bank 
of India with its piestige is able to secuie the confidence of the public 
and to stimulate m them the saving habit and that as a lesult, business is 
bound to gimv which wall make it profitable for both the Imperial Bank 
branch e nd the othei joint stock banks to exist side by side m the locality 
Have you anything to sa> on this suggestion? — As I said there is so 
competition foi deposits betw-een the Impenal Bank and indigenous 
banks 

49 ‘i You say that the Government policy of giving special concessions 
to the Impenal Bank to open blanches m diffeient parts of the country 
is against the mteiests and giowth of indigenous joint stock hanks m 
Indn Will you kindly tell the Committee what aie the special conces- 
sions yau aie lefeumg to? — lb is only the Government moneys that they 
have been making use of without interest 

494 At the same time they do not make any eliaige to Government 
for doing that woik In the next plaee is it youi desne that Government 
monoj at any paiticulai place should be distnbuted among all the banks 
there’ — No, because it is not the policy of Government to deposit monev 
with othei banks No Government does it, and we do not advocate it 

493 In youi memoiandum to the Bombay Committee you say that 
attempts aie being made to divert Indian capital to foieign investments 
by exchange banks Can you give the Committee any facts and figures 
to support this statement ? — I have not got facts and figuies, but those 
who are m the commeicial line at Bombay oi Calcutta know' that laige 
amounts have been invested in Amencan and foreign seciuities 

490 Di Hyilcr By the banks oi by the investors’ — Investors 

497 Why do they do that’- — -For bettei letum and foi political 
leasons 

408 Vvhy cannot the exchange banks have then own waj to encourage 
this" 5 — Some of them, o g , the National City Bank, have been sending cut 
piospectuses eveiy w'eek to the mvestois just to induce them to make 
investment 1 - m foieign securities 

499 Di Hyde i It is within youi knowledge that the continental tales 
for fixed deposits are 7 to 8 pet cent’ — The money does not go foi deposit 
investment It is foi investment m industrial concerns oi Government 
gilt-edged securities 

500 Mi Many, Suhedai Did you have also some Indian monev foi 
New Zealand’ Various exchange banks have been helping m the question 
of New Zealand foiests? — Yes 

501 Chan man You do not refer to that m youi memoiandum’ — Yes, 
because it is a very small mattei 

502 You admit it may not be so much due to declaied intention on 
the part of the exchange hanks as to the intention of the investor him- 
self ’ — Yes 

503 You complain against the exchange banks doing local business, 
such as discounting local bills, advancing moneys against properties, etc 
If you do not wish Indian capital attracted by the exchange banks to be 
diverted abioad is it advisable to place anv restrictions on the investment 
of funds by exchange banks m local business’ — My complaint against 
the exchange banks is only this, that when they, through the facilities 
they get of cheaper money, lower the rate of interest, they come in the 
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way of the margin of piofits of the indigenous banks I shall state an 
example In Bombay and Calcutta most of the Indian business consists 
of lending money on shaies, say, at 1 pei cent ovei the bank late If the 
exchange banks do small business at a iowei late, oui clients would get 
dissatisfied That is how the business of the indigenous banks sufieis and 
then raaigm of piofit is leduced 

504 That bungs me back to the point that 1 laised before Is not the 
loweimg of the ooi rowing late of interest beneficial to the public at large 
and to the tiade of the country 9 — It is, at the cost of indigenous banks. 
If the indigenous banks aie not to be suppoited and aie not to be eneoui- 
-aged, then the Impel lal and exchange banks may be allowed to do as 
1 hey ha\c been doing Otheiwise Government should supply them with 
cheap money ns there ought to be a legitimate maigin of profit left m bor- 
rowing aiul lending That is the fundamental pimeiple of every business 
and the same pimeiple must hold good m indigenous banking 

505 Theiefoie act oidmg to youi ideas the interests of public should 
give way to the interests of the indigenous hanks? — No At present as 
you know the indigenous banks have to pay highei rates of mteiest 
ior the deposits that thej have to take fiom the public Till such 
time that the lates of interest on deposits are practically the same and 
the indigenous banks aie working on tho same lines as exchange banks, 
the indigenous banks must suffei 

506 That piaetically bungs me back to mv point You are simply 
looking at the pioblem fiom the point of view of indigenous banks, and if 
I ma\ say so, without due legaid to rhe mteiests of the general public 9 — 
The interests of tbe geneial public m the long run aie with indigenous 
banks, as it is throughout the voild 

507 You say exchange banks dictate then ovn teims to Indian 
meiobants dealing vith foieign countries It is, on tbe other band, sug- 
gested that tbe competition among tbe exchange banks is so seveie that 
the lates have been cut down to the advantage of the merchants Have 
you anv specific instances to support your statement 9 — That does not 
lefer to the lates at all because they are right m saying that the rates 
have been cut down to the advantage of merchants Theie are certain 
restrictions, foi instance m payment of bills foi collection, the mei chant 
is nor allowed to tender drafts of an\ ofchei hank except the bank thiough 
which the draft *s piesented So he loses the advantage of the late which 
he would get fiom any other bank, say Oential Bank If we were quoting 
lowei lates, oui drafts will not be accepted bv the exchange banks foi bills 
lor collection About two yeais ago tbev passed a resolution that no 
paifcial dehvenes will be given against lulls 

508 In tbe case of Indian meicliants if tbe exchange banks’ teims 
aie oneious should not theie be a tendency on tbe part of these meicbants 
to diveit a considerable portion of their business to an Indian bank like 
youis which has been doing foreign bills bus' ness -Wo have not got our 
own branch in London or m other parts of Europe and we have to pay 
charges to oui agents And so it sometimes costs them moie to do business 
through us Theie is no couise left open to the public or to the meicbants 
but to submit to the rulings of the exchange banks 

509 The leal answer is that 'vou have not got any bianeh m London 9 — 
Yes 
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*>10 'Win have vou not started a biaoeh m London, if there is so much 
money m it?— There is no question of money In a separate memo- 
randum, I have aheady stated the diftcu'ties of an Indian hank to, start 
a biauch m London 


511. I thought you said it costs something like B? 60,000? — If is not 
only the cost Without the eo-operation of the exchange banks, no Indian, 
bank can do exchange business 


512 In youi memoiandum to the Bombay Committee, you said 
that restrictions should be imposed on the botrowmg powers of the exchange 
banks >—The exchange banks have got the first footing m India and neces- 
sarily have atti acted deposits since many yeai-= As no figures of indivi- 
dual companies are published, I am nob m a position to state what amount 
of deposits the National Bank oi the Charteied Bank have got in India 
So fai as I know, I think the Cential Bank has more deposits than any 
of the individual exchange banks m India Therefore it cannot be said 
that there is want of confidence in an Indian bank It is only other con- 
siderations that we have to take into account 


513 Could \ou say what these olhei eonsideiations aie? Because I 
think a little while ago you said that these exchange banks pay a lower 
rate of interest? — Yes, at piesent the rates of deposits are lower with 
exchange banks than Indian banks Indian banks have to pay higher 
rates because deposits that aie alread/ with the exchange banks cannot 
be diverted to the Indian banks unless a little higher rate is offered 
Naturally 1 the tendency of the public is to lock to everything from London 
and Europe with confidence It is fm such ica?om that the exchange 
banks have been able to get about 63 crores of deposits As I have said 
m mv memoiandum you have to take into accounl diffeienfc considera- 
tions The idea that the exchange banks get deposits only because people 
have more confidence m them and have no confidence m Indian banks is 
not correct 


514 I was tijmg to find out what weie vour reasons for saymg that 
restrictions should he imposed on the ben owing poweis of the exchange 
banks 5 — They should not be allowed to borrow' money m India for use 
outside India 


515 You do not make that point clear You have simply made a 
statement in voui memoiandum that lestnciions ate to he imposed on 
the bouowmg pew'em of exchange banks 

516 Dr Hyder On the investment of deposits ?— On the moneys 
that thev take from the public as deposits 

si i Chairman You said that that w r as not youi intention You 
wanted restrictions to be imposed on their investing the money which 
tlmv take from the public m India in business outside India?— Yes, this 
would natm ally follow If thev are } inhibited from usmg Indian money 
outside India, natm ally they will have to borrow less m India than they 
do now J 


518 Mr Manu Subedai Is it true that they cannot employ all the 
money which they have m India at piesent*' — I think so 

hav ® 1,0 g0 outside India for finding remunerative employ- 
ment — xes, sometimes “ J 


520 
No It 
so 


And they bonow m India at 
is not a question of rates, 


cheap rates and employ it outside 1 — 
as at times it is not profitable to do 
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521 Mr Buckley Piom youi personal experience, when you wert m 
the seivice of an exchange bank, you were undoubtedly aware that there 
are seasons m the yeai m India when the exchange banks are lunnmg very 
heavy overdrafts m London In other voids they aie borrowing money 
from foieign countries m oidei to finance foieign tiade m India’ — That is 
feo 

522 Theie may be, however, slack seasons when money does accumu- 
late at Home, that money is eventually biought out m the busy season 
and not only is that money biought out but also very laige amounts are 
borrow ed fioni foreign countries’ — Yes 

523 Chan yuan It leallv comes to this, you want lestuctions to be 
imposed on the Diesent facilities of the exchange banks for receiving depo- 
sits That is vaat it comes to? — Yes 

524 Have you any giounds foi assuming that if the exchange banks 
are prohibited fiom taking deposits to the extent they do now, the depo- 
sits will all go to the Indian pint stock banks ’ Is it not purely a ques- 
tion of confidence ’-—Part of the excess might go to the Indian pint stock 
banks If the exchange banks refuse to take deposits after a certain 
limit, it must naturally go to the banks oi foi buying gilt-edged secunties 

525 It all depends upon the confidence of the mvestoi’ — Yes 

526 That is the prime consideration? — Of course 

527 You say that the interests of exchange banks are protected by 
the restriction imposed by the Impenal Bank Act on the foreign exchange 
business of that Bank and you complain that similai steps have not been 
taken to safeguaid the interests of the indigenous banks It has been 
suggested that the restuctions on the Impenal Bank m regard to foreign 
exchange business aie due to the fact that the Impenal Bank has been 
placed m charge of enormous balances ot Government and for their safety 
it is necessary to lestnct the activity oi the Impenal Bank m a field 
which involves much risk Have you anything to say in legard to this 
point of view ’ — I do not think the exchange business is m any way more 
riskv than tne legular business that the Impenal Bank does Besides it 
is more liquid 

528 You therefore like to see that lestnetion removed even when the 
Impenal Bank is handling the balances of Government? — Yes 

529 Do not other restrictions legardmg the nature of business that the 
Imperial Bank can transact leave an exclusive field for pint stock banks 
m regard to advances’ — No, because the Impenal Bank so far as they 
could get two signatures would receive any kind of securities as colla- 
teral 

530 But should & pint stock bank also reauiie two signatures with 
collateral secunties’ — The joint stock bank requires one signature, but the 
Impenal Bank, according to then Act, requnc two signatures So they 
woukl act on that and the other securities will be taken only as colla- 
teral 

531 Mr Khaitan You mean that the Impenal Bank by getting two 
signatures can iiansacl any kind of business that they like and practically 
the provisions of the Statute are thereby nullified? — Yes 

532 Sir Purshotamdas Thakurdas Do I undeistand that is the usual 
method? That is the exception rathei than the rule Are you dealing 
with the exception m your inference? — Yes 
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533 What pci cent age of business you think is of that nature 9 — About 
ten per cent 

534 That is the highest you can think of?— Yes 

535 Would you base youi evidence on such exceptional cases 0 — 
Examples that jie m my knowledge make me undeistand that this class 
of business is being entertained 

530 I an. not challenging your information I am only tiying to 
understand and make clear to the Committee what you are saving?— In 
the bulk of then business the Impend Bank keep to then Chartei 

537 Youi 10 per cent is what you suppose may be the maximum 9 — 
Yes 

538 Chan man You say Hut tlieie should be independent Rescue 
Back offices and that the otlici banks should place then reserves with the 
local Itesene Bank blanch Will this not militate against economy of 
reseives 0 — Tlieie is some misappieiiension about these Beset ve Bank offices 
These blanches aie only part and paicel of one Keseive Bank So far as 
management of individual biauehes ’s concerned, they mnt not be refer- 
ring matters to the head office, but so foi as policy of the reserves is 
concerned, they aic only part and paicel of one 

539 Unfortunately you do not make tl at clcai at the end of the second 
paiagiaph of vour document Theie vou sav the onlv difterence is that 
the lattei unlike the blanches would be invested with note-issue powers? 
t — Yes 

540 lou say that one leason foi having these independent blanches 
is to give the people oj each district m oppoi limit's of ‘subscribing to the 
debenture capital of the Reserve Bank Will you lcindiv tel] lire Com- 
mittee what advantage you expect fiom giv.ng such an oppoifunily , seeing 
that no poweis of choosing the cluec tonic ue to be confeued on such 
debentuie lioldeis m youi scheme oi duectoiale 0 — llete also the blanches 
are not to be established because debentures aie to be distubuted m the 
districts The blanches are to be established in older to cany out the 
business of those provinces and fiom the bianclns the debentures may bo 
distributed It n not for disliibutmg debentures that blanches me estab- 
lished 

oil You would qualify that statement to this extent? — Yes 

542 Anolhei of youi leasons foi having independent blanches of the 
Reseive Bank is to have a boaid of dnectors compnsmg of local mem- 
bers able fully to piovide foi the leqruiements of the locahtv Con this 
not be secuied even with a single Reseive Bank with a dnecioiate consti- 
tuted so as to ..cpiesent the mteiests of the whole of India instead of only 
a few selected centies, and by the addition of local advisoiv boards if 
necessary, at places wheie the Reserve Bank has blanches?— I think I 
have alieady explained w r hat should be the qualification of the central 
boaid, and this qualification you can nevei expect fiom an ordinary joint 
stock bank directoi The membeis of the boaid aie whole time peisons 
uheieas the directois of joint stock companies meet once a w r eek for an hour 
or so 

543 Ycur view is that it is not possible to distnbnte among the prin- 
cipal centies of India people possessing the qualifications which you icquire 
foi youi ducetois 9 A numbei of these directois will be taken fiom the 
different paits of the country, but they should be persons wdio cm devote 
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then whole time and eneigy on the woik of the Reserve Bank, if they 
..axe appointed as legulai membeis Then only 7 they will not have to look 
to the oidmaiv management and oidinary busmens of the Reserve Bank 
but to the pohcy fiom tune to time, fiame lules and attend to cuireney 
matteis and such important questions 

544 Will not directors in wholetime service lose touch with local condi- 
tions? — The local boaid will look to this The same difficulty will arise 
if you keep youi dnectorate m Bombay and they will not know the condi- 
tions in Calcutta except thiough letters The same thing will hold good 
whethei you have the boaid at Bombay or Calcutta 01 at Delhi or at 
Simla It would make no difference because somehow 01 other the cen- 
tral boaid has to be at one place If it is kept moving, even then it 
would have to keep m touch with the different paits of the country 

545 It practically comes to this that yru apprehend yonr central 
Roard consisting of whole time men will not have that intimate touch with 
the local conditions as the local boaid suggested by you would have? — They 
will he in intimate touch with general conditions The local board will 
he m touch with the business at different centres The directorate that 
I have suggested will have nothing to do with the local business, except 
to see that everything is done accoiding to piesenbed lules and regula- 
tions 

546 Mi Manu Subedai You mean a boaid of full time experts? — 
Yes 

547 You say that Government Tieasuiy work could be gieatlv simplified 
by opening sub-bianehes of the Reseive Bank under the distnet branch of 
the Reseive Bank Seeing that the Imperial Bank has aheady blanches 
existing at a numbei of places capable of doing Government Tieasurv woik, 
will you explain why you want the Reseive Bank to open branches at all 
places? — If theie is a Reserve Bank, the Impenal Bank should woik as 
othei banks now woik The Impenal Bank should not be allowed to deal 
with Government moneys 

548 Do you object to the Impenal Bank functioning as agents of the 
Reseive Bank transacting government business? — I think giving such woik 
do the Imperial Bank would mean giving a ceitam amount of status to that 
Bank 

549 You know that the Impenal Bank does not chaige Government the 
cost of then staff If the action you suggest is taken, it would mean a 
certain additional expenditure? — In that case the moneys which lie with the 
Imperial Bank without any mteiest v ill be employed by the Reserve Bank 
m discounting bills and they will be earning mteiest Whatever expenses 
which are now saved will have been gamed by the employment of this 
money The Impenal Bank do not pay these expenses out of then own 
pocket 

550 Sn P-ui shotamdas Thakuidas In fact, you suggest that the 
Reserve Bank should do the work free of charge as is now done by the 
Impenal Bank? — Yes 

551 Chairman You say that the cential boaid of the Reserve Bank 
should be at Bombav, Delhi oi Simla Do you think Delhi or Simla a 
suitable place for the headquaiters of the cential body which has got to be 
m constant touch with the money market? — I have aheady explained that 
the cential boaid — whether it is at Bombay, Calcutta, Delhi or Simla — has 
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to look aftei the geneial policy and the broad curiency questions The local 
boaid at each place will be in touch with the market 

552 You say “The central board should lemain m touch with, the 
maiket conditions of the country ” How can they remain m touch with 

the maiket’ They will be m touch with the market conditions, because 

they will be getting daily leports from then own blanches 

553 My point is that they will not have a dnect touch with the market 
Is it not? — That is not possible How can they remain in touch with the 
maiket at each and every place’ It is impossible 

554 We know that Bombay and Calcutta aie really two business centres 
m India What do you suggest m that case’ — The Boaid cannot be at 
both cenfcies They will have to get a lepoit fiom eithei of the two centres 

555 Theiefoie, do >ou suggest that whatever touch the central board 
can maintain will be with the local boaids "*— ■ -Yes 

556 Sir Purshotamdas Thahurclas Youi suggestion is that the central 
boaid cannot be at both the places’ — Yes I would suggest Bombay. 

557 Chan man Why have you suggested Delhi and Simla also with 
Bombay and Calcutta? — I think foi the sake of convenience of Government, 
natuiafly for the hist few years the directorate would like to be m greater 
touch with the Finance Member and the Government Department 

558 Chairman Do you mean to say that it should be near the head- 
quarteis of Government’ — Yes Just m the beginning 

559 Sn Purshotamdas Thahurdas Do you call it financial Sw’ara] or 
financial self-government? — If the pow r ers are given to the central board 
as undei my scheme, necessarily it will be self-government m finance 

560 Mi Manu Snbcdar Do you think that some of the full time experts, 
wall be at all centies’ — No, at one centre 

561 Chairman You say that a big capital of Rs 10 crores, of which 
Rs 5 cioies wdl be required to start with is necessary m oidei to enable 
the Reserve Bank to gam control of the finance market What is your 
answer to the critic w r ho says that the debenture capital wall be nothing 
when compared wath the othei capital m the hands of the Reserve Bank, 
nu , the balances of Government, the cunency reserves, and the bank 
reserves, and that theiefore no big capital is really required for the bank 
except what is necessary in older to provide against losses during the first 
few yeais, befoie the leseive fund is built up’— I think the least capital 
required is Rs 5 croies That capital is lequired because m the fiist place 
it gives confidence to the depositors and note holdeis The public would 
not willingly entrust its money to, and accept the promises to pay of, a 
newly established bank that had not sufficient resources behind it The 
capital provides a fund on which, m the event of losses on its operations, 
the Bank may draw towards meeting the claims of its creditors 

562 Chairman From that point of view do you think that Rs 5 crores 
will be small’— It is still a small amount looking to the piestige of the 
Reserve Bank 

563 The cntic says that the bank will have seveial crores from other 
sources What do you say to this?— True, but it cannot be called it's 
capital It will not be Bank’s owm monev Rs 5 crores only will be the 
capital of the Bank 

564 Do you say that capital will be laised by debentures ?— Yes 
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565 You say that the debentuie capital of the bank should be allotted 
to the highest bidders Is theie not a dangei of the capital being, as a 
result, held bv a few capitalists instead of being widely distributed amongst 
the public? — Capital is to be distributed in difieient centres Supposing 
there is a feai of its being held by capitahsis, it can be easily protected by 
giving a certain figuie to each individual applicant That is to say, no 
applicant should be granted more than Es 10,000 or Es 20,000 

566 You like to limit the amount of capital allotted to any individual? — 
Yes 

567 You suggest that a full leport on the operations of the Eeserve 
Ba nk and its blanches should be submitted to the Legislative Assembly and 
the Council of State Will jmu explain more fully the object underlying 
this suggestion? Is there any piecedent for this suggestion in the woikmg 
of any of the Cential Banks of the woild? — Theie are many such instances 
If you lefer to pages 159, 194, 213, 225, 248 and 285 of the book called 
"Central Banks” by C H Kisch, you will find the precedents there m 
some form oi anothei All the Eeseive Banks have not the same way of 
repoitmg to their Legislative Councils It will be practically m the same 
form as the Cuirency Bepoit now published with perhaps further details 
about discount policy, etc The foim of the Eeseive Bank s annual leport 
to the Senate may be adopted 

568 Mr Manv Svbcdai Will the report which you now suggest should 
be submitted by the Eeserve Bank deal with only ciedit oi also noth the 
currency? — With the geneial policy and currency, etc 

569 Chairman I think you refer to the report of the Controller of the 
Currency 9 — Yes The report will be made on similar hnes Even m 
Australia, a lialf-yeaily balance sheet is submitted by the Board of the 
Commonwealth Bank to Auditor-Geneial, vho tiansmits it with Ins leport 
to the Treasuier and also to both the Houses of Parliament 

570 Chairman But it is not a Eeserve Bonk 9 — Yes, it is 

571 Mr Manu Subedar That is a Cential Bank Is it not? — Yes 

572 Chairman It is stated “Half-yearly balance sheet shall be sub- 
mitted by Board to Auditoi- General who will transmit it with leport to both 
the Houses of Paihament ” It means that the report is made available 
and it is not that the report is actually made That is a leport which the 
Auditoi -General makes available foi the Houses of Parliament 9 — -I do not 
know whether it is actually made or is made available or is open to discus- 
sion It is further stated “An annual report must be submitted to the 
Supeuntendent of Banking containing such information as he may require 
in conformity with law for publication within three months of the end of 
the fiscal year ” 

573 Chairman You will mark that the repoii is submitted to the Super- 
intendent of Banking and not to the legislatures My point is this Do 
you really want that the report should be submitted to the legislature? — 
Yes In America it is done By the Federal Eeserve system, the report 
is made to the Senate 

574 Sir Purshotamdas Thahurdas The leport is made to the Senate 
for their information But do you propose that a report should tie made 
even to the shareholders? — There is no shareholders’ Bank under the 
Eeserve Bank system suggested by me 

575 Under your scheme it is Is it not? — No 
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576 You say that theie should be a capital of Bs 10 croies for a Bank 
What do you mean by that?— Those are debenture holdeis and not ehare- 
holdeis Debenture holdeis have no voice 

577 If it is guaranteed by Government, they will be able to deal with 
the executive whenever they want’— The Government have no control on 
the management So, the report has to be made to Government only to 
criticise the pohcy of the Bank 

578 Supposing there are such matters as are dangeious either to the 
skaieholdeis oi the debentuie holdeis, what will you do? — It is entnely 
in the hands of that House 

579 But what will they do? — They will criticise the pohcy, not the 
business and will pass a resolution to that effect 

580 Will that be binding on the central board?— Of course, it will be 
binding on them 

581 This is a question of the Beseive Bank and if the House passes 
a resolution, it will be binding on the House and not on the Beserve Bank? — ■ 
I have not thought over this matter, as it nas been just laised 

582 Do you 'think it is essential that the resolution of the House should 
be binding on the Bank? — I shall have to think about it and shall let you 
know about it later on 

583 Chav man If you will kindly supply us with the references of the 
Amencan system, we shall be much obliged — I have not got them here 
I shall send you along with the lepoit foi youi mfoimation 

I know that the lepoit is made by them to then Houses How far 
they make suggestions I am not m a position to say I will let you know 
later on 

585 You say that only public joint stock companies established m India 
with the aim of eanying on legitimate banking business should be allowed to 
make use of the word ‘bank’ Could you kindly tell us what you mean 
pieeisely bj legitimate banking business? — By legitimate banking business I 
mean opening of accounts and issuing of cheques 

586 Onlj these two? — These aie the essential things 

587 Will theie be only two oi moie? — Also bou owing and lending 

588 Will jou mle out what is called at piesent “agency” woik foi 
clients’ — I would allow only such companies to put the word ‘bank’ against; 
then name as would open cunent accounts, issue cheques and do borrow - 
mg and lending business 

589. Mi Manu Subedai Would jou lule out the financing houses? — 
Yes ' ° 


590 Chairman If a bank does some subsidiary woik, will you take it 
out from youi definition of the woid ‘bank’?— Do you mean trading? 

591 Dot tiadrng W e were told on Saturday that ceitam banks do 
business m buying shares, etc Will you call such institutions banks?— It 
is a part of the Bank s business So fai as the concerns are making use 
of cheques and keeping accounts, they may be called a ‘bank’ 


592 If then business is not lestncted to trading alone, but if they carry 
oe trading in addition to issue of cheques, eto , would vou still suggest that 
the word bonk should be used?-Yes, if they aie a joint stock company 
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593 I take it that indigenous bankeis also come undei the definition of 
'ba nk * so long as they issue cheques, etc Is it not? — Yes, if they issue 
cheques and open accounts 

594 In addition to this, can they do Lading business? — Theie is a 
great harm m allowing banks to do tiadmg business It is not m the 
mteiests of the depositois 

59 5 Mr Khaitan You have lestncted youi definition of ‘bank’ m the 
case of joint stock company That means it would exclude indigenous 
bankeis who have not got themselves registered under the Act Is it not? — 
}Yes 

596 Chairman A suggestion was made on Saturday that we may leave 
it to the Eeseive Bank, when it comes into existence, to lay down condi- 
tions as to the legistiation of banks befoie they aie allowed to do business 
The same thing was said m one of the Provincial Banking Enquiry Com- 
mittees’ leport Is that so? — Yes 

597 Mi Manu Subedai Would you allow a hank to trade m stocks 
and shares beyond legitimate investment? Suppose banks habitually indulge 
in' buying stocks and shares and selling them, would you consider it desir- 
able? — It is not desirable 

598 Sir Ptu shot am das Thahurdas Will not that be a handicap? — What 
I mean to say is that it depends on the class of business that a promoter 
of a bank would like to do Eoi instance, one would be taking a bit of risk 
in the business of shares 

599 What do you think should be the mam restrictions foi a bank? Do 
you think that speculation should be prohibited? — Banks do business m 
speculation to some extent They do foiwaid business m exchange, silvei, 
etc , and this cannot be prohibited I cannot say where we can draw a 
line A good deal of consideration is required , m other parts, the business 
of banking is not actually the same as m India In Germany the bank’s 
business m shares is taken as legitimate wheieas m London it may not be 
so considered 

600 Taking the present conditions of India v hat do you think? — It is 
desirable that no kind of tiadmg should be done bv banks 

601 Chairman You may say that m ordei to legulate the development 
of joint stock banks on sound lines it should be laid down that no bank 
should begin woik unless 25 per cent of its subscribed capital is paid up If 
youi object is to get some substantial^imtial capital to give the bank suffi- 
cient stiength, will it not be piefeiable to provide foi a minimum amount 
of paid up capital, e g , Ms 1 lakh or Bs 2 lakhs? — Yes 

602 Will that be m addition to the conditions mentioned bv vou ? — Yes 

603 You say that theie should be no Government exammeis to examine 
a bank’s accounts but that theie should be auditois chosen from licensed oi 
certified firm's and that the lattei should have access to the banks at all 
times If theie should be no Government exammeis, am I correct m 
assuming that you will leave the selection of the auditors to the shareholders 
from a list of auditois licensed by Government? — Yqs 

604 You expiess the view that it is not desuable that bank accounts 
should be examined by special Government exammeis Would you favour 
the inauguration of a system of audit and scrutiny by an agency created by 
the Eeseive Bank on the same lines os the audit and scrutinising agency 
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working m the United States of America undei the Reserve Bank system?— 
-Yes 

605 Do you think that tiouble about runs caused by mischievous and 
ill-founded rumours would be considerably prevented by the fact that the 
banks have authontative certificates given by impartial auditors working 
undei the Reserve Bank? — Yes 

606 You say that dunng the first three oi five yeais of the bank’s exis- 
tence, its total advances against immovable properties should not exceed 
its paid up capital What would be your recommendation m legaid to in- 
vestments against immovable propeity aftei the initial penod? — Theie should 
be no restrictions at all The bank will come to know, with then experience 
of five or seven years The matter should be left to the discretion of the 
board 

607 Mi Mann Subedar Would you not be against the investment 
jn properties beyond the Bank’s own. premises ? — Most banks have invest- 
ments m their own properties 

608 Chairman You suggest that -joint stock banks in India should issue 
monthly statements of their assets and liabilities m a simplified form Will 
you let the committee have a suitable form for such a statement? — On 
similar lines as the Imperial Bank’s statements 

609 You suggest conceited action by banks in two directions, m insist- 
ing on balance sheets fiom clients, and regulating the opening and closing 
houis of banks Do you think theie are anv othei directions in wmch con- 
certed action will be to the advantage of banking m the country? — Yes, 
specially m the question of advances conceited action should be taken by 
the banks as to the minimum and maximum lates of interest and also the 
question of other chaiges 

610 Mi Khaitan What do you mean by “other chaiges”? — In the 
mofussil and other places theie aie godown chaiges, insurance charges, etc 
If there is a uniform late fixed by the bank, it may help the banks concerned 

611 Chairman In connection with determining the credit of bank’s 
clients it has been pointed out that an organised agency exists m England 
which has been formed undei the fegis of the big banks and which compiles 
information about the credit position of traders and merchants and supplies 
it to banks on payment of an annual subscription What are your views 
about the feasibility of such a scheme m India ? — It wall be most important, 
because here we find that the private firms do not give then balance sheets 
to the banks 

612 It has also been suggested that losses to banks can be minimised if 
d cential institution like the Reserve Bank could be privately supplied by 
each bank of information about the borrowings of its customers so that the 
Reserve Bank may watch and warn the banks of any risks m lending to 
overborrowed clients Will you tell us fiom youi experience if suen a pro- 
posal commends itself to you?— The difficulty is that it will depend upon 
the class of men who may be at the head of such a department For 
instance, if the officers of the banks are not Indians, they will not know 
the position of merchants and they will have to depend upon their Indian 
clerks or Indian assistants If they are leally qualified men, of course they 
will be able to -justify their appointments So, it will depend upon what 
class of people you entrust this work to 

013 7° U assume that a Reserve Bank on the lines suggested by 
vou is started, then would such a suggestion commend itelf to vou 9 — 
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614 Chairman You say that if necessary protection is not afforded to 
joint stock banks, in course of time banking interests of the countiy are 
bound to suffei One of the measures suggested by you is to prohibit the 
opening of fresh branches of the Imperial Bank of India at places which, m 
the opinion of Government, have been adequately supplied by banking 
facilities by the existing joint stock banks Will you kindly indicate by 
u hat standaid Government should judge the adequacy of banking facilities 
at any place? — Fnstly, iiom the population of the place, and secondly the 
commercial status of the locality The Government will be in a position 
to ask the existing banks to put the figures of the business that they have 
been doing, and further the Government will be able to judge whether any 
moie banks will be able to work without any disadvantage to the existing 
banks 

615 Perhaps the v oik which jou are now contemplating will be done 
moie pioperly later on by the Reserve Bank if it comes into existence — 
Yes 

616 Mi Iihaitan You gave two methods first to judge the adequacy 
of banking facilities m a particular place, now you have added a thud — Yes 

617 Chan man You reiei m your memorandum to the Bombay Com- 
mittee to the necessitj of protecting banks against litigious shareholders 
It has been suggested that sometimes a bank’s ciedit is sought to be 
damaged b} a bear laid on the stock exchange and that this should be 
checked by insistence on the seller of every bank's shares giving the actual 
numbers of shares at the, tune he sells them Have you anything to say on 
this suggestion? — In 1924 I had diawn attention to the Leeman’s Act just 
to show v hat difteient countnes had done to safeguard then own banks. 
In 1878 to safeguard the ciedit of indigenous banks in England and io give 
due protection to them against credit wieckers on the London Stock Ex- 
change, Government passed an act known as “Leeman’s Act’’ Under this 
Act the biokei who offered bank s shares foi sale must have the shares on 
hanct befoie he could do so He must give the name of the seller or the 
numbeis of shares to be sold He cannot execute unlimited bear operations 
m the shares of any bank he may select for attack, and thus place its credit 
at his meicy The Leeman’s Act was designed by the Legislature to pro- 
tect solvent banks against such foims of attacks on the Stock Exchange by 
then enemies as might bring at times even the strongest bank into a position 
of embarrassment Indigenous banking m India is in its infancy, it is j’ust 
on its legs and so natuially deseives prompt atiention agairwf its enemies 
from Government by legislation as early as possible Will the Indian 
Government step forward m time, as the British Government did m the 
past, foi the protection of its indigenous banks? I have today referred to 
the Leeman’s Act simply to show how different nations of the world and 
their Governments piotect oheir indigenous banking and run to its assistance 
m hours of need when attacked by its enemies In every country indigenous 
banking is considered as the greatest vital power and the most important 
factor for the advancement and prosperity of its trade and industries It 
is only m poor India that indigenous banking is allowed by the Government 
f o live oi die at the mercy of its enemies and no protection is given for its 

,, healthy giowth as has been done m all the civilised countries of the woild 
Some measures should be taken bv the Government in oidei to pro- 
tect their banking institutions How, for instance, before the Leeman’s 
Act came into force m 1878, it was common practice for certain speculators 
oi enemies of banks to go on the share market, to sell their securities 
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and thus cause embarrassment to the banks This Act was introduced to 
the Government at that time to stop this piactice Measuies should be 
taken by which protection is given to indigenous banks 

618 Am 1 to understand from yoiu answer that this dangei does not 
exist at present? — Not to any gieat extent 

619 Therefore you do not advocate any action to be taken now? — If 
any action to piotect indigenous banks fiom their enemies is to be taken, 
this might be kept m view 

620 My point is that the risk does not exist m India at the present 
moment to any appreciable extent? — But it should be provided for 

621 You refer to a system of district joint stock banks foimed with 
at least one-fouith of then capital subscubed by the city joint stock banks 
If the district joint stock banks would be more populai with the public 
than blanches of city banks, can you explain nliy this plan has not hitherto 
been tned, say, by your bank? — We have not opened any branches for the 
last 5 or 6 years, except possibly one But we have already gob plans to 
work on this line 


622 You say that warehouses should be opened to provide storage faci- 
lities Will vou explain how you piopose the funds for capital expenditure 
on such warehouses should be found’ — This should be b-> pnvate enterprise, 
or the Government should undertake it I do not think the banks will be 
able to do much m this line 


623 What is the leason? — Because most of the exchange banks will not 
be much interested m outside principal cities 

624 What about the Indian banks? — Indian banks are so few in number, 
and I do not think they would be able to do much in the way of contributing 
the capital 

625 Mr Manu S-ubedar Whatever the letting charges are, you recover 
them fiom youi clients? — Yes, but heie it is a question of initial capital 


626 Chairman Undei youi scheme of distnct joint stuck banks, why 
should you not start one or two warehouses in certain important localities? — 
It has not so far been considered 


627 But pnma facie you would not consider it wrong in principle? — 
No Some banks have, I think, godowns of then own 

628 Subject to financial conditions of banks, I think you agiee that ware- 
houses should be started wherever possible?— Yes But it must be made 
clear that warehouses do not simply mean godowns for the use cf the 
banks , they should be m charge of responsible parties on whose certificates 
the bank will depend It means that a private company will be in charge 
of these warehouses They will be responsible for the goods that have 
been placed m the warehouses and then on then receipt and delivery orders 
the bank will act We feel that moie capital is necessary, but it should 
be provided by private enterprise I do not think that bank* -would 
provide it 


haa?^ 9 hp B ^n 1 ifTi 1 f h6l £ the bl ]f ness of the bjmlts °™not therefore the 
banks be expected to finance these enterprises’ — It all depends on the 

interest they have at different places warranting the investment of capital 

a, S ° S’ sny „ that tbey w,n not warehouses unless 

ey aie satisfied that they will get any business?— That is the position 
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631 But if some local individual wanted to establish a waiehouse cn the 
fines which you contemplate, would your bank be prepared to consider favour- 
ably the question of providing finance? — Yes 

632 Mr Manu Subedar Even if the bulk of the merchants of that place 
were not youi constituents? Eor instance m places where the Japanese 
merchants were handling business, would it be necessary for the Indian banks 
to provide capital? — No 

633 Chiiii man It has been suggested that all the banks m a locality 
should join togetbei and maintain a central independent warehouse Have 
\ou anything to say on tins suggestion? — I do not expect they will 

634 A suggestion has been made that Railways might keep warehouses? 
— That is a good suggestion m as much as the responsibility and the safety 
of the bank will be ensuied 

635 It 1 as been pointed out that the vaneties of ciops m India make 
giadmg difficult and lender the working of warehouses not very easy or 
economical Have you considered this question 'at all? — I have not con- 
sidered this question at all 

636 One of the reasons you give m support of your pioposal that 
foieign banks should be allowed to do business only aftei obtaining a 
license is that if is necessary m the inteiests of the safety of depositors 
Can you give the Committee any instance of a foieign bank failure m 
India and explain with reference to such an actual case how your pro- 
posed provisions foi giantmg hcenses would have helped the situation? — 
It is only sheei good luck that so fai no weak bank has opened a branch 
in India But there is nothing to pi event their coming m, opening a 
blanch and taking deposits But if a license is to be given, it should be 
done irrespective of wbethei a bank is big or small 

637 If a weak foreign bank opened a bianch m India, there might 
be some risk The point is that there will be less lisk m the case of 
a biggei bank than m the case of a smaller one? — It all depends on the 
nntuie of the business that is done 

63S You say time first class indigenous banks of a certain standing 
should be made members of the Exchange Banks’ Association irrespective 
of the nature of their business Is not the object of the Association to 
foster the business of the membei banks and is not the nature of the 
business a relevant consideration 7 — Yes, so far as foieign exchange banks 
only are concerned But my point is that we should have another associa- 
tion by which the indigenous banks may get an opportunity to come in 
closer contact with them I do not complain if the foreign exchange banks 
do not make local bonks membei s of their Association 

639 Mr Manu Subedar If you weie doing exchange business on a 
small scale, then you would like to be a member? — Yes So far I do not 
think any Indian bank has been made a member of that Association 

640 Mr Buckley You do and have done a ceitam amount of exchange 
business Have you ever applied? — We have not, just for the fear that 
we may not be enteied 

641 Mr Buckley Well, Mr Pochkhanawala, I can assure \ou than 

you would be welcome ' 
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642 Mr Maftu Subedai Then there is no validity m jour complaint? — 
If we become motribeis of the Association, we will be bound by their rules 
arid regulations, and we shall have to change oUr houis 

643 Mr Buckley It has been suggested that this Exchange Banks’ 
Association discimnnates That is not the case It is foi the benefit of 
the foieign exchange banks, to piotect them I have placed on the table 
for the information of this Committee a copy of the lules of the Associa- 
tion from which they will see that those lules aie meiely a matter of 
procedure for the benefit of everybody concerned I will lefei to that 
latoi on — If banking hours aie to be adheied to, we cannot be membeis 
of the Association, because they close an hour earlier than our banks 
Theiefoie we cannot even attempt to become membeis of the Association 
What I would suggest is that some Association should be formed m which 
indigenous banks may be given an oppoitunity of coming m contact with 
the othei banks As it is, we have no oppoitumtj 

644 Chairman They have got an Association Ml Buckley says he 
would welcome youi bank joining the Association as join bank does ex- 
change business But you say that it will not be possible foi j 7 oui bank 
to join the Association because it is difficult foi you to conform to all 
the rules of the Association That being the position, I do not undeistand 
how this can be made a condition precedent to the gi anting ot a license? — 
Thej have an established Association alieadv Youi point is that it should 
be made a condition precedent to the giantmg of a license that fiisl class 
indigenous banks should be made membeis of that Association’ — Yes 

645 But you have admitted that that is not a practical proposition’ — 
So fai as foieign exchange business is concerned But the exchange 
banks aie doing local business too 

646 Has the Cleaimg Houses Association been foimed by the foieign 
exchange banks? — No The Cleaimg Houses Association has been formed 
by the Imperial Bank What we feel is thcie is no Association established 
m whi'' h Indian banks can join and Indian banks cannot establish an 
association all alone Officers of the Impel lal and the Indian banks undei 
European management have an opportumtv to meet other European 
bankeis m clubs and associations But Indian bankets have no such oppoi- 
tunity of meeting one anothei oi of exchanging views with the English 
bankeis I suggest that some steps must be taken to piovide foi this, and 
I suggest that that step should be taken bv the European banks because 
tliev aie m a rnaiontv 

647 You said that the Impenal Bank should foim bankeis’ issociations 

m the pimcipal cities on the lines of the Exchange Banks’ Association’ 

If the Impenal Bank staited the associations and the foieign banks did 
not iom, then the pui pose of the associations would not be served They 
should join themselves oi thev should make the Indian banks join them 

618 In all pioposals foi restrictions on foieign banks, how 
far does the pnncple of reciprocity weigh with von’— The foieign banks 
come heie paiticulailv to finance then own foreign hade So theie can 
be no punciple of reciprocity m any v,p Thev should be made to adheie 
to the lules and regulations of the Indian Government even if lecipiocal 
lestnctions weie placed on Indian hanks opening blanches m then 
coimtues 

646 Supno-nng m a foieign country blanches of Indian banks are given 
facilities foi doing banking business, would vou not give similar facilities 
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jxl xeturn io foieign banks doing business m India ’ — No Eveiy country has 
certain conditions placed on foieign banks We must form our own rules 
and regulations and the foieign banks must adhere to them 

650 In most countnes, the principle of reciprocity is recognised For 
instance, if Italy would give a Fiench bank certain facilities, then Fiance 
would consider it appropriate pnma facie that the blanch 01 blanches of 
an Italian bank m Fiance should be given similar facilities That is the 
principle of lecipioeity I am lefenmg to’ — Every country has got certain 
mles foi foreign banks who desire to open blanches In the same way 
we want the foreign banks desnous of doing business m India to conform 
to our conditions before they commence business 

651 But theie may be ceitam limitations Do you favoui similai limi- 
tations m India’ — Limitations according to oui requirements 

652 You say foieign exchange banks should accept policies of approved 
Indian insurance companies Will you kindly explain the object of youi 
suggestion’ Who would “approve ” of the companies’ — I would only ask 
that the foieign' exchange banks should be impartial to Indian msuiance 
eompames 

653 Would you make the giant of license to the foieign banks subject 
io a condition that they should provide training facilities to Indians? — Yes 
I would At present theie aie no facilities given by the exchange banks 

Would you also make it a condition foi the foreign banks to em- 
ploy a ceitam percentage of their staff m India’ — I think they aie already 
doing so In any case I would not lay down any haid or fast percentage 

654 Mi Khaitan Is theie no such condition m some ether countnes? 
— It is like this Certain lugkei posts are only meant for the officers of 
the place Foi instance, m France you will not find any Englishman enjoy- 
ing a high position m Fiench banks , so also m Italy They have their own 
men occupying lughei posts 

So \ oui i ocommend ation is that ceitam higher posts should be ear- 
marked foi the nationals of the country? — Yes 

655 Chairman You lefer to the national institutions, do you not’ I 
mean m Fiance, the higher posts m French banks and not m foreign banks 
are held bv die Fiench’ — Yes 

656 YYiu say that advantage is taken of the defective law to impan 
the credit of the Central Bank Will you explain what defect m law you 
aie lefeinng to’ — It is a veiy important thing At present according to 
the Indian Companies Act, any outsider can go to a police court and 
say that certain balance sheets of such and such a bank are false and thus 
take onmmal pioeecdmgs against the directorate and the officers who may 
have signed the balance sheets Even if he fails m his object he has nothing 
to lose The other party (the bank) has to meet all the costs of the suit 
in defending the same and then credit, at least foi some time to come 
until the suit is decided, yvill be at stake,, so far as the suit is against a 
joint stock industrial concern, the public aie not much worried about the 
same, but so far as a banking company is concerned until the judgment 
is delivered then deposits are naturally affected Just to quote our own 
example, the suits took more than 2 years to reach a finality with the 
result that the bank’s work was very much hampered and the depositors 
were put m a state of suspense 
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657 Mr Ramdas Pantulu Aie you awaie that there is a provision m 
the Criminal Procedure Code which empowers the magistrate before whom 
a complaint is made to make confidential and piehmmaiy enqumes and 
only proceed with the case if he is satisfied that there is a pnma facie ( 
case against the accused? — I only want that the proceedings should not 
be conducted m open court and should not be published m the Press 

658 Have vou ever asked for that piovision m the Cummal Procedure 
Code to be applied 9 — 

Mr Mulchtar Singh It is not foi the accused to do so but it is for the 
couit to decide whethei he will make a preliminary enquiry or not 

659 Mr Manu Subedar At any late, youi experience has been to the 
conti ary and that m practice confidential enquiries are never made?— 1 
think so If there had been any possibility, our solicitors would have taken 
action in the mattei 

660 Mr Ramdas Pantulu What land of change in the law would you 
propose then?— I suggest that before it is brought up before a trying 
magistrate, the Advocate Geneial oi the Begistiar of Joint Stock Com- 
panies should make pnvate and confidential enquiries into the allegations 
rnd if a pnma facie case is made out, the complaint might go before a 
court of law 

661 So you want to take away this powei fiorn the magistrate? — I 
have no objection to the complaint being enquired into by him in his 
chambers 

662 Mr Khaitan I suppose, just as rn the case of trustee suits, you 
want the opinion of the Advocate General to be taken m the matter before- 
hand? — Something on those lines might he done before a magistrate takes 
up the case 

663 Mr Ramdas Pantulu Ho you uant the Advocate General to deal 
with this mattei in a judicial mannei or an administrative manncn? — I 
cannot give an opinion on that 

664 At any late, do you want both the parties to be piesent when he 
deals with the complaint? — Yes We onp want that no publicity should 
be given about tbis affair until a pnma facie case has been made out 

6l>5 Chairman It might still give room foi a certain amount of sus- 
picion ° — It might, but lb will at least avoid publicity 


666 Mr Manu Subcdai And you will further restrict the publication 
of the complaint unless and until a pnma facie case has been made out 
and then too only along with the written statement of the accused answer- 
ing the complaint 0 — Yes, that should be done 

667 Mr Davadhar Aie such complaints against joint stock companies 
very common 9 — The number of such complaints are increasing with the 
mciease m the number of joint stock concerns 


668 Dealing with the foieign exchange banks you say that there should 
be some control on these banks partly m the interest of the tradin' 7 public 
and partly m the inteiest of the indigenous banks As regards the trad- 
ing public you say that tbe foreign Danks dictate tbeir own terms to the 
Indian foreign trade Will you kindly let the Committee know whether 
the facilities now piovided are unduly costly, giving facts and figures to 
s |h ) P orfc your answei? I think I have alieady answered tbe point when I 
dealt noth partial deliveries and B C Drafts I am afraid I cannot give 
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facts and figuies m xegaid to this, but I may say that these foieign ex- 
change banks are chaigmg commission on the credits opened 

669 Dt Hyder Am I right m saying that they do this without any 
-discrimination between Indians and non-Indians? — I think theie is no 
discrimination, but Mr Buckley will be able to tell us what the exact 
position is 

Mr Buckley Mr Pochkhanawala under the rules of the Exchange 
Banks Association 3 ou know absolutely no discrimination is made m the 
jnattei 

670 Mi. Manu Subedar Who fixes the daily exchange rate? — The 
Exchange Banks’ Association does 

071 Chan man You refei to the pail placed by the Cential Bank in 
subscribing to Government loans and suggest that exchange banks have 
probably not done equally well m the mattei May I know if I am light 
m thinking that banks investing their funds m Government loans are 
guided by vanous considerations such as liquidity of assets, needs of com- 
merce and tiade, etc? — We were particularly appioached by Government 
to subscribe to these loans In the case of the Bombay Development Loan, 
the Govemoi of Bombay held a meeting of bankers and all banks were 
requested to rake up subscriptions and successive Bmanee Members of 
Government rl-o made similai requests to subscribe in Government loans 
We also inaugurated a scheme by which we requested our customers also 
do subsenbe to the loans 

072 I find fiom a perusal of your scheme which you inaugurated, no 
mention of any special lequest having been made to you? — All bankers 
-and banks weie approached 

673 So, it was not a special request to you alone? — I do not say that 
We ]ust helped the flotation of the loan 

674 Dr Hyder May I ask you whether such things do enter into the 
banker’s inmds, but on the contra^, is it not the late of letum on the 
investment and the security the mam consideration? — Certainly 

675 Chan man That is what T tried to find out — We invested as much 
as we possibly could 

676 You say that the Central Bank used to conduct till last year, 
classes of its own for the staff under a qualified keturer to coach them up 
for banking examinations Am I to understand that the practice has since 
been discontinued and if so, can you explain to the Committee why it is 
so? — It was discontinued because of two reasons, due to the policy of 
retrenchment and because the staff did not take much interest m it 

677 Have you any system of taking probationers m youi Bank? — We 
have not got a regulai system, but we take up probationers and fix their 
salaries according to their merit 

678 What sort of system do you follow m the selection of piobationers? 
— Generally, we take up graduates 

679 Di Hyder Bv open competition or pationage? — We do not do it 
'by open eompetit-.cn, but we go mostly by qualifications 

680 You say that it is desirable to send young Indians after a good 
tiammg m banks m India for a practical study of exchange and currency 
abroad, if it could be arranged by Government Will you kindly explain 
whether you are leferrmg to Indians already in banks’ services m India 
or to students who are newly trained for banking service? — Both 
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681 ! v Punhotamdas Thahuidas Why do you say if it could be 
auano-ed by Government”— The exchange banks do not take any 
students for training fiom here And then there is only the question of 
the othei banks And whv should Government do it" Whv not the other 
pnvate banks do so? — Because private banks aic not doing so, that is why 
I say Government should anange to send Indians abroad for banking 
training and piactice 

682 Chairman In the pioposed ‘form I” you suggest that investments 
should be at oi undei mailcet late It has been suggested that prudent 
banking lequnes that the book value of holdings should not be inflated 
because of adventitious use m anaiket puces and that such rise should be 
afloved to mciease the seciet leseivc of the bank What aie youi views on 
this suggestion? — Investments aic taken at oi undei market rates 
Sometimes it happens that certain investments may appreciate oi 
depieciatc m value So, m oidei to adjust them the appreciation m value 
of one investment i^ taken to eovei up the depreciation m value of other 
investments 

683 And so, do you mean to say that the adventitious appreciation in 
value of an investment in case where theie is no depreciation m other 
investments, should be taken into account as profit? — Hot unless the 
appreciation is of a peimanent character 

684 In the first instance, how do you determine whether the apprecia- 
tion is of a permanent character oi not? — It can be considered so if the 
rise had consistently lemaincd as such foi the past few yeuis The general 
maiket tendency is also a good indication 

685 Supposing theie is no depreciation and there is only appreciation 
would you still take the whole of the appi eciated value as profit? — Not the 
whole amount, but onlv a small poition of the permanent appreciation 
could le taken as such 

686 Knowing the position in leguid to Government paper to-day, 
how could you sav that it will stand at that level for some yeais to come? — 

If the puce had lemained during the past few years as such, and if I con- 
sider that it will stand at such Supposing the puce had been standing 
at 60 and 65, I would perfectly be justified if I valued it at 50 or 55 

687 In connection with the question of exhibition of bad and doubtful 
debts m the balance sheet in ‘ form F’, it has been suggested by one 
impoitant association that the original reservation ra that form as pres- 
cribed in the Indian Companies Act as applied to banks was peifect and 
that the piesent alteiation is not an improvement but a definite slide- 
back Will vou kmdlv let the Committee have youi views on this point? — 

I do not agiee with this view because so fai as T am avvaie, it is not 
followed by anv country m the world 

688 It has bean suggested that one of the veiy impoitant lessons 
taught by the past histoiy r of India is the dangei of intimate relationship 
between banks and companies m which bank’s dueetors weie mteiested, 
and that the grant of loans to any company oi companies m which a 
bank’s directors are directly interested foi amounts exceeding a certain 
percentage of the paid-up capital of the bank should be definitely prohibited K 
Will you kindly let the Committee have your views on this suggestion? — 

I am not opposed to lending money to dneetors against securities and 
provided a ceitain pioportion of the advance is fixed, I do not see any 
objection to it 
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689 D> Hyder What secunties have you m view 9 — Any marketable 
security, such as house propeitv, shaies, Government paper or any tangible 

, security with which the bank will deal 

690 You would not restnet it to Government securities 9 — "Why should 
it be done 9 Any sort of security (piovided it is sound) m which a bank 
would deal would do If such business is deemed safe m the case of 
othei customei s, why should it be forbidden m the case of the directois, 
ancl why should such business go to another bank 9 

693 Chau man The only danger is that the secuie position of the securi- 
ties may not be stuetly checked and valued 9 — That would depend on the 
management 

692 It has also been suggested that the directois should be lequned 
ta certify that at no time duung the penod for which a balance sheet is 
drawn up, the law was infringed m regaid to the above piovision and 
that the auditor’s certificate should also include a statement to this effect 
What are your views on this suggestion 9 — I do not appiove of this 
suggestion, as I am in favoui of giving loans to dnectois 

693 It has been suggested that the Indian Companies Act does not 
make it obligatory on banks to publish a statement of profit and loss 
account and that a piovision foi making such publication obligatory is 
required What are your views on this suggestion 9 — I think the profit and 
loss account should be published 

694 Do you want to make it. obligatory on banks to do so 9 — Yes, I 
would make the piovision obligatory Even though the law r does not make 
it obligatory on banks to publish then profit and loss accounts, almost all 
banks do so at present 

695 It has been suggested that the auditors’ certificate at present 
provided foi should be amplified and should include a certificate that the 
auditors have been satisfied that the assets have been truly and pioperiy 
•valued Have vou anything to say on this suggestion 9 — Before answering 
this question it is necessary to understand that assets consist of two 
parts, fixed assets and floating assets Fixed assets are those such as 
plant and machinery, land, buildings etc , and floating assets are those 
such as investments, book debts, stocks and shaies, etc The floating 
assets aie to be valued aeccidmgto the mailcet value and to the satisfaction 
of the auditois To fix the market value of the fixed assets would be un- 
oraciieablc and not advisable As a rule some depreciation has to be 
piovided from suipins piofits from time to time 

696 Di Iiydcr Is it not the piaetice of banks m European countries 
to 'write off a portion of then fixed assets yeai aftei yeai? — We do the 
same But they make plenty of profits and are able to wiite off quickly 
Banks m India find it very difficult at times to provide even dividend to 
shareholders 

697 Chairman You say “In the case of fixed assets, the value should 
be the initial value aftei allowing for annual depreciation” That is the 
rul° All the auditoi has to see is that that rule is duly observed and 
the assets valued accoidmgly 9 — There Imay be some assets on which 5 per 
cent depieciation may be necessary, on others 10 per cent may be 
necessary , 

698 You say m some cases there will be 5 pei cent and m otheis 
10 pei cent depreciation But I only saj? that the assets should be 
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truly and properly valued 9 — Do vou suggest that they should not be at 
mailret value 9 

699 I do not say that X say the} should be truly and properly * 
\alued What do you say to this? — When they are valued that value 
will be the same as the one obtaining at the time of valuation 

700 It may happen that you fi< 1 per cent for depreciation and the 
auditoi may say 'No’ Do y T ou think it should be left to the discretion 
of the auditoi 9 — If that is so“ then one auditor nm fix 2 pel cent and 
the other auditor may fix 5 pet cent and so on 

701 So fai as I know, it is, to some extent, done m London That 
practice pievails among the chattered accountants by which they allow 
diffeient rates of depreciation for diffoient kinds of assets I imv bo 
wiong, but I say fiom wdrat I understand I sav that the auditors 
should grant a certificate that tlicv w r eie •satisfied that the assets were 
truly and piopeily valued What do you think 0 — Auditors do not give 
a certificate to this effect because fixed assets are taken at hook values 

702 Will you now' tell me what aie voui suggestions on these views 9 
— In the first instance, it would not be practicable to value fixed assets 
of joint stock companies eveiy year The floating ones are valued at 
rnaiket tales That distinction should be made 

703 Sir Purshotamdas Thalunlos What do vou considei “fixed and 
floating assets”? — Fixed assets aie plant and machinery', buildings, lands, 
etc Floating assets aie cash, securities, book debts, stock, etc 

704 Is it applicable to the joint stock company or to the bank? — 
If it is a joint stock company, it will be applicable to them In the 
case of banks, then fixed assets aie their owui properties 

705 Chairman Oui point is this Can we make the auditors give 
a ceitificate m an explicit way 9 — It cannot be 

706 Why not 9 — So far as I think it will only assist in the case of 
floating assets Fixed assets in the case of banks will not be considerable 

707 Mr Ilhaitan An auditor should satisfy himself about the suffi- 
ciency of the secuiity held bv a bank m legaid to each and eveiy client 
Do you think it is possible foi an auditoi to venfy it? T will give you 
an example Suppose you have advanced monev lo 20 persons on their 
Calcutta properties Would it be possible for the auditoi or would it 
be practicable foi him to value each of the piopeities and will he take 
the responsibility foi saying that the properties on which the loans have 
been given aie sufficient to justify the loans 9 — These wall be under float- 
ing assets and the auditor will demand a certificate from the architects 
to satisfy himself for individual loans 

708 Will he ask foi a certificate from the architects fiom yeai to 
yeai oi only once 9 — Not fiom yeai to year If the auditor thinks that 
there is a change m the market value, he will ask for a certificate 

709 Is it necessaiy fo get a certificate fiom the architects and have it 
submitted to the auditors 9 — It is for the satisfaction of the auditors If the 
auditoi s w'ant a certificate, we have to give them 

710 Now, I wall give you another example You give loans on the 
security of two signatories How is the auditoi going to find out the 
solvency, or position oi standing of the parties to whom the loan lias 
been given? — The auditor is supposed to know ting 
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711 Chairman In repaid to these various questions which Mi 
Khaitan asked you, I will ask you this How do the directors assure 
themselves without the assets being propeily valued? — It is like this So 
fai as the diiectors of othei banks aie concerned, I do not know. 
But the piactiee of oui bank is this Whenevei there is a proposition 
against any securities, the securities aie valued at market value If 
they aie immoveable properties, we get a certificate fiom the aiehitects 
and we fix a margin on such security 

712 Is it every yeai ? — No, the ceitificate of the architects is sent tor 
when theie is an application They send it only at the time of the grant 
•of loans If the loan is renewed after two or three years and if the 
same proposition comes up before the dneetois, m that case they also 
send for a certificate If theie is any change m the market value of the 
pioperty, a fresh valuation report is caused to be made 

713 At the time of the lenewal they send the certificate Is it left 
to the discretion of the directors? — If the auditors aie not satisfied with 
the architect’s leport issued two years befoie, then at their request we 
get another leport from the aiehitects 

714 Then it amounts to this If the auditois desire, they may in- 
sist upon such a ceitificate even eveiy year? — Yes, but it will be very 
costly for the clients Because the chents have to pay the cost of the 
•certificates 

715 Can it not be a safeguard foi the depositois’ money? — I do not 
■think so You may say so about securities, but what about the clean 
advances ? 

716 Now, niy second point is about having auditois at each branch 
"What do you say to this question? — So far as oui bank is concerned, we 
have got an auditoi at each bianch Most of the blanches have separ- 
ate auditors Then leports are sent to the head office 

717 My point is that there should be an audit simultaneously Do 
you agree? — It is not possible Head Office audit takes about a month 
whereas the audit of a bianch may take only five or fifteen days 

718 You can arrange to have the accounts audited at a certain date, 
say 31st of Maich or so? — In that case, it would not be possible to get all 
the securities checked on a ceitam date 

719 Will it not pievent an entry being tiansfeired from head office 
to the branch office? — I do not think so 

720 Mr Khaitan Will it not be possible to close the accounts of the 
head office and the bianch office on a paiticular date, say on the 30th 
of June? — The accounts are closed on the 30th of June but we are dis 
cussing their audit 

Lala Harkishan Lai I do not think the accounts can be audited on 
a partieulai day Suppose theie aie 160 blanches, then the bank will 
lequire the services of 160 auditors for carrying out this work 

721 Chairman It has been suggested that banks should be prohi- 
bited by law fiom granting) loans to then auditors with or without secu- 
rity Would you as a banker give a loan to youi own auditois? Are 
you aware of cases of advances made by a bank to its auditois? — Per- 
sonally I do not see any reason why the auditors or directors should 
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not be granted loans against piopei secunties If they give approved 
securities, they should be given loans They should be treated as ordi- 
nary clients I vould ceitamly object to clean loans to auditors 

722 Theiefoie, I take it that in youi Bank this practice of giantmg 
loans to auditois obtains Is it not ? — No Oui auditors do not owe us a 
single rupee on personal secuntv 

723 You see nothing uiong m giantmg loans to auditois ? — No 
There is nothing wiong m giantmg loans against good securities 

724 It has been suggested that theic should be legislation piovidmg 
that no auditoi oi him of auditois shall lemam m office for moie than 
two consecutive years so as to mspne gjieatei confidence m the bank 
What aie youi views on this subject? — I do not think such a piactiee 
is obtaining anywlieie that I know of If the auditors are changed every 
two years new auditors vail come who may not know the internal working 
of the bank 

725 Di Hydci In Canada theie is not only a practice but there is a 
statutory provision? — I have not heaid about it 

726 Lala Harlcmhan Lai Heie the law is diffeient The law says 
that a new auditoi is to be appointed, if the old auditor declines his re- 
appointment 

Chairman The object of my question is this It has been suggested 
that in India a law should be made that no auditoi shall remain m office 
foi more than two consecutive yeais I want to know what Mi Poch- 
khanawala’s views are? — I do not think this suggestion is in the interest 
of the company 

727 Do you suggest that it mil not be m the interest of the bank? — I 
say it may be m the interest of the bank but not m the interest of the 
bank’s clients, because when we go on changing auditors, the names of 
the clients and then ciedits would be made public They wall not re- 
mam seeiet 

728 With a view to promoting banking m the countiy , it has been 
recommended by some of the Provincial Banking Enquiry Committees 
that theie must be a geneial reduction of lates chaiged by banks foi the 
remittance of money fiom one place to another and that discount on 
cheques payable thiougli a bank be abolished Have you anything to 
say on this suggestion?- 1 do not think this would promote banking m the 
country It will be m the intei est of the tiadmg community but this 
will not promote the banking habit I do not agiee with this view 

729 It has been suggested by one witness that this committee should 
study the possibility of developing credit insurance m India Can you 
toll the committee whether the system has been adopted by r any existing 
banks m India and if so, with wdiat lesult? — I know nothing about it 

730 Mi Ramdas Pantulu Before I come to my awn side, that i$ r 
the co-operative bank question, I -will ask you one or two questions first 
With regard to the exchange banks you stated you would like the idea 
of reciprocity Does it mean that you want it m addition to general 
restrictions which you propose to place on the exchange banks or will 



77 


you, be satisfied merely witli the idea of recipioeity 9 — I do not quite 
follow 

731, You said ceitam restrictions are to be placed on the operations 
of the exchange banks You have given that answer to the question of 
the Chan man You also said that you would like the idea of recipro- 
city being applied to exchange banks m this countiy 9 — Yes 

732 You stated that m this countiy m ordei to improve unh ealthy 
competition by the exchange banks, you wanted some restrictions to be 
placed May I know if you want the restrictions to be placed m addition 
to following the principle of lecipioeity 9 — I want restrictions also to be 
placed, even if they reeipioeate 

733 Sir Puishotamclas Thalcurdas With the idea of leciprocitr, do 
}ou also want restrictions? — Yes 

734 Mr Bamdas Pantulu Do you think the gi anting of a license 
will remove the evils which you have biought out 9 — It may not lemovc 
but it may alleviate them to a certain extent 

735 The exchange banks have got then branches m eveiy country. 
So what guarantee will theie be that everything will be known about 
their business at the time of granting a license 9 — Business transactions 

* will not be known By a license I mean that ceitam restrictions should 
be placed, you may call upon the bank to show then balance sheets, but 
transactions m India may not be lequned to be shown 

736 In giantmg license do you think that protection to Indian banks 
should be upheld 9 — I do not think that a license with any such definite 
terms would be desnable, because banks must be fiee to do their own 
transactions 

737 It has been suggested that restrictions should be placed on ex- 
change banks wheieby they should not be allowed to open new blanches 
Do you agiee to this 9 — Yes If theie aie several indigenous banks to 
look aftei the internal tiade of the countiy 

738 Do you think that the exchange banks may be prevented fiom 
opening new blanches? — Yes That will be a soit of encouragement to 
Indian banks to do business 

739 As legards the Industrial Banks, do you think that new industrial 
banks wifi be staited if the facilities aie given 9 — Gradually, they might 

740 You cannot give any definite information 9 — No 

741 You say a great deal about the bank rate varyrng and Govern- 
ment acting aibitianly What is tile leason foi this 9 — I have not lefened 
to it I did not say so 

742 You said that theie aie fluctuations m lates That statement 
you made about the Imperial Bank late 

743 Mi Khaitan Why is Government interfering with the fixing of 
the rate of the Impel lal Bank 9 — Boi then own exchange operations 

744 Mi Bamdas Panhrtw To maintain the rate of exchange Is 
^ that yoiu leason 9 — Yes 

745 You said that if middlemen got cheap money to buy the law 
pioduce and competed with each other it may result m benefit to the 
cultivatoi m ceitam cucumstances But my experience is that when a 
man has got himself established, he either dnves the middleman oi tries 
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pany m the Guntui district What do you say to this’— I have already 
showed my doubts about it I have said that the difference in the in- 
terest nate" will not be beneficial to the pioduceis 

74^ bir Purshotamdas Thahurdas Mi Pantulu’s point is that they 
do benefit the pioducei 

Mr R'xindas Pantulu No, I do not mean to say so 

Chan 'nan The point of Mi Pantulu is this If owing to competi- 
tion theie is a leduction of late, then the producer may be benefited But 
attei offering a cheap late, some companies establish monopoly and m 
that case the position may be diffeient 

747 Mr Ramdas Pantulu I say that m the beginning the exporting 
houses offer a cheap late and afteiwaids the middleman is driven away, 
then the people aie at then meres Therefore I ask you whethei you 
see any dangei 01 not’ — Yes 

748 You have given a scheme wheieby you wish to bung eo-opeiative 
banks m touch with the joint stock banks, who should lend money to 
the co-opeiative banks At present there aie about 600 co-opeiative 
central banks What use will you make of them’ — It will be like this 
Each district co-opeiative bank will do business with the joint stock bank 
of its oun disluct 

749 So, do you say that if these 600 eo-opeiative banks have sound 
standing, they wall get funds fiom the joint stock banks’ — Yes 

750 Do \ou consider the business of advances on co-opeiative paper -s 
a legitimate business’ — Yes 

751 What usance wi'I you give? Six months 01 a yeai’ — Generally 
the bills aie diawn for about three months oi six months, renewable 
from time to time 

752 But I may tell you that m the case of co-operative banks, three 
months period will be too shoit’ — It may be renewed for a further period 

753 At the time, when the Beserve Bank Bill was considered m the 
select committee, the committee was prepared to give nine months 
Theie is a legislation m Amenca providing for a specially longer period 
for agricultural papei What do you say/’ — It depends upon the usance 
that the Beseive Bank offers If the Beserve Bank were to discount bills- 
for nine months, I would have no objection to that period 

754 What facilities do you think the Imperial Bank should give to- 
co-operative banks? — I am not m a position to answer this question 

755 Do you think that the co-operative banks are entitled to some 
kind of facilities’ — Yes 

756 Up to now the Imperial Bank m certain piovmces like my own, 
have been giving cash credits on the backing of co-operative paper 
on stringent conditions It w r as only foi a gear’s duiation They have 
now circularised that hereafter they should be leplaoed bv Government 
paper? — It will be very haid for co-operative societies 

(5/ Chairman "Would you agiee to youi district joint stock bank 
giving the same concession to the co-opeiative banks?— The business 
with the co-operative banks will be mostly restricted to bills and not 
Government paper 
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758 No advances are given on Government papeis 9 — If requned, they 
will be given 

759 Mr Ram das Pantulu I am on the question of loans With le- 
gard to the fluid lesouiees we will put oui position befoie you The 
co-operative banks aie undei statutory obligation to maintain fluid le- 
souices accoidmg to a ngid standard We aie bound to do it We nave 
been maintaining these fluid resources with, the help of the ovei-diafts 
given by the Imperial Bank If that overdiaft is cut off we must maintain 
fluid lesouiees eithei in cash oi m Government securities Theie is no 
othei way It vi ill mean that we have got to have an idle cash balance 
which will leduce our piofits eonsideiably If we invest them in Govern- 
ment papei, we will be earning less piofits than if they weie loaned out 
Am I right m assuming this 7 —Yes 

760 What aie the obligations of mint stock banks with regaid to fluid 
resources 9 — No obligation 

Mr Lamond They cannot go beyond the safety point 

761 Mr Ramdas Pantulu The eo-opeiative banks aie undei severe 
restrictions with legaid to then dmdend also Do you support the co- 
operative banks m demanding that special facilities should be given to 
them 9 — Yes 

762 Aie you m £avoui of establishing an apex co-operative bank for the 
whole of India 9 - -You know bettei I am not m touch with the co- 
operative banks 

Chairman But all along you have been giving detailed answeis to 
questions regarding co-operative movement 

763 Mr Ramdas Pantulu You spoke of land mortgage debentures m 
joui memoiandum befoie the Bombay Piovmcial Banking Committee 
What is youi "vpenence m Bombay 9 Are these debentures easily 
marketable 9 — It is difficult to express any opinion at the moment 

764 Do you think if land moitgage banks issued debentures, they 
would be popular with the public 9 — I cannot say 

765 You advocated the staitmg of district joint stock banks Do you 
not think that a laige numbei of small bunks will not be so strong as a 
single bank with a numbei of blanches m the distncts, such as your 
Central Bank with a numbei of branches all ovei the country 9 — No, be- 
cause they will not be directlv m touch, while district joint stock banks, 
if they aie separate entities, will be able to manage then own affairs with 
their own duectors 

766 Dr Hydci Is there not an amalgamation tendency m banking m 
other countries 9 — 8o fai as India is concerned, m my opinion, the system 
which I have outlined would benefit India 

767 If youi district joint stock banks maintain reserves 
sufficient to inopne confidence among their customers, do you not think 
it will help to strengthen the position of the banks? — People will have 
moie confidence and the bonowungs and lendings will be easier 

768 As regards the economy of reserves, do you think 
it will be a sound proposition 9 — I think it will be a sound proposition 

769 Aie you not in favour of pooling reserves? 

Chairman Dr Hydei ’s point is that if the reserves can be transferred 
from one place to another to meet the requirements of .any particular 
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bank this pooling of leserves will lead to economy You do not con- 
template some similar airangement The city joint stock bank, accord- 
ing to your scheme, should subscube a portion of the capital of the dis- 
trict join! stock banks, but you do not specify what control the former 
should exeicise ovei the latter? — That is a matter of detail 

770 But that was jour intention? — Yes 

771 Mr Lam and You said ihe piesent conditions m India aic quite 
different fiom those m othei parts of the world May I know m what 
way ? — In the hist place we have not got big indigenous banks winch 
can open blanches m different places That is the chief difficulty If 
we had, then the conditions which are applicable to othei countiies would 
also apply to us 

772 Bo you mean to say that these joint stock banks should be opened 
m the meantime, with a view 7 to then being a'malgamatcd Intel on? — \es 

773 Mi Devadhar You lefened to the treatment meted out to tiro’ 
Central Bank by ceitam exchange banks Aie theie any other institu- 
tions similar to the Cential Bank which hn\e complaints like vours?. — 
May be I have no personal knowledge 

774 Chairman Mr Devadhar, on that point our colleague Lala 
Hailashan Lai might put you considerably wise 

775 Mi Dcvadhai You refeued to certain piotectiou to be given to 
some banks against the attempts of other banks to wieck then credit by 
the spiead of malicious leports, etc Do i>ou think it is because pioper 
balance sheets ate not issued oi balance sheets aro issued which 
do not inspire confidence in the public? — The Cential Bank balance-sheets 
are audited by two of the best firms of auditors in India, so there cannot 
be want of confidence Theie may be other motives 

776 I think all banks have to issue balauce sheets legaidmg depie- 
ciation, appreciation, smiting funds, etc ? — Theie is no rule 

777 Theie is some such thing as convention oi practice? — -The balance 
sheets are made according to the advice of the auditors 

778 Is piovision made for depreciation m every bank?. — I do not 1 now 
about other banks 

779 Whenever appreciation or depreciation m securities take place on 
a large scale, how are they shown? — They are shown at market value and 
it is kept as a seciet reserve 

780 Chairman. Is it always so kept? — It all depends upon the cn- 
ev instances of each bank 

781 If, for example, the bank wants to appropriate a portion of the 
amount set apart as a reserve, do they always take the advice of the 
a adit oi s ? — Certainly 

782 Mr Devadhar There w r as some lefeienee to loans being r ranted 
to dnectois In the case of depositors, loans aie granted against then 

deposits Is not some such practice resorted to m ihe case of directors? 

Directors should be tieated as other depositors 

/83 If some such steps were taken, theie would not be loom foi 
doubt No Moieover, all this is cleaily biought out m the balance sheet 

784 I think you have laid some stress upon the piocess of linking of 
the financing agencies like the Imperial Bank and joint stock banks with 
the co-operative banks, either provincial oi distnct Do you believe that 
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the joint stocli banks aie really friendly to the co-operative mG%ement? — 
They aie of couxse not unfriendly The thing is that there are so few 
Indian banks and their resouices aie so restncted that even if they wanted 
to help the co-operative banks, they are not in a position to do so, 
because they have not sufficient funds Then attitude is ni doubt 
friendly 

Y85 Mi Devadhai Of couise your Bank and the Baroda Bunk, I 
know, aie helpful Would you, as one of the pimcipal bankeis in the 
eountiy, be inclined to say that the Imperial Bank which enjoys so many 
concessions fiom Government, should be friendly to the cultivator 9 — Yes 

78C But you have no instances wheie then attitude lias been un- 
friendly? — No 

787 I am now talking about' the middleman’s transactions If a lower 
late of interest is ehaiged by them, the idea is that it benefits the 
farmei to a ceitam extent But supposing this is not the case, would 
you favour the spread of the co-operative movement among the farmers 
so as to bring within the farmers’ reach the profits of the middleman? — 
Yes 

788 What is the attitude of the indigenous bankei 9 Have you any 
idea ? — No 

789 But the general tiadmg community and the Chambers of Com- 
* meice are m favour of the spread of the co-operative movement m the 

interests of the farmer? — Yes 

790 You suggest that the sowcar should be forced to reduce the rate 
of interest How is that possible? — It will naturally follow if the money 
is available to the farmer at cheaper rates 

791 Through what agency 9 — Through the co-operative movement 
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Sir B N MiTitA, KGSIjKCIE, 

Sir PbRSHOTAMDIS TlIAKETDAS, K1 

Mi D P Kiiaitan 
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I)i L K Hyder 
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AIi V lv Arayamudiia Ayvngau, CIE , Secretary 
Air P P AIasvxi, — Joint Secretary 

Tnc oial examination of Mi S N Pochkii vnvwaia, Managing Director 
ot il.e Central Bank of India, was continued 

792 Mr Lamond 1 should l’ 1 '" to refei to the question put b\ Air 
Pamdas Pantulu ycsteidai, legardmg the financing of co-opei alive banks 
by the Imperial Bank He referred to the withdrawal of ceitnm cash credit 
facilities against co-opeiatwe papei, hut he did not mention that the 
withdrawal is to be spiead over n peiiod of 5 yems Air Devadlnii also 
referred to vne unfnendly attitude of the Impel ml Bank I assure him 
that it is most friendlj Befoie putting mv questions on tins point T 
should like to explain why the Imperial Bank considered it necessan to 
withdiaw the cash ciedit facilities within 5 rears In the A'ladras Presidency 
the co-operative hanks utilise the cash ci edits granted them on the 
secuntv of the pio-notes of piunary societies as fluid resouice for their 
deposits In the e\ent of a bank being involved m difficulties, it would 
be the Impeual Bank’s dut\ to its depositois and sliaielioldeis to cancel 
any undiawn poition of a cash ciedit granted, if the safety of the Imperial 
Bank’s advance was at all doubtful This would bo just the time when the 
need foi “fluid lesouices” would be most uigent and the lesult might be 
veiy unfortunate for the co-opeiative bank concerned The dangez of the 
Banks relying on such a foim of fluid lesouice is obvious and was diawn 
attention to forcibly m a minute of dissent signed by three of the seven 
members of the Committee on Co-opeiation m Aladias m 1927 They say 
in their minute, “We feel veiv stiongh that the holding of apr.t enable 
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tangible liquid assets by the cential banks is very necessary as a protection 
to the agucultuiist If such piecautions aie not taken, it may be neces- 
sary m times of stress to lesoit to the wholesale calling m of loans, with 
the result that the security afforded by unlimited liability would have to 
be realized” The piesent rapid giovthof deposits m Madias is due to 
the sanction granted to Local Boards and other public bodies to deposit 
then suiplus funds with the co-opeiatne banks Deposits fiom such bodies 
m the Madias Presidency now amount to about Bs 2 Croics, I am told 
The demand is tint the Aladms banks should now obtain liquid assets 
of a tangible natuie as, if action is delated, and theie is a landslide m 
deposits, fchev might only be able to do so with difficulty The Imnenal 
Bank’s view is that they should anange foi a satisfactory leservc of 
authorised securities now for fluid lesouice pui poses while then deposits 
aie mci easing and tlieieby put themselves m a stiong position It has 
also been stated that the co-opeiatne banks cannot bold profitably a 
reserve of Government secunties If that is so, my own opinion n that 
the\ are paying fai too high lates of intoiest on then deposits To show 
that the attitude taken up In the Impenal Bank is not unreasonable I 
quote a cutting fiom the “Time? of India ’ fiom its Ootacamund tone 
spondent dated July 2Gtk of this year It says — “The sanction of 0 E. 
the Governor Geneial has been obtained for the introduction of a Bill in 
the Madras Legislative Council to consolidate and amend the law relating 
to cooperative societies m the Madias Piesidencv The statement of 
objects and reasons says that as the oveidues m credit societies aie assum- 
ing alarming proportions and the panehayatdnrs become defaulters, it is 
purposed lo empower the ^Registrar or the other offieeis authorised by him 
to ifccovei the overdue instalments of loans by distraint and sale of movable 
properties, etc ” Now to go back to the question put by Mi Itumdas 
Pnutulu — you stated that you weie m favour of the Imperial Bank giving 
advances for fluid resouicc purposes against co-operative paper Do vou 
propose that this should he a statutory obligation 9 — After this explanation 
of the position of the Impenal Bank by Mr Lamond, I think the Impenal 
Bank’s action was quite justified 

Chairman Mi Pochklmnaw ala, it would have been more discicet ll m 
reply to All Bamdns Pantulu’s question, you had adhered to the rttitude 
vou have taken up an attitude of neutinlity with legaid to the woiking 
of the Co-opeiative Banks 9 — If Mr Itamdas Pantulu had placed the facts 
also before me along with his questions I would have given him the same 
answei as I did fcodav 

ft 

793 Because tins point has been raised by almost all the Provincial 
Panking Committees, we will give due weight to Mr Lamond’s statement, 
and it is fuither possible that wc may pursue tins matter with the repre- 
sentative of the Impenal Bank when lie appears before ns 

794 i\fi Lamond You state that the distnet joint stock banks and 
the blanches of the Imperial Bank m the distnet should come m touch 
v ith co-operative hanks and coopciativc ciedil societies m the difleicnt 
talukas of the district and through them, should lend moneys on agricultural 
pioducts and law materials You also state that the co-operative banks 
and credit societies would lxurow moneys horn the distnet bank and 
Tmpenal Bank against then holding in bills, etc What supervision do 
vou consider necessary 9 — If Government auditors audit co-operative hanks, 
there is no special need for supervision by the Imperial Bank 

g 2 
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795 But co-operative auditing is made by the Registrar of Co opeiative 
Societies Theiefoie, you would leave it to the Imperial Bank and the 
district banks as to whether they should advance or not?— Yes, I have no 
objection 

796 Referring to the Chairman’s question legaidmg the lediscountmg 
of bills, v ou stated that joint stock bank<? will not rediscount bills with the 
Impeiial Bank as no concessional rediscount inte is quoted in ^our 
opinion, has the bill holding ot the joint stock banks evei been sufficiently 
heavy to make the want of special rediscount facilities really felt? — No 

797 Is it not the absence of laige blocks of bills which accounts foi the 
piesent system of banks holding all bills discounted by them rnd as the 
bill habit mci eased, do you not think that rediscount facilities will appear 
in the oidmary eouise? — Yes 

798 You say that banks in India have no souice of mfounation to- 
deteimine the ciedit of their clients except thiough bazaai reports 4nd 
you go on to say that if a bank insists on a client producing his balance 
sheet to determine his financial position, he resents the idea and goes to 
another bank, who receives him with open arms without insisting on the 
mfounation, it being not the practice With banks m India to insist on 
such information It has been said that certain banks refuse accom- 
modation owing to lack of information regarding the stability ot Lraders, 
but ll would appeal that you do not hold this view Is that so? — The 
Central Bank as far as possible insists on its eustomeis pioducmg ciedentials 
or balance sheets to prove their stability But all banks do not follow the 
same piactice 

799 Chan man Do you consider it a salutory practice that a bank 
should advance money to a particular customer without knowing precisely 
abount his status and standing? — Advances are being made on the strength 
of the bazaai repoits received 

800 Therefore, yorn position is that some bonks do insist on tlieir 
clients disclosing their financial position, while some banks are merely 
satisfied with bazaar reports Is that so 9 — Yes 


801 Do you consider placing reliance on bazaai repoits and doing 
business on that basis is conect 9 — It is not at all satisfactory 

802 Therefoie you have nothing to say against banks tefusmg to 
advance to customers who hesitate to disclose their state of affairs? — 
Certainly, I have no objection And the public also should have no com- 
plaints against such a bank acting with prudence 

803 Mi Khaitan You say that it is not a salutory practice for banks to 
advance money on the basis of bazaar reports Do you not think that with 
the piesent piactice of Indian mei chants not publishing then balance sheets, 
insistence on them to disclose their balance sheets to the banks who make 
advances to them would be lathei harsh"— As a matte! of fact it would 
ultimately be m the mteiests of the merchants themselves for, ihev are- 
not now m the habit of piepaung yearly balance sheets, but if they are 
made to do so by reason of this insistence, these mei chants wall be able to 
gauge then own financial position evciy year 

whpfhl Hydcr As iegaids the point which Mr Khaitan put tc you 
whethei it would not be hard to ask the merchants to produce their 
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balance sheets, is it not a fact, on the contrary, that the banks would 
•stand to lose by' their advancing moneys to then customeis without 
Icnowmg their exact financial position ’ — That is so 

805 Mr Lamond You state that owing to the Imperial Bank’s 
advances being lestncted to six months, it is nevei possible for them to 
give ciedit facilities to mdustnal concerns foi capital expenditure or 
block Do you approve of the Impenal Bank and commercial banks 
locking up funds La piovidmg finance foi tins puipose? — No, I do not 
approve of the locking up of then funds 

806 With regard to separate distuct pint slock banks, may I know if 
it will not be difficult to secure funds when the busy season anses’ — The 
district banks will diaw then funds fiom the city bank 

807 You refei to the business hours Are you m favour of the houis 
of business being the same and being definitely fixed for all b inks in 
each business centie? — According to the convenience of the business 
community 

808 You say “For the pint stock banks to take a piomment part 
m the export and impoit trade of the country would be still i matter 
of years, for much will depend on how fai Government wall give them due 
protection against unfair competition, etc ’’ What natuie of protection 
would you suggest be given by Government to the pint stock banks to 
-enable them to take a prominent part m the expoit and impoil tiede of 
the country m futuie 3 ears’ — That will be stated 111 the license given by 
the Government to the foieign banks 

809 Would you not suggest the form or do you leave thrt to be 
decided by Government’ — I have not thought over the matter The main 
competition is at piesent for deposits If foieign banks compete w>th the 
indigenous banks with their own moneys, then there wall be nothing wiong 
But if they compete with Indian banks with Indian moneys, then I call it 
an unfair competition 

810 Chat 1 man I do not understand you? — If foieign banks aie 
•trading with then own monev brought out from then own head office, 
they might be allowed to do any business at whatever rate they like In 
■this wny the deposits which now go to the foieign banks "will be available 
to Ihc indigenous banks 

Sll Chairman Your pioposition is that theie should be lestnctions 
placed on the foreign exchange banks receiving deposits m India ’ — Yes 

812 You said yesterday to my question that you were not against the 
foreign exchange banks doing such business’ — I say certain restrictions 
on then business should be placed, if the development of Industnal banks 
and the development of the commercial side of the countiy is to be effected. 
This I suggest in accoidance with wffiat was being done m America 
Theie all the foieign banks w r ere not allowed to receive deposits It is, 
I say, m the interest of the country That is my peisonal opinion It 
has not been mentioned m the memorandum but it is my peisonal 
opinion that certain lestnctions, as m America, wxiuld be m the mteiest 
of the countiy 

813 Youi point is this Wheieas personally you requne restrictions 
of that sort to bo imposed, but because youi Dnectois are not m accord- 
ance wath your opinion, you have not mentioned that point m vour 
memorandum Ts it so’ — Through an ovei sight it might have been omitted 
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814 There is no question of omission I was putting you a number 
of questions yesterday on this point and at one stage you said there was- 
no competition in deposits Theie was competition m lending and borrow- 
ing Therefoie what you now say does not fit m with what you 
said yesterday 9 — It nail fit m if you take it m a difteient light If you 
take the piesent position, it is all light But for the sake of development 
of Indian Banking I peisonally think that such restnctions should be theie 


815 Am I to understand that you think at a subsequent stage it may 
be necessary to adopt the piaetice that obtains m'Amenca foi some 
years? — Yes, that is so 

816 That makes it clear to some extent But what you now say vanes 
to some extent from what you said befoie 9 — It may be 

817 Ch Mul Jit (ii Singh Do the dnectois of the Indian and non- 
Indian banks fiequently meet togethei and have coidial lelations amongst 
them'? — No 


Chan man I think it may be due to business jealousy 

Lala Haihshcn Lai Wliatevei it may be, but theie is no such' arrange- 
ment made m this country 


818 Ch Muhhiar Singh Is it eonect to say that the foieign exchange- 
banks bung fiom foieign countnes cheap money and thus help the trade 
of India 9 — It is difficult to answer this question unless we get the figuie 
of each exchange bank as legal ds the amount of Indian deposits 

819 If the entire deposit in the exchange banks be diverted to Indian 
banks, is it Iikeh that the lattei will take up to exchange business? — No 

820 Will it require some more money 9 — This is a question of co- 
operation horn other banks 

821 You feel that if an Indian exchange bank be started, there will 
be a keen competition foi a numbei of y eais between Indian and non 
Indian exchange banks, will \ou then be satisfied if only some restrictions 
aie placed on the foieign exchange banks? — If tlie exchange banks 
refuse to do anv business, that bank will not bo able to do business m 
exchange 

822 Suppose we agiee to giant all the moneys that aie lequned 
W ill it then be possible 9 No, not without the other banks co-operation 

823 Even then you Will lequue then co-opei ation 9 — Yes 

824 How would you bung about the co-opeiation 9 — Bv giving them a 
license to co-operate with that bank 

82 o Mr Khaitan Do you mean to say by forcing them to co-operate 
under the license 9 — Yes 


If . cei . fcam restrictions aie lecommended to be placed on the foreign 
exchange banks would you apply these restnctions to the exiting banks, 
or only new banks will be affected by them 9 — No, they would apply to all 

82 , 7 lfc a fact ^hat the deposits with foieign exchange banks have 
mcieas<!d W«r?_K„, they have not mceased 
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828 Would you let us know the authonty by which a license of the 
kind that you piopose should be gi anted’ — The Finance Department of 
the Government of India should be authorised to give a license 

829 Do you consider it to be beneficial to the country if foieign. 
exchange banks be stopped fiom taking deposits, as is done in the United 
States of America’ — 

Chan man You said “you do not advocate it at piesent It may come 
some time attei ” The question of Ch Mukhtar Singh is whetliei five 
yeais hence it Mill be beneficial to the eountiy, if the foieign exchange 
banks aie stopped fiom taking deposits as is done m the United States 
of America? — Yes 

830 Will it be beneficial fiom the point of view of the trade of the 
country ’ — Yes 

831 Ch Mvlhiar Svigh How would they nut be beneficial if stopped 
all at once’ — Because there will be no outlets 

832 Chairman But will it be haimful to the trade of the eountiy’ — . 
It will not be harmful to the tiade of the country Too much money will, 
however be brought m the country for which theie wall not be sufficient' 
outlets 

833 Lala Harhishen Lai The witness sajs that too much money will 
be made available 

Chan man Then it will natuially haim the tiade 

Mr Khaitan Mi Pochklianaw ala says that if the exchange banks 
aie not allowed to receive deposits, then they would bring money fiom 
abioad and that money wall be available 

834 What will happen if the monej is brought out’ — If that is done, 
the money would be made available all at once and theie wall not. be a 
sufficient outlet The monej. raaiket will be easici 

835 You saj that will lowei the late of interest, is it not 0 — Yes 

836 Ch Muhhtar Singh You agiee that the foieign exchange business 
requnes branches of Indian banks to be established m foieign countries, 
if it is so, is it not likely that othei foieign eountnes wall letahate and 
will not allow blanches of Indian banks to be established m those 
countnes? — I have explained about this Without the co-opeiation of the 
foieign exchange banks we cannot do much 

837 Suppose we lestnct the business of the foieign exchange banks 
m this country’ — We cannot lestnct then business We have to allow 
them to do business undei certain lestuctions 

838 So, bj w ? ay of license you wall not be doing am thing new m 
this eountiy’ — No It wall not be a new'- thing 

839 Do you not think it ought to be compulsory on the foreign 
exchange banks to publish then balance sheet and their piofit and loss 
as well as then balance sheet of the woilung in then own eountiy — They 
do publish then balance sheets 

840 Is it possible to know the w r oikmg of the foieign exchange banks 
therefiom’ — Yes 

841 Is theie any anangement made to give mfoimation to the cultivator 
as to the lequuement of the foieign market so that, he may be able to 
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produce the articles of the same standaid which aie m demand w the 
foreign market? — I do not know anything about that 

842 If theie is no such agency, do you not feel that theie is a very 
great necessity toi such an agency? — As I do not know anything about this, 
I cannot expiess any opinion on this point 

843 Do you know that m the United States of America which exports 
agucultuial pioduce m veiy laige quantities sufficient arrangement has 
been made not only to inform the eultrvatoi as to the requirements of the 
foreign countries but also to inform the cultivators what they should 
grow° and w r heie? Do you not think that such an agency is veiy essential 
for a countiy like India which mamly depends on its agucultuie?— I think 
illiteracy and want of education wall come in then way 7 You must first 
educate the eultrvatoi 

844 The question of gmng such an information does not require liteiacy 
It is not essential that they should be liteiate What do y r ou think? — 
That mfoimation may be of help to Associations and not individuals And 
I think this question should be put to the commeicial community rather 
than to a bankei 

Chairman Yes, I think that is not a piopei question to be put to 
Mi Poehkhanawala who is a bankei 

845 Ch MuKhtar Singh Do you considei that the indigenous hanker 
and money-lendei are a necessaiy link m the banking oigamzation of 
the countiy? — Yes 

846 If it is so how do you link them yvith the modem system of 
banking oiganisation? — By cieatmg a bill market 

847 We aie told that m Great Britain theie aie ceitam lules by winch 
a foieign firm has to employ a ceitam numhei of Butisliers rn their fiim 
Have you any peisonal knowledge of this fact? — No 

848 Can you give us names of nidustnes Ti Inch have died on account 
of u r ant of piopei financial help ? — I do not know 7 

849 Uhamnan You have mentioned m youi memoiandum ‘‘attempts 
have been made fiom time to time m the last few 7 years to protect rndus 
tries, etc ” Ch Muklrtar Singh’s question arises out of that answer 
He w 7 ants to know 7 to wdrich industries you refer? — Nlour mills, woollen 
mills and chemical woiks, etc 

850^ Ch Mvhhtai Smgh Do you think if the financial facilities had 
been offeied to these industries, they w 7 ould have not died out? — It i S due 
to -vanous leasons It is not only diu to financial difficulties 

851 Can you name some of the mdustnes which have died out on 
account of financial difficulties 0 — Not to my knowledge 

852 If a Beseive Bank is established, do you still feel that tlieie will 
be n necessity foi an Industnal Bank? — I have aheadv answered thrs 
question 

Chairman Yes, he said that it would be necessary 

8o3 Ch Mvhhtar Singh Some witnesses have told u s that industries 
should pi eccde the establishment of industrial banks?— It i s not necessary 
that the industries should be stalled befoie the establishment of the 
rndusliial hauls 

854 But you s*u that theie is a necessity foi such a bank? 3 r es 
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855 You want the Government to guaiantee a certain percentage of 
•dividend upon the money of the Industnal Bank Will you let us know 
what voice the Government should have m the management and control 
•of the Industrial Bank? — I have already mentioned this m my memo- 
randum 

856 Have you any knowledge of warehouses in the United States of 
America and Japan? — No 

857 Bo you not considei that if by legislation the joint stock com- 
panies oi other agencies, staitmg waiehouses m the country, be asked to 
vouchsafe the correctness of the description m the wairant of 
articles deposited m then waiehouses, it will give a veiy great 
credit facihtv and the banks will be leiieved of the botheration of the 
■safety of the articles deposited in the waiehouses? — Yes 

858 Do you not feel that the establishment of waiehouses for aori- 
cultuial produce aie a necessity foi the cultivatoi m Older to get easy 
credit, and to get good puce for then ai tides? — Yes, that is also necessary 

859 Would j'Ou advocate the idea of starting such waiehouses by 
no-operati\e banks with the help of Government? — 1 do not know much 
about the co-operative banks So, I am not m a position to answei this 
-question 

860 You propose that out of rune Dnectors foi the Deserve Bank, 
only foui should be Indians Bo you consider it to be quite satisfactory 
or would you amend youi proposal by saying that the majority of Birectors 
should be Indians? — I have said there should be at least four 

861 Bo you not think that there should be a majority of Indians? — It 
is a majority Out of seven we have got four 

862 It is mentioned heie as nine? — No, it is only seven 

Chav man Two of them are Governor and Beputy Govemoi 

863 Ch Muhhtai Singh Is there sufficient money in the maiket at 
"the time of harvest? — I do not know 

864 On account of v ant of sufficient cuirencj m the market, the 
cultivatoi has to sell his pioduce cheaper ? — I am not piepaied to answer 
this question 

865 Do "iOU not feel if the method of inspection by Government agency 
be staited in India on the same lines, as it is done in Canada, it will 
add to the good leputation of Indian banks and that will minimize the 
chance of wiong uunouis being cuculated m the commercial woild 0 — I 
think it will involve a gieat deal of complication The European auditors 
may not knew the position of the Indian clients So, there will be great 
complication arising fiom time to time 

866 If Indian inspectors are engaged, will fheie be any such thing? — 
You cannot make any lestnction in the appointments of inspectors 

867 Bo vou appiove of the idea of inspection? — Yes As I have 
said, a license should be grven by Government to those who aie competent 
enough to inspect When this is done, a selection should be made by 
the banks 

868 You suggest that evei\ complaint befoie being filed m the Couit, 
•should be investigated by the Advocate Geneial Bo you not think that 
such a procedure will bar the inquiry of leal grievance and will letard 
•considerably the admimstiation of justice? — No, I do not think so 
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869 In ceifcam cases the enquiry may prolong for a longer time? — In 
the Couit also a case takes about two to thiee years before it is finally 
decided 

870 Not every case 9 — So far as our Bank is concerned, it has taken 
not less than two yeais m eveiy case 

871 Why such a long time? Cnminal cases arc not allowed to be 
held ovei foi moie than six months 

Mi Khaitan Here m banking cases the accused is not going “to 
lun away 

Oh MuUitar Smqh May I know why it happens so 9 — It is at times 
foi the convenience of the Court, oi foi the convenience of the accused 
or the defendant Cases arc heaid only foi two horns a day at an average 
and then postponed 

872 Does it generally happen or m exceptional cases? — So for as vve 
are concerned, it has happened m all cases that vveie filed against us 

873 How many cases wore filed against you 9 — Moie than half a dozen 

874 Do vou not feel that if the Advocate-General giants a sanction 
for the piosecutron, that will cicate a bad reputation for the bank in the 
market 9 — Yes, but here the Advoeate-Geneial has to see whethei the ease- 
ls bona-fide or not Sometimes the eases filed aie not bona-fide ones 
Boi instance, it happens that the enemies of a bank mnv give certain 
information on which ceitain poisons just foi (he sake ot black -mailing 
might proceed against that bank, saying that the balance sheet of that 
bank is false 

873 My point is tins If the Advocate Genual giants the sanction. 
then 9 — If aftei making enquiries the Advoeate-Geneial sanctions it, then 
the bank has to take its chance 

876 Oh Muhhtai Sinqh Do you not feel that law is quite sufficient 
on the point inasmuch as it gives power to the magistrate to make 
an enquiry or investigation before proceeding with the case 9 — At least not 
to my know led sc 

877 When an application is filed ignmsl an mstitution, naturally the 
magistrate sees to the allegations made and satisfies himself — If he makes 
enquiries m the open couit, they are published 

878 Will youi purpose not be seived if the Government circularises to 
the magistrates that in complaints against a bank, they should make 
a moie geneial use of Section 202 of the Cnminal Piocedme Code and if 
they find it neeessaiy, they may ask the investigation to be made by 
some technical expert 9 

Chairman The law gives the magistiale certain diseietionaiy power 
that is statutory, and if Government bv executive action w r eie to issue 
such a encular as you (Ch Mukhtar Singh) contemplate, then it would 
mean that the Government would, by that executive action, be depriving 
the magistrate of a ceitain amount of the diseietionaiy povvei which the 
law gives him 

Ch Muhhtai Singh But m a numbei of cases the Government has 
circularised the magistrates 

879 (To witness) You do not object to tbo proceedings going on m 
the magisterial couit 9 — No, if they are in camera 
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880 Would you like to have some soit of restuctions on the foreign^ 
insurance companies > If so, would you please give us an idea of the 
restrictions you recommend? — I do not know much about msuiance 

881 Do }ou consider that there is sufficient scope foi the students 
who take banking as then profession? — Yes tlieie is 

882 Do }Ou allow apprentices fiom banking institutions to work m 
youi bank m order to have an insight into the practical working of the 
banks? — Yes, a good many 

883 Do you consider there is a sufficient number of qualified men 
in the country for the Indiamsation of the Impenal Bank? — I cannot 
express an opinion on that So far as I am concerned, I can meet my 
wants very satisfactorily with Indian staff Theie me many qualified 
men m the country 

884 Is the paucity of qualified men m the countiy responsible foj? the 
fret that rvu few Indians find place m the high posts of the Impen3l 
Bank of Tncha, or i= it due to any other cause? — I do not wash to answer 
this question As I have already said, theie are qualified men available 
and if the\ ate sufficient!} trained, I think they might hold responsible 
positrons 


885 Do \ou not consider that the students who get piacticai training 
m London invc a wider scope and have a better chance of understanding 
the manor market of the world than a student trained in India? — At 
piesent those who are sent to London foi training only woik thera as 
oidmary cleiks Therefore I say that practical education in India is much 
better 

88b Do }ou not constdei it a necessaiy qualification, if rn Indies after 
passing his examination of the Bankers’ Institute, goes to supplement Ins 
studies in London ’ — He should have Ins practical tiaming m ImLa 

887 Mi Jadu Noth Roy You lefened to the 70 cicies which are made 
a tillable onnuallv Is it not natural that the wdrole of d wfil be invested 
■u Gov tnmcnb securities? — Part of it may be 

888 You ha\e staled that our industries haie sufteied fur want of 
sufficient capital skilled labour, technical knowledge, etc Ts it not 
possible that pracfical business men wall be able to find the necessaiy 
capital and piocure skilled laboru etc? — Capital can only come forth 
through confidence 

889 While advocating an Industrial Bank }ou say that the iste of 
mlae^t shoo’d be guaranteed by Government and then you recommend its 
revision eveiy five yeais Do you not think it would be better to have a 
fixed late 8 9 —I tlnnk it wall be bettei, if the iate is levised, though a fixed! 
rate will be more acceptable to the public 

8 f ’0 Mt Ihishforth About the Industrial Bank, what wo ild be the 

relations of the piesent Industries Departments in the various provinces 
and the Bank? I gathei that thev would still have a eonsideiable say m 
the conti '1 of the Bank 9 — They will be consulted and then recommendations- 
may be cons dered favouiably by the Bank 



891 What definite advantage will there be to the Government m operat- 
ing through the Industnal Bank lathei than thiough its own offices? 
What is going to be the advantage to Government m financing an Indus- 
trial Bank in older to finance mdustnes lathei than dealing with the 
industries direct? — I think the Government will get great help from the 
Industnal Bank They may be inclined to have industnal banks m their 
provinces, i thu • is sufficient business offeied to them 

892 So you would rathei divert the activities of the Government to 
the Industnal Bank? — Yes 

S93 I think the Industnal Commission lecommended that State aid 
should as far as possible be given thiough banking agencies I want to be 
-convinced Avhethei this is the most economical w r ay of doing it What 
sort of bills would industnal banks discount? — Trade bills 

894 In otliei words, ordmaiy commeicial bills? — Yes 

895 Chamnan Will they issue long term ciedil on slioifc teim bills? — 
Yes, lenewable 

896 Di Hvda Is it youi idea that the Industrie! Bank which you 
piopose should be an industnal bank as such and also peifoim the func- 
tions which are peifonncd b\ the ouhnaiy eommeicial banks? — No 

897 Mr Lamond Do jou think that the bills wall be lenewed? — Yes, 
when there is an endorsement by the Industnal Bank and then another 
endoisement by anotliei commercial bank, the Imperial Bank cannot 
-expect any bettei secunly 

898 Why not airange for accommodation on some secunty? — If the 
Beseive Bank is not satisfied with the clean security of the Industrial 
Bank, it might ask for some otliei security satisfactory to itself 

899 Then the bill as a bill is no good? — Win not, when the Industnal 
Bank pays the amount on the due date? 

900 Si i Purshotamdas Thahurdas Supposing owing to some unforeseen 
circumstances the Industrial Bank failed to meet its hnbilitj on the matur- 
ing date, would you expect the bonowei, who had borrowed on a long term 
agreement, to meet that bill at the end of, say G months? — No, I would 
nit 

Mi Limond s point is that the bill to that extent Ins no value 

901 Mi Rush-foilli Would you, as a practical banker, be prepaied to 
accept responsibility foi an Industnal Bank winch got money from the 
•Government and then failed to do business? — I do not think that an 
industrial bank with a capital of 50 lakhs oi a cioie wall fail m the space 
of a \eai ^ And then the figuies will be published from wdnch one could 
find out the condition of the business tiansacted by the institution 

C7«urimm When one refers to short teim bills discounted with 
the Keserve Bank, does not one lefer to bills wffiicli aie automatically 
liquidated -’--I he bill is liquidated by the Industnal Bairn on the due date, 
Unless it fails to do so 

903 Mi Rushforth On the question, of the Impenal Bank having 
opened branches, you stated that what you lequne is a leasonable margin 
of profit Aie you aware of any places upcountry where the othei banks 
had cjv close down simply because of the Imperial Bank having opened 
its branches? — Yes 


- Y 1 ( Bu- c M e V i Does not a piohibition eliminate competition to the 
deinment of the public?— It would mean practical^ not selling things at 
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under-cost but selling things simply at a leasonable maigm of pi off t.. 
Therefoie I would request the Committee to ask the Imperial Bank to- 
give a statement of the rates pi evailmg at then diffeient branches With- 
out this information we are not in a position to express an opinion So far 
as I know, the Impenal Bank also chaiges highei rates wheie theie is no 
cthei bank 

905 Chan man The position ought to be obvious The Impenal Bank 
is also a shaieholdeis’ bank, and if at an} particular place there is no 
competition and if it finds there is a possibility of making a little more 
prolit, whv °bould it be foibidden to do so 0 1 

Mi Lamond Sn, so fai as the Punjab is concerned, our lales aie fixed 

90G Mi. Rushfoith Would you have youi Central Beseive Bank have 
only one rate? Will the rediscounting lates be different m diffeient legions? 
—No 

907 You have lefened to the fact that the pnvileges of the Imperial 
Bank should cease with the cieation of the Beseive Bank What about 
the responsibilities which they have undei taken in opening up branches? — 
Thej will be at libert} to close down any branches 

908 You would not give them am concession*? — That is a matter of 
detail 

909 In answer to the Chairman you said that mcieased competition of 
the Imperial Bank with the exchange banks would lessen the competition 
of the exchange banks with the local banks I am not quite clear what you 
mean b\ sa\mg so Will you kindly make yourself a little more clear? — My 
point is with reference to the foieign trade If the Imperial Bank find 
that they could better utilise a portion of the funds at their disposal for 
foreign exchange business and if they find it a bettor form of investment, 
then the Indian indigenous banks wall have moie opportunities of looking 
after local business 

910 Chairman You say that the competition between exchange banka 
and the local banks would dimmish m stiength Do you refer to competi- 
tion in foieign trade or internal tiade? — I mean internal trade 

911 Mi Rnshforth In a later answer you said that some restnctions- 
should be placed on the deposits received by the exchange banks and that 
they should not be allowed to do their foieign exchange business with their 
deposits lecuved in India How can they bring out their moaey? — As we 
are bunging out money from London 

912 I'ou cannot lestrict then use of then own deposits and say that 
Indian deposits must be used foi internal tiade onl> ? — Why not, m Amenca 
such lestuctions w r eie enfoiced 

913 But }Ou foiget the foreign banks in America weie doing merely 
agency uoik? — They should do the same here 

914 Mr Rushfoith The only lesouices available to the exchange banks 
would apparentlv be then sales to Government at gold point I ca nn ot 
think that that is going to be satisfactoiy fiom the point of view of the 
counky? — Youi question lequues a good deal of thought to answer 

915 I agiee It seems to me that }oui suggestion will lead to an im- 
possible state of offans? — I cannot say that 

916 Dr Ryder Now' Sir, before I begin to put a few questions of 
my own to the witness, I should just like to peiform a duty which Mi Manu 
Subedai has imposed on me of putting a few' questions which he has jotted’ 
and handed over to md to be put to the witness on his behalf. 
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Now, In the scheme which you have propounded for the formation of 

industrial bank, do you want the Government to guaiantee interest or 
-the capital Would you extend this Government guarantee to debentures 
also when they aie iaised’— Government guarantee is lequired only m 
the min il stages I have already answeied the other questions 

917 Will you be prepared to supply this Committee the cost of manage- 
ment charges "of a bianch of your bank m India?— I do not know m wbat 

nay it will help the Committee 

Chavman It leally arises out of youi memoiandum wherein you 
have refeued to the cost of management 

Mi Lamond If you can kindly give us an idea of what the cost of 
establishment of an up-country branch of youi Bank is, it might be useful? 

I shall place the suggestion of the Committee befoie my Dneetois and 

shall have no objection to place the facts before vou, if fhe\ decide to do 
so 

918 D? Hyder The next question of Mr Manu Subedai is wlietliei 
you will lestuct the bonowmg powers of the exchange banks with reference 
to then cipital and leseives-’ 

Chav man Mi Pochkhanawala has already stated that the exchange 
‘banks should not be allowed to bon on m India moie than 25 pei cent of 
their paid-up capital and reserve, but under no circumstances should the 
borrowing ot each bank exceed its total advances in India 

919 jDi Hyder Now I will put to you a few questions of my own 
You say that smaller industries at present hardly get any suppoit from 

’biinks, because without technical knowledge of the industries, banks do not 
consider it safe to intei est themselves m the financing of such industries 
Do you think that the banks should have technical knowledge of the 
industries thev are financing? — At least they must get acquainted with 
the nature and resources of the industry they aie asked to finance 

^ 920 Youi Bank has initiated a new scheme of drawing deposits from 
the public on the lines of the Postal Cash Certificates Is the scheme 
working well ?-— Oh yes, it is going on very v r ell 

921 With legaid to the assistance by the Government to the Industrial 
Bank, you say that the Bank should employ technical expel Is Who wall 
pay these experts’ — I do not want the Government to pav foi these men 
The bank, of couise, must pay Government may be asked to lend the 
seitioes of their experts sometimes 

922 And during this period the bank will pay foi then services 0 — Yes 

928 You say that the development of the Indian indigenous joint 
stock banks would depend on how far Goveinmcnt will give them due 
protection against unfan competition Then yon go on to say that this 
competition should be as little as possible Would I be light m understand- 
ing you to mean that ‘unfair’ is equal to ‘as little as possible' and ‘as little 
as possible’ is equal to ‘zero’’ Do you want to eliminate competition 
a itogethei 9 — 1 onlv want unfan competition to disappear 

Now kli X ochkh anaw ala, on this question of licensing of foreign 
exciiange banks, occupying as you are a very piomment position m the 
Indian banking world, I should be iery r glad to have your opinion as to 
what exactly you mean by ‘licensing’ Whoevei the licensing authority 
'may be, do you only want them to issue a permit on a paichment paper?— 
I have ah eadv explained my view’s on the subject 
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925 If ill ere is a eountiy 'A’ -which does not impose such restrictions 
-as regaids the establishment of blanches of Indian banks m then country, 
•would you give a similar concession to the nationals of that country to 
open branches of then banks m our eountiy ? — I am not agieeable to the 
■suggesli We must lestuct then opeiations in this country and if they 
reciprocate, vc do not mind 

c l2(i \ on me alvare that such a policy 7 is a double edged policy and 
then edge might be much moie sliaip than ours? — No eountiy m the 
-world has piospeied -with the aid of foieign banks and our country's pros- 
perity also depends on oui own indigenous banking institutions I do not 
tmmd foreign banks coming m aftei oui own indigenous banks have been 
-fimily estabLshed in the country 

927 Chairman So youi point is that you want these conditions to 
he imposed in India whatever other eountnes may 01 may 7 not do, and you 
w r ant these conditions to be imposed, because you w 7 ant the indigenous 
banks to develop foreign exchange business Am I collect m saying that 
that is your point? — Yes 

928 Di Hyclci Would vou like these licenses to be revocable at will 
of the licensor? — The licence can be lenewed aftei a certain period of time, 
provided they cany on the business piopeily m the meantime 

929 In legal d to auditois and auditing, you say that the auditors 
should have access to the banks’ books at all times Is that the general 
practice now?— -Yes, that is the case with our Bank, but I do fiot lmow r 
whether other banks follow 7 that policy oi not 

980 Why do you object to the examination of hank accounts by Gov- 
termfienf officers? — I have already explained my reasons 

931 You know that at least m one country in the world the system 
of examination of banks 'by Government officials is prevalent In the 
-first instance Government pays these officers for their work, but later on 
the money is recouped by assessment on banks on their assets? — But m 
-that case Government issues licenses only 7 to a small body of some special 
inspectors, and that would amount to the same 

932 Mr BuchJcy In answer to the Chairman you said referring to the 
exchange business that youi leal complaint was about the B C late which 
is fixed by the exchange banks and tire otkei was the question of paitial 
deliveries You are probablv aw r aie that the B C rate is merely a rate 
fixed every morning by the exchange banks foi the payment of bills due 
on that particular day oi paid on that paiticular clay 7 foi which an exchange 
contract 1ns not Deen entered into up to the night befoie It is a iatr 
winch applies to all the clients of exchange hanks, whether Indian or 
Euiopean, without disci lininatioil This late is 'never alteied dunng the 
day 7 except under exceptional cncumstances The amount of exchange put 
-through exchange hanks at B C iat.es is extremely small The late is 
-usually fixed at about 1/32 below thermal ket late but the meiehants have 
the option of fixing exchange contracts on which we banks pay brokerage 
up to the night befoie the bill is paid On the B C late the bank pa-vs no 
biokeiage at all I do not know 7 what is yom complaint? — My complaint 
is that you would not accept, a draff of the Central Bauk m pavment of B 
C 
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933 Mi Buckley Do you not think that it is a fair rule to make that 

a bank does not accept the diaft of another bank m payment of a bill 
for collection except under a penalty of I pei cent ’ — I say why should the 
diawee not have the choice to buy a diaft where he can get it at a 
cheaper iate’ ■ 

934 Mr Buckley The bank’s argument will be this They should 
not be deprived of the profit that they would be getting The profit m 
the transaction would be only out of exchange and nothing else’ — That is 
a diffeient consul ei ation I think the chance should hare the option of 
buvmg fiom the othei banks 

935 Mi Buckle if He has an option to do so, and he is only asked to 
pay a penalty Ho has to pay a penalty for bringing a draft of another- 
bank 

936 You complain about the banking houis? — Our clients say that 
they will have longer banking hours than the exchange banks As it is, 
3-30 to 4-30 pm is a busy lioui foi us 

937 If the question of hours was the only obstacle m the way of the 
Central Bank could they not have got over it by some means? — I have 
not cons dered the question I will consider it 

938 I now come to the question of partial dehvenes against hills Do 
you think that the system of partial deliveries against bills is n good one? — - 
It gives good accommodation to the commercial business men 

939 Now, you aie an experienced banker In times of depression like 
the present, an importer has imported goods, some of them are saleable 
and some of them are not In one bill there might have been various 
items If the exchange bank gives partial delivery, would there not He 
a tendency on the part of the importer to take delivery of the goods which 
he can sell and leave the other goods? — Whether we give partial delivery! 
oi not, it is all the same If we give the delivery of the goods which are 
saleable, the other goods will remain with the Bank Goods saleable today 
may become unsaleable to-morrow 

940 Will that not result m accumulating liabilities? — It all depends on 
the conditions and risk that a bank is prepared to take If you ore putting 
such restuctions now on the commercial community, it will certainly work 
against their interests 

941 We are not putting any restrictions at all What we say is thin 
A Bill comes foiwaid foi, soy, £100 and what do we do? We ask him 
to pay the amount and take aw av the goods — But at certain times it will 
be difficult foi him to take the whole lot of goods When you have been 
taking the lisk in tins connection foi so mam, yeais, why do yon suddenly 
stop it’ I have never complained about the reasonableness oi unreason- 
ableness My complaint is about the iule which has been aibikaiih laid 
down by the exchange banks 

942 Do you not considei that this rule would he to youi advantage? 

I do not say so The complaint is„that when this lisk was taken by ex- 
change banks foi so many years, why should it not be continued? 

Chairman I think that theie is a reasonable answer to that What I 
think is this As a result of so many years’ experience the exchange banks 
must have thought that they could not give that concession, ns it would 
not be m their interest 
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Witness Is it the expenenee of the exchange banks that giving 
partial delivenes is not to their inteiest 9 

943 Mr Buckley We have suffered so much m the past that we 
thought it necessary to have such a lule I may also say that the lules 
of the Exchange Bank’s Association are foi the benefit of the banks 
concerned? — It may be foi the benefit of the banks concerned, but what 
about the commercial communities? 

944 If an impoiter wants deliveries m small quantities, why should 
he not wnte to the expoitei to have separate bills drawn? — It is all light 
But I say it was necessary to give warning to the meichants that a rule 
will be made to the effect that aftei thiee oi foui months no partial 

< delivenes would be given 

Chav man Mi Buckley, xou said that the >ule vas xuthdiawn aftei 
sufficient notice 

Mu Buclley I cannot say off hand It is a good many }eais since 
the alteration was made 

Mr Khaitan I think it is only two or thiee yeais ago 

Mi Buclley I may be wrong, but I think it was aftei the slump m 
3921 If the committee would like to know I will find out 

945 If the Impenal Bank were allowed to do exchange business with 
the Government balances, would they not be m a position to compete with 
the exchange banks? — Yes We also say that they should not compete 
with the indigenous banks with Government money, it only strengthens 
my aigument 

946 You say that you would suppoit the grant of a license to foreign 
banks if they would provide facilities foi training Indians What do 
you mean theiebj ? — If foieign banks are made to employ Indians m 
higher posit'ons, then they would put the argument forward that they are 
not properly trained So, I say if they send then’ men from their branches 
to the head office for getting training, it will considerablv help the bank 
as well as the Indian staff 

Chairman My question refened to training generally, and not to 
their own staff 

Witness I am now talking only about their staff Eor every higher 
grade, instead of impoitmg Europeans fiom then Home office to India, if 
certain higher positions aie to be given to Indians, it will do mutual good 
to the bank and their staff 

Chairman That is a different mattei My question was “Would you 
make the grant of license to the foreign banks subject to a condition 
that they should provide training facilities to Indians?” And your 
answei to that question was m the affirmative — Yes, it is so 

947 Mi Buckley Do iou not think that under the existing system 
■of employment of Indians there is nothing to prevent good and ambitious 
men fiom leaving exchange banks and joining the Indian banks? — It max 
happen an the case of one man But I say there may be very many such 
pei sons and wheie can we find employment foi them outside exchange 
banks? Theie ->s onlv one exchange bank Theie are no other Indian 
•exchange banks 
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948 I am sugggestmg to you that theie is a gieatei field 9 — There >& 
absolutely no field at all As fai as my Bank is concerned, I ha\ e trained 
my staff for that Department That staff is there and unless my exchange 
business' mci eases, I mil not lequne any men fiom outside That is the 
position 

949 You say “in no countiy in the woild do we find foieign exchange 
banks doing business m such large numbeis as m India In England, 
Amenca, Fiance, Geimany, Italy, Belgium and Austna, the pioportion 
of foieign banks to indigenous banks is almost negligible ” Ts not this- 
phenomenon due to indigenous banks m the countries named being highly 
developed 9 — But wffiere is the time and opportunity given for de\ elopment 
of Indian banks 9 The exchange banks have got the fust footing 

950 Mi Khaitan You say Of the major mdustues, except the Textile 
Industiy of Bombay, theie is baldly an mdustiy w r oith the name winch, 
can be said to be suffeung from wxint of finance ’’ Will }ou kindly tell 
the committee what are these majoi induslucs 9 — In Bombay, non and 
steel companies, hydio-electnc companies, etc 

951 Peihaps you aie thinking of jute mills also? — Yes 

952 Do you include tea industiy and colheiy mdustiy also 9 — Yes 

953 Are you awaie that the tea gaideng under Euiopean management 
do not suffei on account of want of finance, but there is a great complaint 
from Indians that tea gaidens contioiled by Indians do suffei from this 
They complain that they do not get sufficient finance Is it so 9 — Yes 

954 Si’milaily, as legards the collieries, those undei Euiopean manage- 
ment do not suffei but those undei Indian management do suffer? — 
I am talking about those collieiies winch are under Indians They do- 
come to us for advances and it is probable that thev are not getting 
suppoit fiom the Euiopean banks 

955 Have you heard that some persons conti oiling seveinl collieries- 
had to boircw moneys at higher rates, saj at 2 pei cent pei month 9 — 
Fiom outside oi fiom the banks? 

Fiom banks 9 — Yes, I have heard 

956 Therefoie, will I not be corieet m thinking that this fact anses- 
only m the case of those industrial concerns winch aie not under European 
management 9 — Not exactly 

957 You just now admitted that tea gardens under Euiopean manage- 
ment do not suffer fiom this Is it not 9 — Indians do suffei They may 
find finance at a little higher late 

958 Do you call 2 pei cent a month a ‘little higher late’ 9 — It may 
be an exception 

959 Is it not collect that some Indians find moneys at a higlici rate 
and some do not find at all 9 — Yes, that is so 

Chairman Have -you any idea as to wli\ these concerns do not get 
accommodation m legard to loans at a lowei rate of interest 9 — It all 
depends on the secunty and the surplus that the bank mav have 

Mr Khaitan You say everything depends on the security 9 — Yes 

Chairman You think that the seeuntv plays a gieat part 0 — Yes 

Mr Khaitan You told the Chairman just now that the secunty mav 
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play a great part m such transactions What do you consider about the 
tea gardens 0 — They aie good securities But one has to consider each 
individual security To lend money on tea gardens is part of the ba nkin g 
business and we have been doing it on a smaller scale 

960 Latei on you say m the third paiagiaph of your statement “If 
the banking system of India is to continue m its present form without 
a Reseive Bank, we think an Industrial Bank with Government suppoit 
and having its Head Office at Bombay 01 Calcutta should be established 
on the following lines, etc ’’ Do y r ou think that ii a Reserve Bank is 
started, theie should also be Industnal Bank? — Yes I stated it -yesterday. 

961 You lecommend that the capital of an Industrial Bank should be 
faxed at 50 lakhs of lupees to stait with Do you think Rs 50 lakhs 
would be sufficient? — I say “to start with" 

962 If the Industnal Bank lias a capital of Rs 50 lakhs, do you 
think that their debentures and bonds will find a good market? — If it is 
found necessary to mciease the capital, it may be giadually increased 

9b3 Do you think that, if the bank has only Rs 50 lakhs, the people 
knowing that the Bank is advancing moneys against block would offei a 
good market foi debentures? — To a certain extent Because there will 
be a capital of Rs 50 lakhs plus the security obtained 

964 I believe you agree that it will be better if the Industnal Bank 
can even be started with larger funds? — The question is whether the 
fpnds can be at once employed or not 

965 And therefore you would like to make a modest beginning? — Yes 

966 Latei on, you say “It may accept deposits for a penod not 
shorter than three years ’’ What is youi experience as a banker? Do 
you find people willing to deposit for a period of three yeais? — The general 
practice is only for twelve months But if people find a good rate, 
they may 

967 What do you mean by a good rate 0 — Something like \ pei cent 
more than the running rate If such a rate is offered, it may have 
an attract’ on for the public 

968 By ruling rate you mean the Government borrowing rate 0 — The 
rate on deposits in the banks 

969 What is your objection to the industnal banks receiving deposits 
for one year? — Because they will compete with the indigenous banks 

970 You say “Industnal Bank should not do commercial banking ” 
You aie surely aware of the recommendations of the Industnal Commis- 
sion In its repoit, paragraph 289, it says “It appeals to follow'- that 
an industrial bank with a sufficiently laige capital to pnsure its safe 
working must, at any late for some time, combine ordinary banking 
business with its industnal activities to enable it to obtain a return on 
its capital ” What do you say to this? — Therefore I have suggested that 
there should be only a small capital to start with I do not agiee that 
the Industrial Bank should do commeieial business 

971 You know that m commercial banking theie aie two foims of 
finance One is against the Jilock and the othei is against the liquid 
assets Liquid assets are for working capital and the other is against the 
block of factories anc! workshops? — I think that 1 is the pioper v'ork of 
the Industnal Bank 

n 2 
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972. As legaids the lafctei, finding money on stocks 01 law products, 
would you exclude that? — I would not But I think it can be done 
by the commercial banks 

973 Suppose the commeicial banks aie not available? — Then it should 
be done by the Industrial Banks But the provision should be made in 
the Articles that they aie empoweied to do that kmd ot business 

974 Mi Iihaitan In this connection I would lemind you of some 
questions which weie put to you by Mi Rushforth about the Industrial 
Bank having bills You said in leply that the Industnal Bank could" put 
forwaid bills to the Reserve Bank, which would be renewable, and some 
objection was taken on technical giounds that those would not be pioper 
bills to give to the Reserve Bank What I am asking is this Supposing 
the Industnal Bank w r eie to operate like this, so fai as advances against 
block was concerned, the Industrial Bank could sell debentures m the 
market because it w'ould hold mortgages for long periods over the block 
assets? — No, theic wall be no bills on them 

975 Chav man May I refei you to jour scheme? You said, talking 
of youi industnal bank, that this bank should Ho no otliei business except 
financing of industries m then primaiy stages until such time as the 
concerns can acquire foi themselves sufficient credit Does not that 
confine the operations of youi industrial bank to the provision of capital 
for block? — Yes 

976 I also puisued the question of the short-term deposits, and you 
were rery definite that they should not provide any capital foi working 
expenses — Yes, aftei the initial stage 

977 You said that “it should do no other business’ Would ■sou like to 
modify that statement? — That would not be affected at all 

978 Why should not the industnal bank be allowed to take slioit-term 
deposits? — If they take deposits, then they again compete with indigenous 
banks 

979 Dr Ilyclci Then you would make a definite statement that it 
should do no commercial banking — But the industnal bank should not 
be debarred from making short term adduces, if such advances are not 
available from othei banks 

980 Chan man Who is going to determine that they are not getting 
accommodation foi then shoit term requirements fiom othei banks? 
Immediately competition is started in the lending business the otliei banks 
will complain, and if theie is competition with regard to the leeeipt of 
deposits, they wall complain again Who is going to deteimme all this? — 
I admit theie will be difficulty no doubt But if the industnal bank 
has provided the block and the company is in the i mining stage and the 
money is leqimed foi law pioduce, theie wall be no difficultv for the 
company to get accommodation elsewheie, that is, wath commeicial or 
othei banks 

981 Mr Shaitan What other commercial banks? — For instance the 
Imperial Bank would be glad to give accommodation against raw produce 

982 Mr hamond Do you think that companies with a charge over 

block wall find it easy to get accommodation against liquid assets? With 

a certain margin they w'ould 
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983 Mr Khmtan You mentioned the Iin penal Bank But m the 
case of the cotton mills m the mtenor, the Imperial Bank do not get 
possession of the aiticles Do they make up foi it by a charge on the 
mill itself? — Yes, if they do not take possession 

984 How would you provide for that? — They will only get accommoda- 
tion on such aiticles as they could get possession of 

985 If the Bank has no bianeh office m a certain place, what then? — 
They can send a representative to that place to take possession 

986 You have said that not more than 25 pei cent of the paid up- 
capital should be invested m a particular industry You have fixed the 
capital at 50 lakhs, that means that the Industnal Bank is not to advance 
more than 124 lakhs — That is to stait with 

987 What is 12| lakhs foi a particular mdustiy? Supposm 

s the 

cotton mill industry wanted assistance from the Tndustnal Bank? — The 
capital can be increased in a few months 

988 What do you mean by the word 'capital’? — The paid-up capital of 
the Industnal Bank 

989 Would jou include the leseives of the Industnal Bank 
m that? — To start with, theie will be no reseive If the capital and reserves 
go on mcieasmg, then this amount will also increase, instead of 12J lakhs 
it will be much moie 

990 You sa-y that foieign exchange hanks should not be allowed to 
bonowm India moie than 25 pei cent of tiieir paid up capital and reserves. 
I suppose what you had m youi mind was that theie should be some 
lestnetion on their borrowing poweis so that the indigenous banks may 
get more deposits Is not that so? — Yes 

993 Could you tell the Committee what is youi idea regarding the 
total paid up capital of all the banks? Have jou calculated what 25 per 
cent of that is? It will be ovei £45 million — Yes 

992 Is theie much difference between 45 million and 50 million? 
Would vou then be prepared to change jour opinion now r about the 25 
pei cent ? Do \ou not think that the lcstnctions >-hould not peimit of 
their taking much less than 25 per cent of their paid up capital and 
reseive in India? — It is my, opinion I would not altei it 

Chairman Mi Khaitan, it is no use now pursuing the matter fuither 

993 Mr Khaitan How does youi second condition w'oik out m actual 
practice? Mi Buckley told you jesteiday that as legaids advances 
m India, they aie moie or less of a seasonal character In the slack 
season they make less advances while m the busy season they make moie 
advances m India Would you take then minimum advances oi maximum 
advances? — The advances in India should be of a permanent chaiactcr 

994 Could j r ou define ‘advances m India’? — Advances against piodue-3 
against shaies, against piopeities, they aie advances of a permanent 
character 

995 Would vou exclude all advances m respect of foreign tiade? 

Mr Lawond Excluding the expoit bills? — Excluding foreign business 
altogether 

996 Mr Khaitan Yesterday vou said m answer to Mr Bamadas 
Pantulu that the foreign exchange banks should be allowed to do internal 
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tiade unless there were sufficient indigenous banks Do you mean to 
suggest that no restriction should be placed upon the foreign exchange 
banks going into the mtenor and competing with Indian banks? — No, I 
have already explained that wheiever they want to open anj branches, 
Government’s permission should be obtained 

997 Supposing that the Government allow the exchange banks to 
start blanches m the intenor, would not that stand m the way of the 
indigenous joint stock banks doing business? — Yes, it would considerably. 

998 Would you not like to pi event such a possibility occurring? — Sup- 
posing at one place there aie no banks and if exchange banks want to 
go theie for ceitain reasons, they should be allowed to have blanches 
there, as otherwise we shall be •withholding banking facilities fiom that 
place 

999 Would \ou not, on the other hand, desne some soit of scheme 
wheieby some Indian joint stock banks might be' helped to start a branch 
theie? — I would ceitamly prefei that if it could be done 

1000 Chan man What kind of assistance would be needed? — If the 
question is one of financial assistance, what is the good of that bank 
going theie? Eveiy bank would naturally considei whethei the business 
that is offeied is profitable oi not But if the foreign exchange banks 
prefer to open a bianeh at a ceitain place, wdieie theie me no banking 
facilities, I would not pievent them from gomg there 

1001 Are theie indigenous bankeis everywhere? — I cannot sav 

Lala Haihishan Lai In the Punjab we have found that there are 
only 60 indigenous bankeis 

Chav man Mi Khaitan is apparently confusing the indigenous banker 
and the indigenous money-lender 

1002 Mi IChail an We have talked of the Industrial Bank and 1 
believe certain questions w r eie asked of vou about the State Aid to 
Industries Act Have vou got any experience of its working at the 
present moment 0 — I had one oi two instances in which State aid was given 
I do not know about the other provinces 

100S Aie vou aware that at the piesent moment assistance given 
under that Act is of a veiv spasmodic nature? — I do not know 

1004 Sometimes a provincial Government can include a giant in the 
budget and sometimes they cannot Would vou like that to be placed on 
a better footing? — Yes, befoie the Industrial Bank is started 

1005 You lemembei that the State Aid to Industnes Act is 
pnmarilv intended for cottage industnes Do you tmnk that an all-India 
Industnal Bank would be able to finance cottage industnes 0 — No 

1000 Theie might be industries m the intend wheie the Industrial 
Bank may not leach At those places do vou not think that help given 
undei the State Aid to Industnes Act will be very welcome? — Such help 
could be given b} the co-opeiative banks 

1007 But if the industries aie of such a lmge nature that the co- 
opeiative banks cannot give all the help required what then 0 — Then 
of com^e, state aid is essential 



1008 In join expeiience as a banker have \ou often-times found diffi- 
culty m passing titles that aie governed by the Mitakshaia lav of mhe- 
aitance? — We would obtain legal opinion on tins mattei 

1009 Has it evei been voui expeiience that people governed by the 
Mitakshaia law have found it difficult to prove then titles? — I am not in 
a position to ansv ei that question 

1010 Sir P in shotamdas Tliakurdas Under Section I, question 4 cf the 
questionnaire issued by this Gommittee leads as follows — If m your 
opinion banks m India have not financed mdustijos large, or small’ freely, 
to what causes do you attribute then iductance? Do you th ink finan- 
cing of mdustues is possible by banks as they exist at present and by their 
piesent methods? In answei to this question one important commercial 
body has said as fellows — “The reluctance of existing banks to finance 
mdustues may be tiaced to several causes Inst, the banks themselves 
are ill-equipped fir the purpose of undeiial mg regular finance of indus- 
tries and they aie distinctly of a eommeieial cbaiactei and as such com- 
petent to grant only short term loans Secondly, their hesitancy in grant- 
ing loans foi even diori penods is mainly due to the uncertain prospeets 
of industrial investments m this country liaceable to no mean extent to 
the fiscal and cuneney pohey of the Government of India” Referring to 
the second part of the answei, do you agiee with what is said? — I entirely 
agree with what is said For example, I will give a concrete case Wo 
wanted some advances fiom a London bank against Tieasury Bills They 
wanted 20 per cent margin -owing to the fear that the exchange latio may 
he changed 

1011 Have you evei advanced moneys to any mdustiml concern in 
India on debentmes? — Yes 

1012 I understand you bad advanced funds to the Nira Valley Sugar 
Gompanv for their debentures and that you had ver> gieat difficulty m re- 
alising what vou had advanced and as a mattei of fact youi Bank lost some 
money m the transaction Is that so 1 — Yes It was a Bans action tians- 
feired to us 

1013 With such an expeiience befoie you, you will not ventuie to ad- 
vance any more moneys to such an mdustnal concern? — No 

1014 Can that he said to be due to the want of policy of piotection 
o* the Government of India? — Yes 

1015 Why is it banks avoid debentures and take only to investments 
w shares? — Pe7 serially, I would piefei to make advances on debentures 
rather than shaie« 

1016 Can you get debentures to advance against? — Not veiy fieely 

1017 Now regarding the Beserve Bank, 1 see that you lay down 9 
conditions, and the fust is the issue of debentmes guaranteed by Gov- 
ernment Do vou want the capital or the mtciest on the debentures to 
be guaranteed bv Government? — As they are only for a certain penod 
and theie >s nothing for the Beseive Bank except its goodwill, the 
guaiantee of the Government is lequired It comes to this that it is 
practically a loan fiom Government bv the lattei guaianteemg the 
amount 

1018 In ollni woids it would amount to Government of India paper? 
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1019 And jvhilst you suggest that Government should guaiantee the 
debentures of the Beseive Bank, I understood you to say m tho course 
of examination yesteiday that you vveie leluetant to give Government any 
ray 01 voice m the matter Is that so 5 — Government may have a say 
ji the matter, but thens should not be the final voice 

1020 You sav that Government should not have any effective control 
m the management of the Bcseive Bank’ In the first place aceoidmg to 
join suggestion the whole Boaid of Management is practically nominated 
by Government Is that not so? — But that ches not mean control by 
Government Government only nominates the hist imembeis of the Board, 
so that theie may be an effective anangement as to the lunmng of the 
Bank 

1021 Who will have the effective control of the Beseive Bank 0 What 
happens 5 -years later? — Every year from the Beport on the working of 
th n Beseive Bank and by other means, Government will be able to 
see the piogiess of the Bank and when Government entiusts the whole 
of the euuency and note issue to the Bank, natuiallj 7 Government will 
have some voice m the 'management tlnough then Finance and Commeice 
Members 

1022 \A ho will have the effective control over the working of the 
Beseive Bank’ To whom aie the Dnectois responsible? — To the public 
and to the country at huge 

1023 But what is the value of their responsibility to the country and 
the public’ Except that the public can ciitieisc then woikmg, who can 
pieveut then fiom doing such and sucli a thing 0 — That is why I suggest 
that then annual report should be placed befoie the Impenal Legislatures 
foi then consideration 

1024 Do vou think that is an adequate control ? — Ii the proper choice of 
men is made as Dnectois, then the conti ol will be adequate in the manner 
indicated by me 

1025 I am only trying to understand your scheme Once these 
Directois have been appointed by both the Houses of Legislature, you 
think it will be quite enough control’ — Yes Except that the Govern- 
ment should choose the Directois fiom out of the panel chosen by the 
Legislatures, they should have nothing moie to do 

1026 And join view is that although Government guarantees the 
whole capital, they should have no effective voice nr the management of 
the Beseive B t nk‘ — That is my view 7 

1027 Now regarding the remuneration which you have indicated m the 

memomndum for the Directois, do -you think that under the present 
conditions you can get capable men foi a remuneration of Bs 2,500 or 
Bs 3,000 per mensem to run the Beseive Bank’ — I think so It is only 
a matter of detail ‘ 

102S So, vou have no objection to paying any higher lemuneiation to 
get leallv good men to run the Bank?— I have no objection to tbeir being 
paid highei salimes My only consideration is that the very best men. 
should be recruiLcl 

1029 Then from youi experience what do you think should be paid to 
get really good men’— We may have to pay ‘about Bs 3,000 or even a 
little moie 

^1030 You say that w r hen theie is a Beseive Bank the capital for the ' 
Industrial Bank which you contemplate, nia\ be less, but otherwise the 
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capital foi the latter Bank should be more Why do you differ entiate? — 
I am only particular about lediscountmg facilities 

1031 With le-discountmg facilities, the requirements of the Indus- 
tual Bank would be smaller Is that what ycu say? — Yes 

1032 In connection with what you say with regaid to the reduction 
of the rate of interest foi the benefit of the middlemen up-country, you 
say that does not mean any assistance to agucultuie Do you know what 
happened when the Tata Industnal Bank opened a blanch at Hapui? 
Till 1922 the Allahabad Bank alone did banking business there, and they 
were lending on wheat m pits af lates of mteiest ranging between 12 and 
16 per cent between the months of Apul and November When the Tata 
Industnal Bank opened a blanch there, they cut down the rate of interest 
to 10 pei cent and latei on v hen the Imperial Bank opened a branch there, 
they cut down the rate still further to 7 oi 6 per cent JDo you think that 
competition of the Impenal Bank is a thing to be objected to? — I have not 
got anything to say against so far as it is a leasonable rate of mteiest 

1033 Do you not think that even 7 pei cent is a high rate of interest 
for financing goods dunng the months when money is going a-begging 
at the puncipal Presidency towns of the countiy? — It cannot be considered 
a high rate because m this case the advances are made only for a few 
months m the year, while all the yeai lound wc have to keep an estab- 
lishment all the same at that place 

1034 Do you keep a costly establishment theie? — No Even at piesent, 
oui business is not up to much there Because there aie 3 or 4 banks 
m the place, oui investments haidly come to 3 or 4 lakhs of rupees If wa 
are able to invest large amounts m the slack season, then the interest rate 
may be said t«- he high 

1035 Any way you do not object to the Impenal Bank having leduced 
the late to 6 per cent ? — No Still thiee banks being m existence there, 
none of them is making a piofit I object to the maiket being thrown open 
at one place wheie there is not sufficient business As it is, we will have 
to close the branch of the Central Bank at th'>t place Formerly our in- 
vestments amounted to about Its J.Q lakhs but now they have been, 
reduced consideiably owing to competition, although oui establishment 
charges are the same 

1036 In any case, now that the local middle-man has to pay only 6- 
pei cent , to that extent he has had telief and to that extent he will be a 
better buyer from the growers Theiefore, the Imperial Bank’s competition 
has leallv bettered the position of the cultivatoi 0 — It may be so at certain 
places If the Impenal Bank’s lending rate is only 7 per cent I have na 
objection, but I would not approve if the late is under 7 per cent 

1037 You have said that because the exchange banks aie attiacting 
deposits at a lowei late than the Indian indigenous tanks, some restric- 
tions should be placed on their operations Dees it not amount to your 
asking foi piotecttou against the exchange banks 0 — It comes practically 
to the same thing. 

1038 And the net result of all that is that you have formed an opinion 
out of 30 years of expenence m banking that if the Indian indigenous 
banking is to flourish, you must be protected against competition, by the 
exchange banks 0 — Yes 
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1039 Now, m spite of youi being a libeial in politics you aie really 
holding extremist views m 'banking Imaiteis 9 — It is leally a mattei of life 
and death with Indian indigenous bank ng institutions 

1040 That is youi delibeiate opinion"— Yes 

1041 With legaid to youi financial self-government, I ivish to ask whe- 
ihei you can eonjuie the pictuie of self-government under the piesent 
constitution of the Government of India, the Finance Department not 
being responsible to the Legislature and liable to dictation fiom Whitehall 
and the Secretary of State foi India 9 — But that state of affairs will all be 
wiped out under my scheme 

1042 How r do you say that 9 — The Directorate of the Reseive Bank 
will have nothing to do with the Finance Depaitmeni oi Whitehall 

1043 But the m sf appointments me to be made by the Government 
of India? — Out of the panel appioved by the Legislatui.es 

1044 So then yon think that without any change m the present con- 
stitution of the Government of India, if a ou got youi scheme through re- 
garding the establishment of the Reserve Bank, you will have financial 
self-government even when the Government is not responsible to the Legis- 
lature? — I think so I think that out of the deliberations of the Round 
Table Conference we will get some political preference which might give 
bettei financial control 

1045 Do you know what is going to happen at the Round Table Con- 
ference 9 I understand one important Cit\ is now 7 advocating the going 
back upon the Montague-Chelmsford Reforms 

1046 And you feel that theie can be no influence exercised by the Gov- 
ernment of India m a scheme of the setting up of the Reserve Bank adum 
brated by you 9 — Theie need be no appiehension, piovided the right men 
aie selected 

1047 And then you feel that it will ensuic financial Sw aiaj ? — Yes 

1048 You «£»v that the Reserve Bank debmiTiUios should carry interest 
at 0 ^ per cent 01 6 pei cent I do not think you wall stick to that rate? 
— No, it wall only depend upon the prevailing conditions 

1049 You weie asked a few 7 questions about lecipiocity m regard to 
some lestuctions which you w r ant to be placed on the working of exchange 
banks m this country , and you said that you do not mmd what other coun- 
tries do, but you want to place restrictions on the operations of the 
-exchange banks m oui countiy 9 — Yes 

1050 I thought you did not go quite so fai yesteiday Do you tlnnk 
it is necessary to go so fai because the Butish banks will escape our 
-centre 1 ? — Yes, that is mv position 

1051 You know m Great Butain no lestnctions aie placed upon foreign 
banking institutions operating m that counuy 9 — But the foieign banks 
are asked to mamtam separate balance sheets for then opeiations m Great 
Butam What is true of London is also tiue of France 

1052 Tlieiefoie, foi the piotection of Indian indigenous banks you w 7 ant 
restrictions to be imposed on all foieign banks mespective of the fact whe- 
ther they place lestnctions 111 thou county 01 not That is youi position 9 — 
Yes 

* 

1053 I wende- whethei you have ever tued to discount your bills m 
the London maikef 9 — Yes, we have discounted documentary bills 



107 


1034 Aie you aware that the Bank of England does not discount bills 
unless it contains two signatures of banking films 01 othei business houses’ 
— We have had no dealings with the Bank of England 

1055 What is yoiu opinion legal ding the racsent condition of the in- 
digenous sin off, the multani, the clietti and othei s’ Do you think any- 
thing should be done to unpiove then lot and if so m what direction? 
Oi do you think that they should be driven out of the banking field slowly? 
— Till the Indian indigenous banks get themselves istablished m this 
country, these small money-lendeis aie a gieat necessity foi the internal 
finance of the countiy 

1056 You do not think that the Indian joint stock banks can. m the 
neai futuie replace them’ — Till conditions impiove they will have to be 
eonsideied as an importani factor hut when conditions impiove, they 
wdl also giaduaUy meige m the Indian joint stock business 

1057 In what duection can assistance be given to the indigenous ban- 
kers’ — I cannot think m what way assistance can be given I do not think 
that Government can gn e rny assistance to them m am waj If they eo- 
opeiate with the Indian banks, it may help them much It is m the 
interest of the Indian banks as well as the indigenous bankeis to co-opeiate 
with each other 

1058 In whao way do you desue them to co-operate’ We have leceiv- 
•ed the Provincial Banking Enquny Committees’ Repoits and fiom those 
Eepoits we find that these indigenous bankeis oi what is known as Shioff3 
-aie indispensable foi tfie convenience or the masses and of the cultivators? 
— I think what you mean bv “Shi offs” is Sow 1 cars 

1059 You call them by wdiatever name "c on like’ — No, I wall make a 
distinction between a sluoft and a Soweai A Sowcai is a money-lender m 
>*the village and the sliioff is a money-lendei in the eommeicial towms and 
urban aicas 

1060 I w r ant to know r if such a class stall a business under the digni- 
fied name of “Indigenous Bankeis”, wall it be necessaiy for them to take 
out a license abiding by some impoitant conditions, that is (1) keep 
regular books of accounts wdiicn wih he checked by auditors 
appointed by local provincial Government oi some such authoiity, (2) 
not tiade oi speculate hut purely deal m money and nothing else; (3) 
lend moneys at a maximum rate of 2 per cent oi 3 pel cent ovei the 
Bank late and not lughei than that, thus putting a sort of contiol over 
Zus tendency to exact as much as he likes, and (4) be given in return for 
all this, facility for having his bills discounted bv the Deserve Bank up 
to a ceitam amount These aie loughly the conditions by which he has to 
abide Would you then considei it advisable to give them support’ — 
Yes 

1061 So, ion have no objection to this soit of suppoit, hung given to 
them 0 — No 

Chan man I do think that -sou have lecommended this m your 
memorandum ’ — I haae suggested it . 

1062 Sv Pinshotamda<; Thal%.tirdas The idea is to do this, >f it is 
feasible, bv wav of legislation 

* 1063 Di Hydei You are aw aie that these indigenous bankeis — 
Maiwans and othei shroffs — have been woikmg heie since centuues 
Thej. have been advancing monevs foi centuries But at piesent they 
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^ ihatr VuiAinpss is sow s out of the w <13 on account of the ihfro- 

dStion of means of communication and dbei things For instance, m 
the Punjab Eepoit it is mentioned that they have gone out of business 
go 1 take it that 30m idea m suggesting the method is to fill m a gap 
uhieb is there at present in the banking system Do you suggest that 
these men should occupy m the banking 53 stem of India the position 
•uhicb the acceptance houses m London occup} m the financial and bank- 
ing S 3 stem of London ) — No Not exactly 

1064 You know that the word of certain mei chants who are m tho 
London maiket is a void of lionoui and once their signature is obtained, 
the bills are readily discounted ? — Here there is no question of acceptances. 
It will be the question of endorsement 

1065 Sir Puishotamdcis Thahadas Bills endoised by them will be 
discountable bv the Eeseiwe Bank 

Dr Hyda That is what is piecisel) done m London 

1066 Sn Pwshotamdas ThakurHas So, you agree that unless what 
has been suggested is done, it will be a gieat irnidslnp m legaid to tho 
financing of f ha masses and it wall be a handicap ' — I want to know whe- 
ther this Committee has suggested as to how the financial assistance 
should be given and what kind of restrictions me to be placed 

3067 They would be legisteied like the joint stock banks They wall 
be tieated m the same w 0 v as “banks ’ —The eiux of the question is that 
they would have dneoc connection with th» Reserve Bank and there wall 
be certain lestiuticns placed on them? — Tbc\ will not have direct touch 
wath t-->c Deserve Bank 


1068 But suppose they got it, would vou mmd it? — How can on in- 
digenous banka discount mg bills for 2 lakhs 01 foi whatever limit there 
might be compote wath the pint stock Lank 0 Thev cannot compete with 
the indigenous joint stock banks, so, I want to know whether the 
Deserve Bank would discount then bills diiect]> If that is done, there 
will be mam other merchants who would like to have then bills dis- 
counted by the Eescive Bank 

1069 Merchont« cannot do that — Mhnt objection is there? For in- 
stance, I <?av this Jethmal will be saying “I have opened the books and 
the Bank wall be able to know about my financial position ” 

1070 Mi IChaitan Do you mean to say the bills of the indigenous 
bankeis should not be discounted 1 ) 3 ' the Eeseive Bank? — It is a question 
£01 consideration, when the nrateual things about the Eesc e Bank are 
consideied 


1071 It will be then on the same hnes as the S 3 stem of the Federal 
t serve Bank It is said that that Bank does net discount bills of the 
acceptance houses but only the bills of membei Banks and they are not 
therefore able to control the money market Have vou heard about that 
criticism lhat would be a matter for consideration 

rnn S 8ir Pn,shotam d'is Thalvrdas But from the indigenous bank’s 
point of view you have no objection? — No 

1 n 10 u 4 . tbe fading “Cost of management” vou say “It is 
cifhcult to defceimin 3 the correct ratio of expenditure m the management 
of banks ficir, the published balance sheeh, and an off-hand comnarisoft 
between banks m this respect by simply working out the ratios from the 
gums 0 . the respective balance-sheets would be enoneous”. You also 
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■sav that you would prefer to lemedy it You quote such a latio of pro- 
fits to be" a failure Is it so? — I do not think I have said it is a wrong 
tiling to do so 

Chairman Of couise, you do not use the word “failuie” there an your 
inemoiandum 

Tkifness What I mean to say is this Suppose a Bank carnes for- 
ward 11 s 3 lakhs and the piofit is onl v Bs 5 lakhs They take a latio 
on Bs 8 lakhs What I should like to do is that they should only take 
a ratio on Bs 5 lakhs 

1074 Sn Purshotaindas Thahurdas You say that this carrying for- 
ward business should not be included 0 — Yes 

1075 You sav “A bank without an/ blanches 01 having ]ust a few is 
always able to show a smaller expenditure latio than a bank with a num- 
bei of blanches” Therefore, the Imperial Bank’s working latio would 
he higher Is it not? — Yes, piovided that Bank is woikmg with its own 
funds Here the profits include interest on Government funds which 
are with them without mteiest 

1076 Your only complaint is about the Impel lal Bank? — I have never 
complained about that Bank 111 this mattei 

1077 I am living to find out whether you have anything to say about 
the latio of the Impenal Bank? — I have nothing to say 

1078 Is it not a fact that in older to show that the Impenal Bank’s 
expenditure ratio is higher you have put this iu your memorandum? — 
Ho 

1079 Some witnesses have sent to us some interesting literature giv- 
ing us instances and reasons why there havr been failures in the past 
m the case of certain banks Another cntic has stated that the failure 
or want of success of indigenous banks can be stated to be due to no 
fair field foi activities foi the indigenous banks Would you be dis- 
posed to agi« e with it ? — If he means fchai some of the field is taken by 
cthci banks, then he is perfectly correct 

1080 He savs “On the one hand we have handicaps In our activities 
of export and import business we cannot have a look m On the other 
hand, we find that the whole system is laid out m such a manner that 
we cannot compete with the indigenous bankei who woiks much more 
economically than the bank at piesent ” Aie you disposed to agree with 
it? — It all depends on the place of woikmg In a place, say like Bombay, 
or Calcutta, theie is no question of sufficient business, as he puts if 
Whether the indigenous banker is there or not, it all depends on whether 
lusmess at a profitable rate is obtainable or not 

1081 Barring the ports, m the uiban and rural areas is it true that 
the indigenous banker can alwavs work more cheaply than any other 
joint stock bank, 01 Imperial Bank 01 an exchange bank? — Yes, that is 
iiue 

1082 Therefore, to that extent the indigenous bank suffeis on account 
of the indigenous banker? — The indigenous banker will not be able to lend 
monevs at a cheapei late than the bank 

1083 Because his resources are limited? — Yes 

, 1084 Therefore, if his lesouices can be strengthened, that will be an 
assistance to the Indian masses? — Then he will be competing with the 



Indian banks and latei on as soon as lie becomes stiongei, -until two or 
three persons lie lull foim a joint stock company 01 a distnct joint stock 
bank 

1085 You know banking m India lias come down from geneianon to 
generation and you know also the w esieimsed banking Do you see any 
difference between the fundamental bases of the two systems ot banking? — 
Yes, banking is moie 01 less based on credit and the westernised banking 
as administered lieie m India is based on wsible assets That is the 
mam drffeience 

1086 Why do you sa\ in India? Is it not so m the w estem countnes? — 
What I hove seen m western countnes is that the banks woik moie on 
ciedits than on visible assets 

1087 Do we undci stand you to say that the Euiopean banks woik m 
Ind’a on different basis > — Yes 

1088 So, tlieie is a difference m the method of woilcmg? — Yes 

1089 Out of these tw o w kiclr do you think is bettei ? — The one that is 
adopted by all the countnes of tne wmld that aie m a prosperous condition 
and that is, the si stem based on credit That is ical banking Everywhere 
m the world it has been done like that But tlie piesent difference is on 
account of the fact that the foreign banks having hist taken the position 
and not having come m touch with the Indians,, they had possibly to adopt 
this way of business 

1090 You think that what is required heie is to mtioduce the old in- 
digenous method, that is, to advance moneys on one’s respectability and 
his position and also the weight he cameo with the society? — That is the 
way m which the Western banks aie doing then business 

1091 Emaliv, Mr Poehldianaw'ala, I will read out to you what one 
of the witnesses has said under the heading cf “Emance oF Foreign 
Tlade” That witness sa-'s “The financing of foreign trade m India is 
at piesent an exclusive function of seveial non-Indian exchange bankB 
of "various nationalities, wuth their head offices- situated abroad These 
hanks aie vei y strongly organised against; other banking agencies and 
then enormous capital resources make it impossible for all but an equally 
formidable institution to enter the field of exchange business which the 
established banks have come to regard as then pnvileged sphere of busi- 
ness The non-Indian character of these banks precludes the possibility 
of bringing then actions into line with the dictates of national interests 
and has naturally cieated a bias against the children of the soil conferring 
Sume distinct advantages on the non-nationals canymg on either export 
oi impoit trade m India The difficulties confronting the Indian tradeis 
aie duectly tnceahlc to this bias and differential iieatment accorded to 
canons sections of tiie commercial conimumtv The committee of the 
Chamber have received information from some members that without 
confirmed bankers' Lettei of Credit fiom abioad, no ciedit facilities are 
available from am mipmtant banks m Calcutta’’ Does it represent vour 
views 7 — Yes, it supports my views 

1092 Chairman Talking about the indigenous bankers and the in- 
digenous b inks, T would like to ask you some questions Some of the 
Provincial Committees have stated that subject to certain restrictions it 
may be possible to make arrangements which will enable them to provide 
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a link bet wen the othei banks and the masses It that link is estab- 
lished, is it likely to affect in any way the development ot banking proper 
in India? I am asking this question as it anses out of the statement 
made in the Punjab where, as Lala Haikishun Lai pointed out, theie are 
onlv 60 people of this class now left They say if theie is no develop- 
ment, they will giadually be diiven out of then business What is your 
opinion, on this point* 1 — -Is it because of the want of development of the 
joint stock banks 9 * 

1093 Lala Haihshan Lai Not onlv one leason Theie aie others. 
The question of co-opeiative banks, the method of tianspoitation by lail, 
etc 

Witness I think it may be due to this leason These indigenous- 
bankeis having a small capital must have been chaigmg a highei late of 
inteiest As the rate., go down, some of these bankers may feel inclined 
to give up the trade of advancing moneys and take up to some othei 
business 

1094 Chau man It has Deen mentioned in the Punjab Report that 
as fhese indigenous bankeis find the reduced lates of inteiest quite in- 
sufficient, they have given up indigenous banking and taken up ether- 
trade But what is the lemedy 9 — If the svstem that has been suggested 
by us is adopted, thev would be able to make a laige tumovei Sup- 
pose a man has got Rs 50,000 and he earns 12 per cent He will get 
the facilities of discounting Ins bills of Rs 40,000 or Rs 50,000 and he 
(an re-mvest ihat monev bv lending at 6 per cent , he will be making- 
tlie same profit in his business If this facility is given to them, th© 
position of the indigenous bankers would be improved 

1095 That will enable them to continue their business 9 — Yes 

1096 Will that affect the growth of the joint stock bank 9 — The joint 
stock bank wall be giving and leceivmg money horn them 

1097 You «aid m one of your answers that these indigenous bankers - 
may eventually be absoibed into the joint stock bank How can it 
be possible 9 — Possiblv when the joint stock banks have made sufficient 
progress m towns, they may go to villages and form similar banks in 
which the indigenous bankers will be interested 

1098 I do not know whether Mr Ramadas Pantulu would put you tbis- 
question But I v culd still ask yon whethc r they will start competition 
with the co-opeiative banks 9 — Theie is so much scope for them There 
is sufficient scope foi indigenous bankeis and also the co-operative banks 

1099 You do not think that the oigamzation of the indigenous bank- 
eis as an unit under the Indian banking svstem with affect the develop- 
ment of othei joint stock banks oi the co-operative hanks 9 — Yes I do 
not 

1100 You said tha+ m the western countnes banking is based largely 
on ci edit Do you mean to say that it is based on personal ciedit and 
not tangible ciedit 9 — Peisonal ciedit plays an impoitant pait m the busi- 
ness of the bank 

1101 Chanman What do vou mean bv 'an impoitant part’ 0 In 
Emcpe and Amenca would a hank usually lend money to anyone of 
its clients simply on peisonal security unsupported by tangible assets 9 — • 
Yes to deserving paities, if they did not to deseivmg paities, that would 
not "be banking 

1102 Do you think in Imho that is mole difficult 9 — It is moie difficult- 
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1103 Mr Ramadas Pan lulu I understand that Mi Larnond read out 
•a statement this morning and on the strength of it asked you a few 
•questions'’ — As I have aheady said, I know veiy little of the co-opeiatrve 
movement 

1104 Mi Larnond m his statement has said that with regard to 
fluid resouices, the Impenal Bank do not now agree to give accommoda- 
tion upon co operative paper and that they are going to withdraw the 
concession in five yeais But fiom the note he enculated to jou he did 
not tell you the conditions undei which the Impenal Bank aie now giv- 
ing credit Are you awaie? — No 

1105 Chan man Mi Bamadas Pantulu, Mi Pochkhanawala has aheady 
confessed that his knowledge of the co-opeiative movement is not suffi- 
cient to supply the Committee any useful information Most of youi 
questions ought thereioie to be leserved foi the Impenal Bank lepiesenta- 
tive when he comes befoie us 

1106 Mi Ramadas Pantulu I quite appreciate it, Sn, I am only ask- 
ing Mi Pochkhanawala as a banker whether the conditions laid down by 
the Impenal Bank aie quite safe oi not, from a banking point of view L 
do not invite his opinion on any matteis l elating to co-opeiative movement 
Ihe Impenal Bank has taken sufficient piecautions m giving accommoda- 
>fjon in the past It now gives us ovei-diafts on these conditions 

(i) interest is payable quaiteily at a flat late of 61 per cent pel 
annum, calculated on daily debtoi balances, 

(n) the cash ciedit should be utilised only as fluid lesource to 
cover deposits oi shoit term loans repayable within a year, 

(m) as a general rule, the cash ciedit will not be allowed to an 
amount exceeding the owned capital of the central bank con- 
cerned , 

(ivl the central bank concerned should, m addition to the piomis- 
soiy note executed by it, furnish collateral secunties m the 
shape of promissorv notes of unlimited liability ciedit 
societies m the case of distnct central banks and piomissory 
notes of district central banks in the case of the M C U B ", 

(v) the actual value of the collateral secunties furnished should 

be m excess of the cash ciedit sanctioned b} at least 33 J pei 
cent , 

(vi) each cential bank should foiward to the Imperial Bank eveiy 

quartei a list of promissoiy notes lodged as collateial secu- 
rities, showing the amount outstanding on each promissoiy 
note togethei with a certificate to the effect that the pio- 
missoiy notes lodged as collateial secunties aie m older 
Ihe list and the certificate aie verified every half-year bv 
the Deputy Begistiar concerned, and the certificate of each 
verification is fonvaided to the Impenal Bank through the 
Registrar, & 

i^vii) such of the piomissoiy notes lodged as collateial secunties 
as have become tlnee years old, or aie dischaiged, should 
be substituted by fresh piomissoiy notes 
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These are the conditions as investigated by the Townsend Committee, 
und under so many safeguards the Impenal Bank have given us accom- 
modation up to 54 lakhs only 

Mr Lamond That was the position at the time the Townsend Com- 
mittee reported m 1927 

Mr Ramadas Pantulu You have not taken any co-opeiative paper 
-since then Do you think that the Impenal Bank runs any great risk, 
after having heard all the conditions which I have ]ust read to you? 

Mr Lamond These conditions aie now withdrawn 

Mr Ramadas Pantulu : We have not asked for a relaxation of those 
conditions With regard to overdues Mr Lamond has not given any con- 
solidated figures foi central banks 

Mr Lamond I will lead out to you a short account of the Tmnevelly 
Distnct Bank — 

“Dewan Bahadur S Kumaiaswami Reddiar, MLC, thanked the 
Tcmt Registrar foi his suggestions and said that it was useless to depend 
upon Unions foi collections In 1929 out of aneais of Rs 3,50,000 only 
Rs 16,000 had been collected At that rate it would take centuries to 
collect all oveidues Even the remedy of the Joint Registrar he thought, 
would not be of much benefit, but something had to be done He felt 
strongly that a Government officer should be entrusted with the collec- 
tion instead of panchayatdars In these days of demand for Swaiaj it 
tv as a disgrace to them to be unable to manage their affaus properly 

“The r jmnevelly District Board had invested laige sums of money m 
+ hs Distnct Bank, and unless the Bank was kept m a safe condition so 
as to retain the confidence placed in it, the Boaid would have to with- 
draw then money He appealed to them not to allow things to drift 
to disastei, but to do something to help the collection of oveidues ” 

Mr Ramadas Pantulu I am talking about the position of the Co- 
opeiative central banks, and m this connection I would just read out to 
the Committee what the Madras Provincial Banking Enquiry Committee 
have to stay 

In paiagiaph 355 of their repoit, they say — 

“The credit so made available at a fiat rate of 61 per cent was to be 
utihsed for shoit-term loans and for the fluid resources of those banks 
The losses made by central banks from the ruial credit societies whose 
pronotes weie thus pledged have been entnely negligible, with one or two 
rare exceptions of tuvial sums no dues from unlimited liability credit 
societies to cential banks have been written off It must therefore be 
taken that these pronotes are good security That they are less readily 
realised m a crisis than trade bills or Government paper has not been 
disputed but they are probably more readily realisable now than they 
were a few years ago, for the proportion of short term loans is steadily 
increasing ” 

In view of the findings of the Townsend’s Committee and the Madras 
Banking Committee, which I have just read om to you, Mr Poehkhana- 
wala, do you still adhere to the answer you gave this morning to Mr. 
Lamond? 

1107 Chairman When you made that statement to Mr Lamond, 
your opinion was given more or less ex parte ? — Yes 

von. m 


£ 



Now, Mr Pochkhanawala on behalf of myself and on behalf of this 
Committee I thank you veiy much foi all the tiouble you have taken to 
appear and give oial evidence befoie 11s foi two whole days m spite of your 
present bad health 

Mi PochJchanaioala I thank you, Mi Chanmnn and the Committee 
members foi the eouitesy shown to me duiing my evidence and foi giving 
me a patient healing In spite of my ill-health I have appeared befoie 
vou to do my duty to the cause of Banking m India whose interests I 
have always at heait In support of the statements m the memoiandum 
submitted to youi Committee I had to place befoie you certain facts 
and figuies about the Exchange Banks, paitieulaily some which may be 
regarded as unpleasant, but I need baldly assuie the Committee that I 
bear no ill will to them I would have failed m my duty if I had not 
represented the case of Indian banks, especially those undei Indian 
management It is this connection of mine which has compelled me to 
make a frank statement without leseive befoie yon of all that I have hoard 
and all tha? I feel about the complicated problem which is entrusted to 
your care 
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FOURTH BAY. 


Wednesday, the 20th August 1930. 


Present 
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Sir Bhupendra Nath Mitra, SCSI, KCIE, CBE, Chau man. 


Sir Purshotamdas Thakurdas, lit , C I E , M B E , Vice-Chairman 


Mr R W Buckley 
Mr Manu Subedar 
Dr L Ii Hader 
Mr W Lamond 
Mr E V Rushforth 
L ala HARKrsHEN Lal, 
Bar -at-Law 


9 Mr J \du Nath Roy 

10 Ch Mukhtar Singh 

11 Mr G Ii Devadhar, G I E 

12 Mr Ramadas Pantulu. 

13 Mi D P IiHAITAN 


Mr V Ii Aravamudha Ayangar, C I E , Secretary 
Mr R P Masani, Joint Secretary 

Messrs Shivpratap Joshi, Keshavdev Nevatia and Begra] Gupta, repre- 
sentatives of the Marwadi Chamber of Commerce, Bombay, weie examined 

(Evidence was tendered partlv m English and partly m Hindi ) 

1108 Chairman You say that adequate supply of finance is of vital 
necessity for the growth and development of industries It has been sug- 
gested that there are other factors as important as the supply of capital. 
Have you considered those factors also? — The protection granted to the 
industries by the Government is one of the factors 

1109 Is that the only important factor? We have been told that there 
are other factors besides this — Another important factor is the sufficiency; 
of capital 

1110 Therefore, your view is that if the finance were forthcoming and 
Government did afford protection to any extent to any and every industry* 
industries would flourish? — Certainly 

1111 And that state of affairs would be realised even if skilled labour, 
technical knowledge and practical experience were wanting? — If the field 
is created, then these things will be forthcoming 

1112 How can the field be created without skilled knowledge and 
labour 9 — In course of time When the field is created, the energies of 
the people will naturally be diverted to the industrial side 

1113 Is it your opinion that in the first place facilities should be pro- 
vided for capital and that Government should also grant protection before 
skilled labour and technical knowledge are available 9 Is that join real 
point 9 — Without adequate finance and protection industries cannot flourish 

1114 Do you seriously mean to say that there is no field foi any sort 
of industry in India 9 Have we not got cotton mills m India? — The cotton 
mills are there, but they have not got adequate protection 

1115 I am not going to discuss here the question of protection to any 
industry What I want to ask is whether the cotton mill industry has 
been thriving m several parts of the country 9 — The cotton mills m the 
mofussil have fdso then financial difficulties and therefore cannot work so 
well as they ought to 

i 2 
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1116 Hane they not been making proflte?-They do make some proirt, 
but it is not adequate 

1117 Then your point is that without protection there is no possibility, 
of the industry flourishing In other words, you want government to 
provide for what according to the people who are running the industry is 
considered to be adequate profits ? — The profits at present are not adequate 

1118 Theiefore, the criterion for deciding what should be the adequate 
profits should be the opinion of the person oi the company running the 
industiy Is that not the point?— The companies that are running for the 
present are not getting as much profit as they ought to 

1119 Therefore, is it your view that there is no use having an Industrial 
Bank until the Government of the country gives adequate piotection to the 
industry ? — Industrial banks are even now necessary to finance the existing 
industries which can run even without protection, but whenever necessity 
auses, protection must be given 

1120 Theiefore, you do not consider protection to be as vital a matter 
as sufficiency of capital? — We consider both axe important 

1121 If they are equally important, and if arrangements are made 
for making capital available through an industrial bank, how can the object 
be achieved? — If protection is not forthcoming competition will remain as 
it is 


1122 Therefore adequate finance by itself provided hv the industrial 
bank will not be of anv use? — The mdustual bank will help those indus- 
tries which are not faced with foreign competition 

1123 Is it the view of your Chamber that theie aie many industries 
of that sort that can be floated m India? — There will be a few at any rate 

1124 Sir Purshotamdas Thakvrdas Can you name one oi two such 
industries as require finance irrespective of protection? — I cannot think of 
any at present, but cottage industries such as handloom industry require 
finance 


1125 Chairman When Japan started her Industrial Bank m 1900, 
had she committed herself to any definite policy of protection? — Japan did 
not feel the necessity then on the assumption that she being a free country 
Cv^uld introduce protection whenever she wanted 

1126 Are these two things linked together as you are trying to make 
out? — Japan did not think it necessary to link up the two when they 
started then Industnal Bank 


1127 Sir Purshotamdas ThaJcurdas In fact, do you mean that they 
did not enforce protection when thev started the Bank m the hope that 
tiiey could have protection whenever they wanted? — That is so 


1128 Chairman But you know Japan had not made itself quite clear 
to Herself whether she was for discriminative protection or for free trade 
when she started the Industrial Bank?-That is so, but competition was 
not so keen then as it is now 


1129 Dr Hijder Do you know whether the policy of discriminating; 

boffin,? lr S?n S m f r e ” not? - It 10 “ force rn one or tTo cases! 
* not so adequate For instance, m spite of prot-ction primled 

It SttrX’S^' 7 th8 ^ 
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1130 Are cotton piece-goods manufactured in England produced m 
tins country 9 — Yes 

1131 That answer is based on the facts of which you have full know- 
ledge? — Several of our Indian mills produce fine cloth However, we have 
not much technical knowledge on the subject 

1132 Do you want industries to be staited m this country only when 
Government gives protection to particular industries? — Whenever protec- 
tion is wanted, it must be given 

1133 Who is to decide whether a particular industry requires protec- 
tion or not? — It can be decided fiom the fact whether an industry is making 
a good profit or not, and that can be decided by a piocess of investigation 

1134 Do you know that at present the Government of India are main- 
taining a moie or less permanent body called the Tariff Board? — Yes 

1185 Do you know their functions 9 — Their duty is to report to the 
Government of India whether a particular industry requires protection or 
not 

1136 Are you of opinion that the Government should grant protection 
without consulting the Tariff Board and that the Tariff Board should be 
abolished 9 — The Tariff Board is necessary, but their recommendations must 
be carried out by Government Recently, the President of the Tariff 
Board said that owing to the present mentality of Government the Tariff 
Board could not do anything 

1137 Chairman My questions were directed to the fact that capital 
was the only necessity Then the witnesses brought m the need for protec- 
tion befoie industrial banks weie staited If there were a democratic 
form of Government m this country the chances of getting piotection may 
be difficult because there is not only the point of view of the industry 
but the consumer should also be taken into account I am not at the pre- 
sent moment discussing the action or want of action of the present Gov- 
ernment That being so if protection plays an important element m this 
matter then my point is, is there much use m having an industrial bank? — 
That is the reason why I referred to the system m Japan 

Therefore am I correct m assuming that the scope of operations of the 
industrial banks which you are contemplating must be limited 9 — The field 
of course will not be limited, but it will not be of much advantage unless 
protection is also given side by side with the industrial bank 

1138 You yourself said a little while ago that it is not possible to start 
any big industries without protection If this is so, am I right m assum- 
ing your position that the scope of your industrial bank would naturally 
he limited? — The field for new industries will of course be limited, but 
the existing industries will be benefited 

1139 If it is not possible to secure protection for all the industries that 
you require, would the provision of facilities for additional finance m any 
way improve the situation? — We require both, additional finance and 
protection 

1140 Can you mention any existing industry which is suffering from 
want of capital in that direction 9 — There are several industries which suffer 
for insufficiency of finance such as cotton industry 

1141 With regard to the cotton industry your complaint is also want 
of adequate protection 9 — Want of finances also 
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1142 Mi Manu Subcdar If the managing agent is not a strong party, 
or for some reason has lost his financial standing then is it not very 
difficult for any cotton concern to get finance from banks on the security 
of the company alone? — Yes it is so 

1143 Chairman Does not that difficulty arise fiom the position 
of the industry 9 The fact is that it is not m a position of producing an 
adequate return Does the difficulty for obtaining the capital anse from 
this cause or is tlieie any other leason? — That is one of the reasons 


1144 What aie the othei leasons 9 Can you tell us 9 — One moie leason 
is the weakness of the managing agents If the managing agents are 
not strong enough it is very difficult for them to get moneys 

1145 Now, I will come to specify my point Supposing this particular 
mill was getting good profits, would not some otliei agencies come foiward 
to provide the finances 9 — But then they would have to pay heavy rates of 
interest 


1146 Appaiently aftei paying heavy interest, thej will be producing 
good returns Is it not 9 — If there is such an industry, it is all right 

1147 You say that the public do not give any encouragement when a 
group of bold individuals lesolve to start an individual concern Is this 
due to the fact that industries are started by private individuals and not 
as a public jomt-stock company, or does the difficult} exist even in the 
case of joint-stock enteiprise? — There is such a difficult} in both the cases 

1148 You say that in the case of a joint-stock ventuie, after the initial 
capital has been raised and the industry has been stalled the problem of 
securing additional capital soon crops up What is the additional capital 
lequired for 9 — World ng capital 

1149 If it is for the working expenses, whj can tliej not get accom- 
modation or advances from banks — fiom Joint-Stock Banks on the security 
of their outturn? — We do not get as much finance as is necessary We 
do get a little finance 


1150 It was suggested the othei day that theie would be no difficulty 
of getting working capital, if adequate security w r eie furnished What arc 
your views 9 — Suppose there aie bales worth Rs 5,000, we cannot get a 
loan for that amount We may get only for Rs 3,000 

1151 Does it mean that the bales of cotton ■which you refer to are not 
considered by the bank while lendmg moneys to be an adequate security 
for Its 5,000?— Yes 


Your idea of having the Industrial Bank is that you think that 
e industries will get finances for the woikmg expenses even though the 
amount may not be fully secured 9 _At present the finances are available 

iXn X? ‘the block In4UStnal Bmk ’ S Starte ' Jl 11 Win tnkc mt ° C ° n - 

, Is ,f y° u ? ^tention to include m the scheme of the Industrial 
Bank that the Industrial Bank will advance moneys for working capital 

L triV v 6 immovable property, that is block?_We B «T that 
foe Industrial Bank s experts will exactly value the position of the industry 

concern^ ^ glY6 fiflailces not onl 7 on the liquid assets but on the whole 
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1154 Mi Khaitan What he says is that the block will be considered 
‘by way of margin? — Yes, block will be treated as margin and we will get 
the full amount on the liquid assets 

1155 Chairman You say that debenture capital is drawn largely from 
indigenous bankeis Can you tell the committee what, in youi opinion 
me the leasons foi debenture issue not being popular with the general 
public? — Most of the industries have not been veiy successful and people 
feel very shy of investing m them 

1156 But indigenous bankeis do not feel shyr m taking these deben- 
tures, even though the industry — I may call it a particular factory — may 
not be working successfully? — An indigenous banker being a local man 
knows more about the position of the factory than the public outside 

1157 Are you awaie of large issues of debentm.es of a mill or of any 
industrial concern being taken by any indigenous bankei? — Most of the 
debentures which aie issued are taken by the merchants 

1158 By merchants do you mean to say Joint Stock Banks? — No 
But even those Banks also take 

1159 Can you supply the committee confidentially with instances of 
industrial undertakings which have been lefused facilities by the Imperial. 
Bank of India recently? — No We cannot give you any instances 
Bather v e do not wish to give instances 

1160 Not even confidentially? — It is lather a personal mattei and we 
•do not wish to give instances 

1161 My point in asking for this information is that you have made 
such a statement and if you give the information confidentially, we can 
puisue the mattei with the other parties You must realise that lef using 
to give the information confidentially would mean to some extent weakening 
your case You say m youi memorandum “They are stiff emng up their 
bank’s policy” Can you give us instances? — It is a fact, but we do not 
wish to give instances 

1162 Can you tell the committee vhat, m your opinion, this tendency 
is due to ? — -It may be due to depression 

1163 Does the Imperial Bank demand rnoie security foi giving ad- 
vances than it used to do m the past? — They do 

1164 Mi Manic Subedai Do they want secunty oi more maigm? — 
Yes, they want more margin 

1165 Sn Pici shotamdas Thalcurdas Do you mean that if a certain 
security is worth say Bs 30,000 owing to depression it is valued at a lower 
figure and that if the concern wants moie money, they ask foi more 
security? — Yes, that is ( the maigm 

1166 Chairman That is not called “stiffening up”? Theie is a 
'difference in the valuation?— The Bank’s valuation is somewhat lower than 
our own valuation For instance, if the cotton is 'at Bs 210 they will value 
it at Bs 200 and over and above that they will require certain maigm 

1167 Has the Bank followed that arrangement throughout m the past 
-or is it their recent tendency ? — Whenever there is a depression, the Bank 
•does like this This complaint is a very recent on© and we think it is due - 
to depression 
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1168 You sny that joint stock banks advance money strictly against 
produce, raw materials or such other easily realisable securities and to a 
very small extent on the general seeunty of the industry, i e , I take it on 
the security of land, buildings, plant, machinery, etc You yourself say 
that the deposits of joint stock banks aie of shoit term and that it is a 
souice of real danger to the bank if these deposits are invested in immov- 
able property Do you not think that for floating expenses a bank may 
legitimately require the mdustiial undertaking to give security of produce 
raw material, or other easily realisable assets? — The Banks do not get long 
term deposits and therefore they cannot do so 


1169 You say that m some cases m Bombay managing agents provided 
the finance on consideration of being appointed agents for buying raw 
material and seJhng or distributing the products of the industry concerned 
Have you anything to say on the working of this system and whether it is- 
advantageous or disadvantageous to industries? — It is not advantageous 


1170 Will you kindly give your reasons? — It is more costly 

1171 You say that special floating capital requirements are to a cer- 
tain degree supplied by Bulmg Princes, indigenous bankers and merchants 
Can you tell the committee what you mean by special floating capital re- 
quirements? — In certain cases it happens that when an industrial concern 
is completed, it is found that more funds are required for its impiovement, 
and the capital which is lequired for the extension and the improvement 
will be called the floating capital 

1172 That capital will not be a floating capital Will you call it 
floating capital or block? — Yes, floating capital It is repayable earlier 
than block capital 

1173 Can you tell the committee what are the terms on which finance 
is given by ruling princes, indigenous bankers and merchants ? — Compara- 
tively, the late ’s higher We have to pay a very high rate of commission 
to the intermediary party m arranging the loans 

1174 Mr Manu Subedar Have you to pay this colmmission eveiy time- 
when the loans aie renewed? — No 

1175 Chairman Can you give roughly any idea of the rate of mteiest, 

taking the commission into consideration?— It is 2 percent or 3 per 
cent higher 1 


1176 Sir Purshotamdas Thahurdas Do you think that such finance is 
more costly than the finance obtained from the banks ? — Yes 


1177 And therefore the terms are more stungent? — Yes 

1178 You say that the Imperial Bank of India which is ra a position, 
to undertake industrial banking in a certain measuie is piohibited from 
domg so by law Do you appiove of the piohibition? — So long as the 
industrial Bank does not come into existence, we do not favour it 


1179 Mr Manu Subedar Please ask them this question again 
Bho“dbe°^™ed D ° y ° U aPPr ° 7e ° f thMe P ro M>to™»?-No, 


1181 Sn Purshotamdas 
Impenal Bank to be able 
present available? — Yes 


Thahurdas Is it because you would like the 
to give finance at a cheaper rate than it is at 
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1182 Chairman In paragraph 6 of your memorandum you refer to the 
fact that the usual rate of interest of Banks on loans and advances to 
industries is geneially the bank late and that m some eases it is even 
highei Is it your intention that the Industrial Bank pioposed by you 
should make such loans and advances at lates lower than the Bank rate? — 
When it is busy season the rates go from 1 per cent to 2 per cent 
higher We want that the Industrial Banks should give us finance at the 
Bank rate 

1183 Is it 2 pel cent higher? — Some times it is 2 per cent higher. 
But geneially if is 1 per cent higher 

1184 Youi statement now is quite different In youi memorandum 
you have put only 1 per cent higher than the Bank rate — It is not our 
grievance We want to make the position quite clear as to how they are 
getting the finance 

1185 If the Industnal Bank lends you money eithei at the Bank rate 
or at 1 pei cent above the Bank rate, will you consider it to be sufiicient 
foi the purpose? — The Industrial Bank should not charge a rate higher 
than the Bank rate Whenever the Bank late goes very high, the Indus- 
trial Bank must not chaige that higher rate 

1186 Therefore, m some cases the Jndustnal Bank should lend money 
at a rate lower than the bank rate? — No 

1187 Mr Khaitan Sir, I understood them to mean that m the slack 
season the banks give advances at the bank rate, m the busy season when 
the Imperial Bank rate goes up, then the rate of interest on which money 
is advanced also goes much higher That operates very harshly on the 
xndustiy, therefore the Industrial bank should not charge a higher rate ot 
mteiest than the Imperial Bank 

1188 Chan man You say that m Germany, France and Japan the res- 
pective Governments have m ceitam cases themselves contributed from 
State coffers a substantial part of the capital Can you kindly tell us what 
cases you have m view and the nature of the State contnbution ? — Some 
Japanese banks have mfoimed us that State help is given Besides we 
have read about it m books 

1189 Then you should be able to tell us the natuie of the contnbu- 
tion — Government purchase shaies 

1190 You give as youi reason for your prefeience foi a single Indus- 
trial Bank for the whole of India with a limited number of branches m 
mdustnal centres to a number of Provincial Banks of the type the fact 
that the latter is not piacticable m the existing conditions of this country, 
specially the fir>ancial position of the Piovmcial Government Is it your 
view that under present conditions it will be moie practicable for the Central 
Government to find 15 to 25 lakhs a veai than for each Piovmcial Gov- 
ernment to find, say 1 to 2 lakhs a year? 'What are the other conditions 
you are referring to? — Yes, the Central Government can find the money 
Instead of starting so tmanv banks m the provinces, a central industrial 
bank should be started for the whole of India 

1191 Sb, to that extent vou qualify the statement you made? — There 
is no need to modify that 

1192 You want to start an Industrial Bank with an initial capital of 
3 erores Can you tell us how you have arrived at this figure, particularly 
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because with leference to certain questions asked by me earlier you ad- 
mitted that, to start with, the scope of opeiations of the Industrial' Bank 
would be veiy limited?— By piovidmg at the late of 30 lakhs foi each 

piovmce 

1193 Do you think it is adequate? — Judging by the held loi industrial 
development, "it is not adequate , but it can be supplemented later on 


1194 In view of the annual expenditure vdnch Government may have 
to meet m connection with the Bank, do you intend that Government 
should have any control ovei its management? It has been suggested m 
this connection by another witness that Government should have two re- 
presentatives on the Directoiate of the Bank with the right to veto any 
loan if both agree What aie your views on this suggestion? — The direc- 
tors should be elected by the Assembly 


1195 Will they all be members of the Assembly? — They may oi may 
not be from among the Members of Assembly, but they should be elected 
by the Assembly 


1196 Mi Manu Subedar According to the piesent constitution of the 
Government? — If the Finance and Commerce Departments aie transferred 
to the Mimsteis, then Government can send their representatives dnect 

1197 Chairman That means that the Government must undertake to 
meet this 'monej yeai aftei yeai without having a voice m ensuring them- 
selves that the money was being pioperly spent? — The money spent by 
the Government is public money aftei all We do not think any rigid 
control is either necessaiy oi advantageous Veto must be applicable only 
when the experts do not favoui a particular scheme and the loan is granted 
by a narrow majonty 

1198 Would these expeits be seivants of Government oi of the bank? — 
Seivants of the bank 

3199 Theiefoie, would that conti ol at all be eftective? That is, Gov- 
ernment <=hould veto only aftei these expeits, who being servants of the 
Dank must natuially yield to the washes of the bank, say that a loan should 
not be given 0 — We aie not keen on the expeits being appointed oy the 
bank 


1200 You weie talking about the constitution of Gover nm ent It may 
happen that the development of industries m the provinces is wholly 
brought undei the control of the local ministers, while the executive 
Government at the centre may not be lesponsible to the legislature How 
would join scheme about a cential industrial bank work undei those 
conditions? Even now the development of industries is a tiansfened sub- 
]ect m ulv> piovmces It is possible that under the new r constitution the 
pow r eis of the ministers may become gieatei, while there may be no 
rhange m the cential Government m the matter of responsibility to the 
legislature IJndei those circumstances, how would your scheme work? — 
ihe Centra. Government can work m co-operation with the Piovmeial 
Governments as at present 

-^03. My point is that the ministers will be responsible to then legisla- 
tures while the councillors in the Cential Government wall not be respon- 
sible to their legislature? — It will all depend upon what constitution is 
rouglit into force We tlimk that under the new constitution the Central 
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■Government should also be responsible to the legislature Even if that 
does not happen, the scheme can be made applicable with certain modifica- 
tions 

1202 Lalci Haihshen Lai Banking at present is a cential subject 
Would it then become a transferred subject? 

1203 Di Ryder Agnculture is at piesent a transfeued subject and 
the provincial ministers do woik m co-operation with some organisation 
at the centre Would such a system be workable m futuie should there 
oe a very substantial measuie of transference of power m the provinces 
and no transfer of power at the centre ? 

Ohan man I would not put that question, since it Is wholly constitu- 
tional 

Mr Manu Subedar Sir, I understood their answer to be that thpir 
piesent scheme is based on the belief that there will be substantial transfer 
-of control, but should it not happen, the scheme could he worked with a 
few modifications here and there 

j.204 You say that an Industrial Bank should be started with a capital 
cf 3 cioies which may latei be increased to five crores Do you con 
template that the bank should m addition issue debentures to mciease its 
capital? — If it becomes necessaiy, the Bank may issue debentures 

1205 Do you intend that your Industrial Bank should accept deposits 
dor the public* — 

(a) for penods not shorter than 3 years , 

( b ) for periods shorter than 3 years? — 

'They must take long-term deposits 

1206 Would you impose any restrictions on the operations of your 
Industrial Banks’ financing? Would its loans be confined to expenditure 
m block cr would you allow it to grant loans to meet working expenses 
under certain conditions? Would it entertain any proposal for the grant 
of a loan to a company until the latter has secured a eeitam amount cf 
paid-up capital? — Only when a eeitam amount of paid-up capital has been 
secured should they think of lending out 

1207 Have you any idea of what the amount should be? — 50 per cent 

1208 You say that theie is discrimination m favoui of the foreigner 
and against the Indian m the matter of facilities for financing foreign 
tiade H has been suggested by one Indian banker that banks m India 
have no source of information to determine the credit of their clients and 
that the clients do not produce their balance sheets to enable the hank 
to deteimme then financial position Have you, therefore, anything to 
say to tile suggestion that this apparent discrimination is probably due 
to the fact that the European houses and merchants furnish balance sheets 
to the bank, while the Indian merchants and houses do not do so? — We 
think that even if Indian merchants showed their balance sheets, they 
would not get the facilities which the European merchants at present 
enjoy 

1209 Can you support this statement by any example? — There are 
instances but we cannot name them 

1210 You say that exchange banks finance foreign exporting houses 
for moving goods from upcountry to the port and that similar facilities aie 
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not available to Indian exporters It bad on the otbei band, been con- 
tended by some witnesses that Indian -joint-stock banks are subject to- 
keen competition from exchange banks in financing such internal trade 
Can you give the Committee any idea of the extent to which Indian jomt- 
stock banks finance the internal tiade of India?- — The Exchange Banics 
only fav-u.i foreign trade at the expense of inland trade Indian merchants 
do not get such facilities from Indian joint-stock banks 

1211 In regaid to the financing of inland tinde up to the ports, you 
say that there is great competition between the joint-stock banks and the 
foreign ex' hange banks If that is so it does not bear out your particular 
grievance >■ — But the fact remains that Indian merchants do not get 
financial facihtres 

1212 Even if the goods aie locked m the warehouse as securities 0 — 
Yes 

1213 And do you say that the Indian joint-stock banks do not provide 
finance even if the produce was pledged as security? — They do make 
advances, but the pity is that they have not got the warehouses nor the 
other requisite resources 

1214 We were told by one prominent Indian banker that m regard 
to this business because of the competition of the foreign exchange banks 
they are not able to do much? — It might be so 

1215 Can you tell the Committee what m your opinion are the reasons 
why thf Indian joint stock banks do not help the Indian exporters in 
providing facilities for the movement of goods from up-country to the 
ports? — Because they aie not m a position to do bo at piesent 

1216 11 1* Kliaitan What vou are thinking of is the competition of 
the Indian merchant with the Euiopean mei chant 0 — Yes 

1217 Do you suggest that the foreign merchants trading m India get 
facilities lrom the exchange b inks at much better terms than the Indian 
mei chants can possibly get m the Indian market?' — Yes 

1218 And, therefore, do you want to convey to this Committee that 
the Indian merchant finds it difficult +o cotnpete with the European mer- 
chant m the business with regard to pioper banking facilities? — Yes 

1219 Lala Harkrshen Lai What I understood the watness to say was 
that the exchange banks help the foreign trader very much m the matter 
of financing and movement of goods while the Indian trader finds it diffi- 
cult to get such a good accommodation 

1220 Mr Buckler/ I think the Exchange Banks Association m their- 
memorandum have stated that they do not advance moneys at the ports 
against goods up-country I think my friends on the other hand have in 
new what the Japanese Banirs me doing m legard to this matter The 
y finesse 1 - m their written memorandum have stated clearly “If a foreign 
export house receives intimation m Bombay that his agentb have pur- 
chased goods up-country he itmmediatelv approaches an Exchange Bank" 
wduch advances to him a substantial portion of the purchase value of thj 
goods up-country So the position is quite clear They are evidently 
referring to the dealings of the Japanese Bank m Bofiibay So far as V 
know, the Exchange Banks do not do so, at any rate, certainly not m 
Calcutta m connection with the jute trade 
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1221 ' Chairman The Indian banks are concerned (nly m financing 
■goods up to the port and the exchange banks finance the trade from the 
poi o to the shipping destination 1 ? — We think that if Indian hanks do 
exchange business also they can help the foreign trade of the country 

1222 Do the Indian banks finance exchange business at piesent or 
not 1 ? — Thev cannot do so pioperly at piesent Supposing I am an exporter 
I will pui chase goods up-country and send them to Bombay for export. 
When the goods reach Bombay I would like to export them straightaway 
-without depositing the same m the banks’ godowns and paying extra cost 
for the same But this pioeess of woik which entails the actual export 
from the stage when the goods have reached the port, up to the point when 
the goods are delivered at then dest nation is done by the Exchange Banks 
and the Indian banks do not finance this business 

1223 Mt Buckley But who prohibits the Indian banks from doing 
that; business? — Because ot competition and the lack of fachties they are 
not able to do so We want that Indian banks should have facilities 
similai to those enjoyed b\ the Exchange Banks to-day oi that the Ex- 
change Banks should offer to their Indian constituents the same facilities 
as they are offering at piesent to then European clients Either the 
indigenous banks should do exchange business or the foreign banks should 
give facil’ties to the Indians 

1224 Is it not a fact lhat Exchange Banks in places bice Amntsar do 
buy export bills of Indian merchants diawm on foieign countries'? — I have 
no idea of conditions up-country 

Lola Harhishcn Lai What happens is this The Indian joint-stock 
banks finance exports from the mandi up to the station from wdrere goods 
aie exported Now r tlreie is a blank from the laihvay station to the poit 
and that blank costs money to the Ind an merchant, while m the ai range 
ment of the Exchange Banks with their European customers there is no 
bieak That is the position 

1225 Chairman Cannot an Indian joint-stock bank, say the Cential 
Bank of India, fill the gap ? 

Lola Harkishen Lol That is a point for us to consider Possibly it 
could be done if they could get the bills of lading thetaiselves 

Chairman Can you tell the Committee what part is played by the 
Imperial Bank of India and by the indigenous bnnkeis m this connection? — 
The Imperial Bank takes the liundis of mei chants up-country They pro- 
vide funds there on darshmi hundis and the md genous bankers act as 
commission agents also Generally speaking, the Imperial Bank finances 
the indigenous bankers m this way 

1227 Who finances more, the Imperial Bank or the indigenous banks? 
— The Imperial Bank finances to the extent that they accept the hundis, 
but the financing done by the indigenous bankers is greater 

3228 Therefore, if we contemplate a scheme of preserving the indigen- 
ous banker, the best remedy would be in the direction of persuading him 
to reduce his interest charges Is that so? — Yes 

1229 But what about the Exchange Banks? Do they charge lower 
rates for that purpose? — They advance money and charge interest only 
from the time the goods are purchased 
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Mi BucUey The witnesses are under the impression that the Exchange 
Banks as a lule give advances m the poits against goods purchased up- 
countrv That, I say, is not the case As I have already said only the 
Japanese Bank’s do sucli business m the Cotton tiade What lie Jo m 
Amntsai, foi example, m the shipping of skms is that we discount; the 
hundi diami m Amntsai to covei the cost of tianspoit up to the port 

Lola Harhshcn Lai Mi Buckley is talking of Amntsai, but what I 
understood these gentlemen to mean is that they do not even get what may 
be called a floating ciedit fiom the exchange banks and therefore thc\ hive 
to get then finance fiom vanous parties 

1230 Mr Lam on d When the Tapanesc cotton films send their lgenis 
to buy cotton, they infoim the Japanese banks that they are going to 
buv cotton at a ceitam place and ask them to open ci edits foi whatever 
amounts they requne Japanese agents up-countiv draw bills on the 
Japanese Bank in Bombay, tail the cotton to Bombay wheie it is held 
until it is shipped to Japan Then the Japanese Bank discounts the 
bill on the Japanese Bank m Japan Other exchange hanks do not 
give these facilities in export 

1231 Lala Harhshcn Lai Mi Binklo\ flunks that they adtance 
moneys on goods It is not so They buy goods after having recened 
finances fiom the Exchange Banks either on security or n letter of credit 

Chairman That is what I am going to find out 

Lala Harhshcn Lai You may enquiie wliethei they get 1 lie finances 
on the goods Imoitgaged or not 

1232 Chairman You ha\e listened to what Lain, Harkishen Lai has 
said In view of that do you wish to stand by vo\u statement or do \ou 
wash to modify it? — We stand by our statement 1 may grve one example 
Suppose a man buys cotton at Khnndwn He buys cotton from his owm 
money or with money bon owed from somebody With actual money he 
buys cotton It is not an advance from any banks or by anybody When 
he has to buy cotton fvuther, wdiat does he do > The Bank discounts 
the hundi but while doing so the Bank takes care to see the strength^ 
of the party and his limit A Hundi is drawn on lus Bombay branch or on 
his commission agent at Bombay, they get money and again buy cotton 
That cotton is sent by lail to Bombay When the goods leach Bombay, the 
commission agent gives the railway receipt to a bank and thus gets his 
Hundi discounted m the bank 

1233 Sir Purshotamdas Thahtrdas Would I he conect m sa\ni£r that 
when you are dealing with this question a on do not mean about an Indian 
exporter oi Indian middleman who carries cotton to Bombay 9 — Exporters 
aie also theie 

1234 What you are complaining about is about the Indians who buy 
cotton m up-country and sell it m Bombay ’-—Yes 

1235 But y r ou have not mentioned am thing about the Tndnn expo ter 
who exports directly? — We sav there are some 

But there are not many Take the case if Ivhandwa A man bins 
cotton with his own money Then the ginning and piessmg take place 
Then the cotton is pressed into full pressed hales winch aie aftei wards sent 
to the railway station Then he discounts a bill with the Imperial Bank 
oi anv exchange bank at Khandwa Tlieie yon have flee competition* 
available between the Imperial Bank indigenous banks and the Indian 
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bank, whoevei discounts the drafts The cotton conies to Bombay and 
the commission agent pays foi the hundi by boirowmg from some bankb 
.You quote an instance of the Japanese Banks What you mean to say is- 
that you have to requne finances thiee times whereas the Japanese 
expoiteis requne only once 

1236 Chan man Have you got setae othei instances with legaid to 
dealings of other export houses except the Japanese houses? — We think 
others also get finance m this way 

1237 Can you name, foi instance, some individual firms? — Balli 
Biothers, Volkart Brothers We think they aie getting the same facilities 
fiom the exchange banks 

1238 Sn ‘Purshotamdas ThaPurdas They are much bigger concerns 

than an aveiage Indian bankei, so they Imay be getting or may not be 
getting facilities They may have been doing business with their own 
money Aie you very definite on that point? — No Our up-country 

clients say that all these firms get finances m this way 

1239 Chan man You say that piefeiential rates foi conversion of 
lupees into steilmg and othei foieign currencies and wee versa are under- 
stood to be given to foieign tiadeis as compaied to Indian tiadeis Can 
you kindly supply the committee with any facts and figures to support this 
allegation? — It is a fact We have been mfoimed by r some of the members 
of oui Chamber that this soit of thing is going on, but we have been asked 
bv them not to disclose then names 

We leally v ant to pursue the question It is said that preferential 
rates are given by exchange banks to non-Indian customers as against 
Indians We aie puisumg this because this allegation has been made If 
you aie not willing to supply full information confidentially, you must 
realise that the committee’s work m investigating matters is bound to be 
impeded 

1240 Mr Manu Subcdar Can you not supply the information without 
naming the peisons? — No 

1241 Chairman The othei day one of the Indian witnesses shov ed us 
even documents m a confidential way, and therefoie we are pursuing ■’'he 
matter — We are not m a position to give you this information 

1242 Mr Manu Subedai You can give the informal on without dis- 
closing the name of the persons That will help us to find out to v hat 
extent the allegations are conect 

Chairman Mr Manu Subedar, I am not prepaied to agree to ihat 
suggestion The committee should have the actual instances 

Sn Pmshotamdas Thalturdas I do not think you can press them to 
give the information 

Witness We say it is quite natuial that if theie is a man from our 
own country and there is a man fiom othei countiy we shall give pie- 
ieience to the tenan from our countiy 7 

1243 Chairman That is anothei mattei You say that exchange 
banks demand highei maigms m the case of Indian traders for opening 
of credits Can you tell the cotamittee what margin is required m the 
case of Indian and non-Indian tiadeis respectively? — Generally, banks 
ask for a margin of 33 1/3 per cent As far as we have come to know, 
non-Indians have been given credits without any margin at all, or 
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Mi Buctley The witnesses are under the impression that the Exchange 
Banks as a lule give advances in the ports against goods purchased up- 
countij That, I say, is not the ease As I have already said, only the 
Japanese Banks do such business m the Cotton trade What we do m 
Amritsar, foi example, m the shipping of skms is that we discount; the 
hundi diawn m Amntsai to covci the cost of tiansport up to the port 

Lola Horhshm Lai Mi Buckley is talking of Amutsar hut what I 
undeistood these gentlemen to mean is that they do not even get what may 
be called a floating ciedit from the exchange banks and fberefoie they have 
to get then finance fioin venous parties 

1230 Mr Lam on d When the Japanese cotton firms <=end their lgenls 
to buy cotton, they mfotm the Japanese banks that they are going to 
buv cotton at a certain place and ask them to open credits for whatever 
amounts they requne Japanese agents up-countiv draw bibs on the 
Japanese Bank m Bombay, lail the cotton to Bombav wheie it is held 
until ib is shipped to Japan Then the Japanese Bank discounts the 
bill on the Japanese Bank m Japan Other exchange bank*; do not 
give these facilities m export 

1231 Lala Harhshcn Lai Mi Buckles thinks that tbev advance 
moneys on goods It is not; so They but goods after having received 
finances fiom the Exchange Banks either on secui'ty or a lettci of credit 

Chau man That is what I am going to find out 

Lala Harhshcn Lai You max enqune whether they gel the finances 
on the goods (mortgaged or not 

1232 Chairman You liaxe listened to what Lain, Harkishen Lai has 
said In view of that do you wish to stand by join statement or do xou 
wash to modifv it? — We stand by out statement 1 may gixe one example 
Suppose a man buys cotton at Kbandwa Ee buys cotton from Ins own 
money or with money bouoxved from somebody With actual money he 
buys cotton It is not an advance from any banks or by anybody When 
he has to buy cotton further, what does he do ? The Bank discounts 
the hundi but while doing so the Bank takes care to see the strength^ 
of the party and his limit A Hundi is drawn on Ins Bombay branch or on 
his commission agent at Bombay , they get money and again buy cotton 
That cotton is sent by rail to Bombay When the goods reach Bombay , the 
commission agent gives the railway receipt to a bank and thus gets his 
Hundi discounted m the bank 

1233 Sir Purshotamclas Tlialnirdas Would I bo ccmect m saving that 
w r hen you are dealing with this question xou do not mean about an Tndtaa 
exporter or Indian middleman who carries cotton to Bombay 1 ^ — Exporters 
aie also theie 

1234 What yon are complaining about is about the Indians who buy 
cotton m up-country and sell it m Bombay ?— Yes 

1235 But y r ou liaxm not mentioned anx thing about the Indian expo ter 
who exports directly ? — TVe sax' there are some 

But there are not many* Take the case if Ixliandwa A man buys 
cotton with bis oxvn no one v Then the ginning and piessmg take place 
Then the cotton is pressed into full pressed bales winch aic nftei wards sent 
to the lailway station Then he discounts a bill with tile Imperial Bank 
oi anv exchange bank at Khandva Theic vou have fiec competition 
available between the Imperial Bank indigenous banks and the Indian- 
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bank, whoevei discounts the diafts The cottoa comes to Bombay and 
the commission agent pays foi the hundi by borrowing from some banks 
You quote an instance of the Japanese Banks What you mean to say is 
that you have to requne finances three times wheieas the Japanese 
exporters require only once 

1236 Chairman Have you got sotaie othei instances with legaid to 
dealings of othei export houses except the Japanese houses 9 — We th ink 
others also get finance m this way 

1237 Can you name, foi instance, some individual films 9 — Balk 
Bi others, Volkart Bi others We think they aie getting the same facilities 
fiom the exchange banks 

1238 Sir ' Puishoiamdas Thahurdas They are much bigger concerns 

than an aveiage Indian bankei, so they Smay be getting or may not be 
getting facilities They may have been doing business with then own 
money Aie you very definite on that point 9 — No Oui up-country- 

clients say that all these firms get finances m this way 

1239 Chan man You say that piefeiential lates foi conversion of 
lupees into steilmg and other foreign cunenc es and vice versa are under- 
stood to he given to foieign tiaders as compaisd to Indian tiadeis Can 
you kindly supply the committee with any facts and figures to support this 
allegation 9 — It is a fact We have been mfoimed by some of the membeis 
of our Chambei that this soit of thing is going on, but we have been asked 
by them not to disclose then names 

We leally want to pursue the question It is said that preferential 
rates are given by exchange banks to non-Indian customers as against 
Indians We aie puisumg this because this allegation has been made If 
you aie not lulling to supply full information confidentially, you mast 
realise that the committee’s work m investigating matters is bound to be 
impeded 

1240 Mi Manu Suhedar Can you not supply the information without 
naming the persons? — No 

1241 Chairman The othei day one of the Indian witnesses showed us 
even documents m a confidential way, and therefore we aie pursuing + he 
matter — We are not m a position to give you this information 

1242 Mr Manu Suhedar You can give the mfoimat on without dis- 
closing the name of the persons That will help us to find out to what 
extent the allegations are conect 

Chairman Mi Manu Subedar, I am not prepared to agree to ihat 
suggestion The committee should have the actual instances 

8n Puishotamdas Thahurdas I do not think you can press them to 
give the information 

Witness We say it is quite natuial that if theie is a man fiom our 
own country and there is a man from othei countiy we shall give pre- 
ference to the tman from our countiy 

1243 Chairman That is another mattei You say that exchange 
banks demand higkei maigms m the case of Indian tradeis for opening 
of credits Can you tell the committee what margin is required m the 
case of Indian and non-Indian traders respectively? — Generally, banks 
ask foi a margin of 33 1/3 per cent As far as -we have come to know, 
non-Indians have been given credits without any margin at all, or 
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some get eiedit only on 10 per cent or 15 per cent margin Here the 
position is quite different In the case of Indians the maigm is 33 1/3 per 
tent but in the case of non Indians there may be nothing 

1244 In the case of non-Indians it is also generally l/3id maigm or 
is it not? — As fai as we know, it is lowei m then ease 

1245 Mr Manu Subodar Can you tell us whether the eiedit given is 
on documents oi not'' 1 — It is the documentary cied’t we lefer to 

1246 Chau man You propose the imposition of ceitam lestnctions 
upon the foieign banks so as to protect indigenous joint stock banks md 
to make the ioimei modify then piesent policy of mdifieience to Indian 
inteiests Will not the effect of such restnctions be -to antagonise the 
foieign banks instead of conciliating them and male ng them moie mindful 
of the inteiests of Indians? — The imposition of ceitam restnctions Mill, we 
think, oe helpful to Indians 

1247 Do you know that Japan stalled a fresh ventuie m foieign 
exchange m the yeai 1880-1882? Up to that stage theie the foreign 
exchange tiansactions weie entnely in the hands of the foieign bankers 
Have you any knowledge if at that stage Japan chd impose any restnetion3 
as you contemplate to secuio youi object? — We have no knowledge of ihem, 

1248 You say that a stiong Indian exchange bank should be established 
eithei by floatation of a now r concern oi by comeision of one of the existing 
Indian banks It has been pointed out by one Indian bnnkei that to open 
a bianch in London and to maintain it up to style and on conect hues, 
the institution should be m a position to sacrifice about Rs 60,000 per 
annum foi at least thiee ycais and to meet unforeseen losses lcsultng 
horn want of practical expenence He has also added that for the success 
of the institution, the co-opeiation and good-will of the Exchange Banks are 
also necessaiy He has furthei pointed out that to expect a bianch to be 
self-suppoiting within thiee yeais of its existence would be loo optimistic 
m view of the stiong position of the exchange banks and the very narrow 
maigm on which the bianch must woik to atliact business. Can veu 
tell the committee whethei this considei ation weighs m youi mind so as to 
modify m any way the suggestion you have made ? — Yo 

1249 How aie you going to secure the co-opeialion of Exchange 
Banks? — I think if theie aie lestnctions on the exchange banks, similar 
to those imposed in other countries, they will sene the puipose 

1250 Do you want those xesfrietinus to frill in line with those ci <he 
othei countues? — Yes, because that will help us 

1251 Y r ou say that the rates chaiged by Poit Trust authonties m Bom- 
bay for storing imported goods m bonded warehouses aie very high Have 
you any suggestions to make with a view' to leducmg tlie&e charges ?— We 
have no specific suggestions to make at the present moment This subject 
should be discussed by a committee of expeits Theie ought to be a com- 
parison made between the rates for guidance That will g>ve an idea 
whether the rates are really high 

1252 Do you want it done by a sub-committee or this committee? — By 
any committee, either this or a sub-committee 

1253 Sir Purshofamda s Thaktmias You know that godown rents in 
Bombay go up and go down in accordance with supply and demand In 
one year the rate may he one and m another year quite different Hovr 
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can you alter it 9 Instead of having fixed Port Trust charges do you like 
that they should vary from time to time? — Yes 

1254 Even though it turns out to be dearer? — We do not t hink it will 
be deaiei 

1255 You say that Indian faimeis have no holding power and have to 
pait with then pioduce at veiy low lates below Voild parity It has, on 
the othei hand, been pointed out by some ot the Piovmcial Committees 
that it is dangeious for the ignoiant peasant to hold his pioduce, especially 
cotton, the puces of which aie subject to vide fiuctuat ons due to world 
factois Have you any observations to make on this suggestion? — We do 
not agiee with the view We say that m spite of the fluctuations the 
holding power is necessaiy If an agucultunst loses his holding power, 
the puces will go down m comparison with the voild prices 

1256 Lala Haihishan Lai was on the Punjab Committee and he savs 
that committee has been told that tins power would be detnmental to the 
interests of the agncultunsts? — What we say is this There is a man who 
wants to hold on, but owing to want of money he has to sell Theiefoie 
we say that the holding power should be there 

Lala Haihishan Lai What we feel is that theie is a tendency dunng 
the last few jeais of the prices going down and the people who came cefoie 
us as witnesses said so Our advice was no doubt non committal because 
we had not facts and figuies befoie us 

1257 But do you suggest that, theiefoie, the holding powei should be 
there oi not? 

Lala Haihishan Lai The present witnesses have taken a veiy long view, 
say of 25 vears We have taken the view of a few years Thcv are 
thinking of their business about 25 \eais hence and we take the view of 
recent yeais So, there wall be a difference m these two cases 

1258 Chairman If the Government were to piovide the agriculturists 
wnth the warehouses as is mentioned m your statement, then they may 
perhaps take the risk of holding then produce That is v hat you say ? — 
Yes 

1259 Mr Muhhtar Sinqh In the Punjab leport they say about the 
capacity of holding and not the holding power 

Chairman Capacity of holding and holdmg power aie one and the sime 
thing 

Mr Khaiian Perhaps, Mr Mukhtar Singh !may not agiee with the 
Punjab Committee 

Chairman • That is a different thing 

1260 Mr Ramadas Pantulu The Madras committee and the Bombay 
committee have taken a different view of the matter It is quite possible 

Chairman I am simply referring to the point because Lala Harkishrm 
Lai stated that the prices have been continuously going down and this 
holding power if granted, will natuially result in mcumng losses 

1261 Chairman • You say that some warehouses may be established 
■and worked with the assistance and under the control of Government 
It has been pornted out by one Provincial Committee that a large mea- 
sure of Government control would hardly conduce to the popularity of the 

Yon III x 
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waieliouses and that oveihead chaiges ?n such cases would also be too high 
foi the producei 01 tiader Have j ou anything to say on this point? — 
The godowns should be leeognised by the Government 

1262 With lefeience to youi observations legaiding the establishment 
of w alehouses wuth Government assistance, will you kindly tell the 
Co mmi ttee what sort of Government assistance you have m view ? — Gov- 
ernment should, wheievei possible, finance these godowns 

1263 It has been suggested that one formidable difficulty an the way 
of the establishment of these warehouses is the variety of ciops giown 
m India and the difficulty of standardisation Do you agiee to this sug- 
gestion and if so, have you an^ remedies to suggest’ — Standardisation 
should be introduced wherever possible Certificates should van accord- 
ing to the nature of the goods stoied m the godowns 

1264 Chav man You have given a definition of the woid ‘bank’ If 
the object of restricting the use of the woid ‘bank’ as to piotect the 
public, especially m the mattei of deposits, do you not considci some pro- 
wsion is necessary for regulating the business of films and individuals 
that receive deposits? — We do not consider it necessary so far as native 
firms aie concerned 

1265 You aie not m favour of licensing joint stock banks ’ — No, we are- 
not in favour of that 

1266 You say that a bank should not commence business until 25 
pei cent of its subscribed capital is paid up Would you also fix any 
minimum foi subscribed capital m older to ensiue the strength' and sound- 
ness of the bank? — One lakh at least 

1267 You say that a foieign private banking firm or individual 
should not be termed a bank and should be prohibited from t along bank- 
ing deposits from the public Can you tell the Committee what firms ot 
individuals you have m view’ — Ceitam foreign films, are taking deposits, 
such as Messrs E D Sassoon and Company , and the Japan Cotton 
Compam 

1268 You piopose that Indian indigenous bankers who are pnvate 
firms carrying on banking business should be allowed to continue then 
business without any hindrance oi restriction but suggest that foieign 
private bankng firms and individuals should be prohibited from taking 
banking deposits fiom the public Will you kindly tell the Committee 
what your reasons aie for making this discrimination’ — The only leason 
w that the deposits paid to indigenous bankeis and pnvate companies 
aie used only for the benefit of Indnn kade and mdustn, while the de- 
posits paid to foieign banks are geneialh used to benefit foreign countries 

1269 Dr Hydcr I w r ant to know*- wlietliei the Indian indigenous 
rankers have been losing giormd steadily, for instance m Eajputana and 
Marwar ’ — The bus ness has gone down. considerably 

1270 Are theie still big indigenous bankers in that paib of the country, 
like the Jagat Seth? — There are, but they are not having flourishing busi- 
ness They make money fiom othei souices but not much fiom bank- 
ing 

12/1 Chav in an You say that no foreign bank should be permitted 
to leceive banking deposits fiom the Indian public unless and until it 
satisfies certain conditions Suppos ng that foreign banking companies 
do not conform to these conditions and are not allowed to leceive depo- 
sits, are you sure that the "deposits now attracted bv them wall all be 
diveited to the Indian banks’— Most of them will be diveited 


131 


1272 It has been suggested that such xestrictions on foreign banks 
instead of advancing the interests of the Indian people will lathei with- 
draw from them the existing facilities m regaid to foregn tiade and 
to that extent piejudice their .interests Have you anything to say 
against this suggestion? — We th’nk that foieign banks and foreign mer- 
chants are trading m India for their own profit 

1273 You complain against the step-motherly tieatment meted out 
to Indian tradeis by non-Indian exchange banks Can you give the 
Committee some specific instances of such treatment? — We cannot give 
any specific instances 

1274 You say that any application by a shaieholdei foi instituting 
criminal proceedings against a bank should be permitted only if the 
court aftei a piehminaxy enquny is satisfied that a cimunal proceed- 
ing is \ian anted Have you considered the effect of this suggestion on 
the confidence of the pubJ c m the bank, that is to say, will not the 
approval of the couit foi launching cnmmal pioceedmgs be taken by the 
public to be a prnna facie pioof of fiaud leading to disastrous lesults, 
though actually the allegation cannot be considered to be proved until the 
criminal proceedings are ovei ’ — We had m view at the time only such 
instances an which fcheie were not sufficient giounds for* prosecution 
But now we consider that there wall he no necessitv foi adopting such a 
procedure 

12 7.1 You sa\ that the main causes for the diminution m the cunency 
cf muddati hundts are the high stamp duty and the fact that ]omt stock 
banks have ceased discounting such hundts as freely as bcfoie Can you 
tell the Committee what this tendency on the pait of the joint stock 
banks is due to and what steps should be taken to encouiage the gi eater 
use of these hundis by the joint stock banks’ — We think that if it is 
proposed to connect indigenous banks with the Reserve Bank, the hundi 
business will increase considerably We recommend that the stamp duty 
on muddati hundis should be abolished and that W'lien the Reserve Bank 
comes into existence, these indigenous bankers should be connected 
with it 

1276 What is voui pioposal regarding the linking of these banks with 
the Reserve Bank’ — If the stamp duty rs removed, there will be many 
endorsements on the hundi Now' for instance, if we give or take de- 
posts, say, foi tw’o, thiee or foui months, it is on a current leeeipt which 
we cannot easily negotiate If the stamp dutv is lemoved, the cunent 
receipt wall he converted into a mnddati hundi in which case the banks 
will be wall’ng to discount it That is wdiv w r e recommend the removal 
of the si amp dutv 

1277 Do vou mean to soa that wuth the removal of the stamp duty, 
iho muddati hundi business wall again piospei ’ — Yes 

1278 You say that until such time as the Resene Bank is estabhsh- 
<'* the Impel al Bank should be prohibited fiom opening blanches m the 
mofussil It has been suggested that even after the Reserve Bank is 
established, Government should legulale the opening of branches m the 
tnofussil wutli a view to ensuirag that q plaqe which is already piovided 
with adequate banking facil ties is not chosen’ bv ariv bank for opening 
additional branches Do sou approve of the suggestion? — No, we do not 
approve of the suggestion 

’I K 2 
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unci at this time of the yeai the exchange xate would be driven to upper 
gold point Is that so? — Yes, it might be so 

1290 It has also been suggested that these funds which the exchango 
banks bung out to India togethei with their Indian deposits, which it is 
thought could be diveited to Indian banks, would be veiy difficult to 
cmplov suitably What is youi opinion? When new mdustiies are 
opened, they could be financed 

1291 It has been suggested Iry one prominent Indian bankei that 
the eo-opeiation and goodwill of the exchange banks is necessaiy foi 
Ind an joint stock banks to do exchange business m India What do you 
think of that salemcnt 0 — We do not think that theie will be any difficulty 
about it 

1292 Mi Di vadhai You said that profits earned by the Mill industry 
at present aio not adequate Could you kindly gi\e me some idea as to 
what you considei adequacy of piofits foi a concern like tli s ? — Say, a 
return of 8 to 10 pei cent on the capital investment 

1293 You have complained against the penetiation of the foieign ex- 
porteis’ agents .into the innermost agricultural centres wheie they pur- 
chase the goods foi expoi t to foreign countries d rectly from the village 
fjrmei Now, in view of this "would \ou like the penetiation of the co- 
operative movement m the interior and thus secure the profits of the 
foieign exploiter to itself? — We have no objection to the suggestion at all 

1294 I think jou mentioned somewffiere that the Ruling Princes axe 
cne of the souices foi the resouices of a bank . Could you give us an idea 
of the proportion of the resources that they could depend upon foi financing 
mdustiies m this country? — They finance laige amounts 

129.i I should like to get an idea of l lien investments as compared 
with the Imperial Bank of India oi the Indian indigenous banks Would 
■you put them on a pai with these? — Not moie than what the Imperial 
Bank does They finance mostly in then owm States and to some extent 
m British India as well, such as Bombay 

1290 Is that a dependable quailei available for all? — No 

1297 In answer to the Chairman, I believe, you said that the facilities 
that should be extended to„ shroffs fiom the Imperial Bank should be 
made available to the Co-opeiative banks woik ng m different centres 
You do not want anj competition, do \ou? If there is a co-operative bank 
"which meets the lequnements of local condtions, then you do not feel 
there is any uecess.ty foi appointing oiheis? — If the requirements are 
more, then there will be no objection 

1298 If tho Imperial Bank weie to decide to open a branch oi agency 
at a place where theie is a co-opeiative bank, would you like the agency 
wxnk to be given to that bank as you w r ould give to an indigenous shroff? 
— We have no objection 

1299 You say that the "provincial branches should be connected 
with and should act as feedeis to the joint stock banks and bigger indige- 
nous banks These m turn should be linked with co-opeiative banks, 
smaller district shioffs and village mahajans” Would you kindly tell us 
how it wall operate? Is it youi idea that they should receive deposits 
and finance these shroffs and bankers? — The shroffs and bankeis should 
have some privileges to get their Imndis discounted, etc 
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1300 Mi Manu Subedar With legaid to the industrial bank, you 
say Government should guarantee the funds of the bank Do you mean 
the shaie capital 01 the debentures? — -Only shaie capital 

1301 Do not you think that if the shaie capital is guaranteed by Gov- 
ernment, the management would be moie or less lecldess? — A few Dnectors 
-will be nominated by the Government and they can be expected to do well 

1302 But you do not want the power of veto to lest with Govern- 
ment? — Not necessarily 

1303 Do you agiee with the view propounded by some witnesses that 
it would be bettei foi Government to guaiantee debentuies? — We do 
not concui m the suggestion We think that the bank will not be able to 
attiact suffic ent capital and so it should be guaianteed by Government 

1304 Then you said that the Industnal Bank should not lend at more 
than the Bank late You said further that the mdustral banks 
should accept deposits foi moie than 3 years oi more oi less Taking 
also then admin stiative expenses into eonsideiation as also the lates at 
which they aie able to attiact money, do you mean to say that they will 
be able to advance loans at almost about the Bank late? — We think that 
they would be able to lend almost at the Bank late 

1305 But then, as I said, they will have to bear th6 cost of manage- 
ment of the bank and also piovide against any poss’ble losses, etc Do 
you think that they wnll be able to attiact long term deposits at smaller 
oi highei rates than the shoit term ones? — They will have undoubtedly 
to offer higher lates But if the bank wnll accept short term deposits also, 
then it will be all right There cannot be anv haid and fast lules m re- 
gard to this Thev may, of couise, be peimitted to lend at slightly 
highei lates than the Bank rate, m view of the fact that the honowei will 
have first to make a piofit w’th a view to enabling him to iepay his loan 
to the Bank m stated instalments 

1306 With legaid to the Bank late you have suggested that the late 
should not be mcieased by 1 per cent but should be laised only by per 
cent You also think that if the Bank late is mcieased too frequently, 
the industries and tiade of the countiy will suffer? — Yes, it wJl undoubted- 
ly be a gieat haidship if it lemamed at a high level almost throughout 
the yeai 

1307 Who should fix the Bank late 9 — The Deserve Bank, wdien it is 
■establ shed 

1308 At piesent Government mterfeies m the fixing of the bank late 
Do you advocate the same interference should continue? Government 
interferes in fixing the bank late at present, because Government controls t 
the cuneney policy of the country — We do not approve of Government ’ 
mteifeience at all They mterfeie at piesent only for the purposes of 
mampulafrng the exchange rate 

1309 You said that the policy of Imperial Bank opening blanches 
has failed You know the Impenal Bank was asked to open branches as 
a means of expanding banking m this country Would you bi efly mdi- 
cate m what wav they have failed? — Because these blanches found ’t 
difficult to make both ends meet, owing to heavy overhead charges More- 
over, thev collect deposits from up-country and utilise the same m other 
ways m big cities 
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1310 Where was the money which you say they aie now collecting 
-fiom up-countiy m the foim of deposits going t’ll the time such blanches 
weie opened m the mofussil 9 — The indigenous bankeis weie attiactmg 
all that money as deposits but now that has gone out of then custody into 
-the hands of the Imperial Bank 

1311 Chairman Is it the geneial custom for indigenous bankeis, who 
care sin offs, to take deposits? — Yes, they do accept deposits 

1312 Mi Manu Svbcdai You know that the Impenal Bank is pie- 
vented by its chaitei fiom doing some sort of business which the othei 
bankeis can Do you think the failuic of these blanches of the Impenal 
Bank was due to this condition 9 — We do not think so 

1313 Do ■you considei the Impeiial Bank to be the best machinery 
for extending banking m this country ? — We do not consider it to be so, 
foi th’s leason that they aie monopolising banking activities of the indige- 
nous bankeis m the mofussil and they also get Government money without 
mteiest 

1314 Therefore you considei that the Imperial Bank instead of im- 
proving the state of affans has made the position worse 0 — That is oiu 
-view 

1315 You say that foieign meiehants dealing in expoits of Indian com- 
modities aie able to get finance fiom then bankeis on bettei teims than 
Indians How is it so 9 — Because these Exchange banks encourage their 
own Nationals moie than Indians 

1316 Don’t you think it is hardly a mattei of favoui but a rnattei of 
standing and ciedit of the concern oi the peison 9 — It is not so They do 
not extend the same facilities to Indians 

1317 You say they would be moie disposed towaids Euiopeans than 
Indians 9 — Yes, certainly 

]31S I note you said you were m favoui of Indian banks stalling ex- 
change business Do not you think that if the existing foie.gn exchange 
banks weie made to legistei themselves as Indian pint stock banks and 
compelled to woik under the Indian laws and regulations, it would be 
better? — Yes, that would be better 

1319 You thank that it w r ould be better to do so than the system of 
licensing? — Yes, but those who would agiee to be licensed might prefer abb 
be licensed 

1320 How would you lestnct the public deposits fiom going to the 
-foreign exchange banks 9 — It should be done by law 

1321 Do you thmk that such deposits as go into the hands of the 
( foieiffn banks would go into the hands of Indian banks and that the lattei 

would be able to finance the foreign tiade of the country as the exchange 
banks aie doing at piesent? — Yes 

1322 Do you know that an Indian bank is doing exchange business 
at present 9 — Yes, only to a veiy small extent 

1323 You know that it holds a certain pioporfron of sterling secunties 
which they pledge m London and against which they borrow and use such 
funds m India for their exchange business Do you think s milai methods 
can be employed by other banks 9 — Yes, if they thmk it will w r oik well 

1324 You propounded a scheme of linking up of shioffs w’th the pro- 
posed Beserve Bank, to provide for greater Jiundi facilities 9 — Yes 
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1325 Do you want these shiofib to be linked up directly with the De- 
serve Lank or thiough the pint stock banks? — It will be bettei if ariange- 
ments could be made to link them up dnectly 

1326 You know one of the piovisions of the Deserve Bank would be 
that it should not do commeicial banking but should do i e-discounting - 
business Suppos ng, instead of slnoffs lending money the Deseive Bank 
was made to lend the money and the shioffs stood as seeuntv foi that ad- 
vance by the bank, would that be a safe pioposrhon’ — I see no objection 
to the proposal 

1327 Mr Manu Subedai If we take that view r , what will happen 
is this The Deserve Bank vs 11 be at the top of the Impeual Bank So 
the Dnper al Bank becomes a leading bank m lespect of the Joint Stock 
Banks But do vou not think that if the Impeual Bank goes to the De- 
serve Bank they will get a somewhat bettei tieaiment than the shioffs? — 
No I am talking about the limit and not the late? The limit of the Im- 
perial Bank mav be much laigei Theie should be no distinction m the 
rates 

1328 Supposing the Deserve Bank was prohibited fiom dealing with 
the shroffs dnectly What do you sat then? — You mean to sai that the 
Impeual Bank will be able to do much business Wo say they will not 
be able to do moie business than the othci banks 

1329 Supposing there is a part’culai bank at piesent which does bill 
business It has bills worth Bs 2 cioxes If that bank is allowed to re- 
discount them wuth the Deserve Bank, that bank mav have 4 croies and 
therefore the late they will get will be higher 0 — We saj if the same faci 
hties are given to the indigenous bankeis there will be no difficulty at 
ail 

1330 Sn Puishotamdas Thai in das In then statement, paragiaph 
45, they say “The Boaid aie, tlieiefoie, of opinion that the proposed 
Deseive Bank should give the indigenous bankeis the same facilities and 
concessions as to the Jomt Stock Banks ” Theiefoie, then intention as 
fai as the rate is concerned, is that the same facilities should be given to 
indigenous bankers As legards the limit it may vaiy accoidmg to each 
one of them, but the late should be the same 

1331 Chairman I asked you “Is it eustomaiy foi the shroffs to accept 
deposits’” You said “Yes” You come fiom Dajputau.i and vou should 
know what custom pievails in the United Provinces They say, “As far 
as banking is concerned, most of them wall be unwilling to accept deposits 
They legal d it as deiogatoiy to then dignity ’ We can also quote the 
same thing from other Provincial Committees’ reports The Shioff thinks 
it dorogatoiy to his dignity to accept deposits Is it so’ — No, they do not 
cousider it deiogatory to accept deposits, but if at any time they do not 
wish +r * accept them, thej generally lower the lates 

1332 But according to this leport it is stated that they do not ac- 
cept deposits? — We do accept deposits geneialh* 

1333 But here it is universal? — There may be some exceptional cases 
to the rule 

1334 Mr Khaitan Do not the shioffs keep Kliata yet a accounts 0 — 
Yes 
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j 335 Can they not leceivc moneys fiom the eustomeis and lend moneys 
to them? — Yes 

Chav man I simply wanted to know fiom you what yoai view is 
I did not want to discuss the mattei 

1336 Sir Pui shotamdas Thalturdas Dr Jam m his book called 
“Indigenous Banking m India”, chapter III, under the heading ot 
“deposits”, Says “The deposit business which aeally distinguishes a 
bankei fiom a meie moneylendei is extremely limited m its extent among 
the indigenous bankeis There aie some, mostly goldsmiths, und land- 
lords who leeeive deposits and pay no, 01 a little, mteiest on them 
Some bankeis, e g , the Saiafi Basna of the United Provinces, sell Imndis 
on themselves and receive deposits foi very short periods — a few T c'nys — 
which aie payable on demand, but payment can be shifted for several days 
Foi additional capital in times of stungency they do not look to deposits, 
but anange with the joint- stock banks No statistics aie available and 
it is difficult to estimate the amount of total deposits received by ‘the 
bankers m the whole country, 01 even m anyone piovmce just as it is 
almost impossible to amve at any accurate 01 lehable estimate of the 
total amount of capital invested m indigenous banking m India The 
question No 19 was left unanswered by everyone of those who were 
good enough to lespond to the Questionnaire Personal inquiries have met 
with no bettei results The following remaiks of Prof Burnett Huist m 
regaid to the difficulty of asceitammg the income of the bankeis reveal the 
tiutn and would apply to the estimation ot their capital oi deposits as 
well ” After giving those lemaiks he says “The bankers m India mostly 
invent their ovm capital They do not make it a regular business to 
attract large sums of money m deposit and lend them at higher lales of 
interest than what they have to pay on the deposits, thereby earumg the 
difference for the risk and laboui ” He does say that it is uncommon to 
keep deposits 

Chav man But it has been mentioned m the Punjab Repoits ai d also 
m the Cential Provinces Committee’s leport that it is derogatory to the 
dignity of the bankers to accept deposits 

1337 Dr Ryder Has the mercantile community of the Bombay 
Presidency, specially the Bombay city, any representation on the Senate, 
or the committee of colleges oi University? — No There is no representa- 
tion 

1338 Do you think that the mercantile community ought to be 
represented? — Yes 

1339 You say m youi memorandum that theie aie veiy few schools 
which impart banking education Can you tell us somethmg more about 
these schools? — Only accounting is taught m these schools We think 
m the secondary schools there should be included m then cumculum 
books on Indian and English Banking 

1340 What schools do you mean — primary, midddle oi High schools? — 
High Schools 

1341 Have you obseived any change m the attitude of banks towards 
a particular industry m giving a measure of assistance? — No, we have not 

1342 Mr Lamond You say that the opening of new blanches of the 
Imperial Bank of India should be restricted Have they not done any 
good to India at all? — We think they have been of little advantage 
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1343 You lefened to the purchasing business of cotton at Khandwa 
Can you tell me what was the demand late m Khandwa before the Imperial 
Bank was opened and what it is today’— The lates vaiy fiom tune to time 

1344 I am talking about the cotton season? — There weie fluctuations 
in iates befoie the Impenal Bank was established 

1345 The late luhng theie was eight annas befoie the Impend Bank 
opened then branch and the piesent rate is only Be 0 1-6 There is a 
difference of Be 0-6-6 Is that not a gieat advantage ’—It was not so 
much as eight annas befoie 

1346 I am talking about the cotton season when the monev was mostly 
lequned I am mentioning this only to show you that the opening of 
branches of the Impenal Bank is not to any disadvantage —The question 
we discussed was about the piofits 

1347 Mr Lamond Piofit to whom? Tho Bank is doing good to the 
country The Bank is providing facilities to the Indian mci chants who 
lemove the ciop fiom Khandwa to Bombay and for that tlicv get only 
Be 0-1-6 instead of annas eight which wa s obtainable theie? — We do not 
think theie is such a great diffeience 

Sir Purshotamdas Thalxndas You ma\ make enquiries and then let 
us know 

Ghauman Mi Lamond is saying this fiom records and naturally it 
must be a fact 


1348 Mi Lamond In mply to the Chairman’s que-dion you said the 
banks value the goods a few uipees less than the maikct vniuo and over 
and above that there is a maigm This is leally done to pi event frequent 
calling m of maigm Formerly, the margin was 25 pci cent and it hns 
been induced to 20 pei cent Bo you not think that this margin should bo 
kept m the Bank’s favour’ — What we sav is not about tho margin kept 
We do not get loans foi the amount we may lequirc We mav inquire 
larger advance winch is not given 

1349 Mi Rushfoith You leplied to the Chau man's question that 
the piolnbilion on the Impenal Bank to undeitnke industrial banking 
should be lemoved until the ci cation of the Tndustiial Bank Ma\ I know 
if you appiove of the prohibition oi not’ — -We appiove of the ptohilrnon 
but we say that those lestnctions should he removed until the cierdion 
of an Industrial Bank 


1350 You have said that it is a souice of leal danger to the hank if 
these deposits aie invested m immovable piopeity Do vou not think then 
that the Impenal Bank will be taking a lisle by undei taking industrial 
banking No They have to take a little risk as othei banks take 


3351 If you say that the restrictions should he removed so Mint the 
impenal Bank may undertake the industrial hanking, where is the neces- 
sity of havmg a fiesh industrial bank? — Oui suggestion is that the Impenal 
Bank will be doing exchange business on the establishment of the Beserve 
Bank and they will then give up the industrial banking business 

1352 Now there is a question about getting out money to India If a 
hank sells remittances to an importer these very rupee dfeposits which vou 

wish to keep from him will automatically be transferred to him?-How 
it so 
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1353 Bv the lupee payment What I mean is that foreign exchange 
business is done with rupees, i e with deposits You cannot buy bills 
-with foreign currencies — 

It is a matter foi veiy gieat caieful thought 

Chati man It is a debatable point Mi Bushforth, j’ou may repeat 
the same question and see if they can give an answei 

1354 Mr Bushfoith Mi Manu Subedai said that Exchange Banks 
bonowed monej m London on easy teims and biought that out to India 
If a bank wants to bring out money fiom London, it must anange sales 
of steilmg and leceive payment m rnpees The lupees which it would 
receive lepiesent Indian deposits which you wish to keep m the hands 
of Indian Banks, if theietoie you succeed in keeping Indian deposits 
from going to Exchange Banks, you ultimately make financing of foieign 
trade by them impossible No bank business is possible without 
deposits? — In that case instead of foieign exchange banks, Indian ex- 
change banks having Indian deposits will get foieign exchange business 
What we want to do m this eountiy is this When the Indian Exchange 
Bank is established and wdien then tiade balance is m then favour, then 
whatevei surplus lemams will be biought out heie m the shape of gold 
and when theie is a trade balance against them, that gold will be 
shipped to foieign countries That is how*' the adjustment should always 
be done 

1355 Mi Bushfoith Although you may impoit gold your business 
must be done with rupees The impoited gold must be converted into 
rupees, theiefoie what it amounts to is that if you allow* only Indian 
banks to leceive rupee deposits, you ultimately lestnct youiself to selling 
your bills only to the Indian banks — When theie is a gieat deal of busi- 
ness, there wall be no difficulty 

1356 Mr Bushforth Theie will be moie difficulty because theie wall 
'be less people to handle the business I am at the moment lefernng to 

the actual difficulties of conveitmg gold into lupees There is anothei 
point which arises out of this Why is it that Indian banks do not freely 
bung money out from England? — They have got no branches 

1357 Is it not partly because it costs them moie, and the difieience 
between the buying and selling lates is Iaigely due to then expenses m 
Loidon? Now, who is going to pay the extra difference? Probably the 
Indian cultivator ? — Yes, paitly 

1358 Theiefore your system is going to cost the pool cultivator moie 
Are you prepaied to mtioduce a system which is going to cost considerably 
more, either for lack of expenence or for lack of adequate facilities while 
the benefit to a large extent is going to London? You do not wans that? — 
No 


1359 What I am arguing is that the bigger piofit is going to Loudon 
and not to India — We think that when the amount of business is con- 
siderable, theie will be no difficulty 

1360 Chairman Mi Bushforth is talking more of the initial stages 
'He is trying to prove that till Indian banks have sufficiently developed, 
the greater margin of piofit will go to London while the extra cost m 
India will have to be borne by the pooi cultivator In other words, for 
securing a small benefit, perhaps to one class of community, the people 
who must subscribe themselves to the temporary disadvantage and loss 
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should again be the unfortunate cultivator Is that join idea'?-— We 
thnVk that with the increase of business the whole country will bendit, ana 
therefore when the time comes for some sacrifice to be made, all vliould 
sacnfiee When the business improves, the Indian people benefit and 
aloin* wnth them the cultivator is compensated If the business is canned 
on through Indian hands, the cliaiges will lie lovvei 

1361 Chairman Will the i eduction m intes be passed on to the 
cultivatoi 9 — Yes 

1362 Mi Jadu Nath Roy In dealing with the question of finance you 
asked for Government protection What if that pioicction is not forth- 
coming ? 

Chav man I think they have ahead} answered this question Jl them 
are readier faerhtres for obtaining pioiectiori than now exist, the Industrial 
Bank might be moie useful m staitmg new major industries hut oven if 
those facilities wcie not available leadih — and they have admitted the 
difficulties m the way of that — they wanted the Industrial Bank to finance 
the existing majoi industries and also small or cottage industries 

Mr Jadunath Roy If any protection is given, it is the eonsumei who 
is hit 

Chan man We are not discussing 1 'Protection ’ I mentioned it only 
as a possible difficulty 

3363 Ch Muhhtar Singh In answer to one of (Jhnuman’s questions 
you said that with Government piotection more industries vill spring up 
Do you mean to say that the piesent fiscal policy of the Government is 
responsible foi the limited numbei of industries existing at piesent? 
— Undoubtedly 


1304 Chan man What leasons have you foi thinking that the piesent 
fiscal policy of the Government is not m the interests of India ° — TV * think 
chat the piesent policy is not conducive to the growth of industries, foi 
instance, the high freight charges and the lack of railwav facilities for the 
movement of goods within the country Then consulei the recent circular 
sent lound by the Government in Bombav That shows that 1h' Govern 
ment aie not sympathetically inclined tow aids Indian industries 

1365 But that cncular has been withdrawn — It shows all the same 
how the nrmd of Government is working This is not oB , dust 
flank ol the ruinous Exchange policv, winch again is not m the interests 
of India As it is, the entnc policy oi Gov eminent is intended to piomote 
foreign industries in the country 

3366 Ch Muhhtai Singh Is there anv method at present to indicate 
to the Indian cultivator what quality of his raw produce is mostly w 
demand m the foieign countries " 

Chan man This question is entiielv out of the pm view of the Banking 
Committee 

Ch Muhhtar Singh No, Su, My idea is that if the business is taken 
y mdian merchants the cultivators will know the requirements rf the 
foreign markets better than if the business lemains m foieign hands 
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1367 Ch Muhhtar Singh What I mean to sav is that at piesent all 

TLw 1Sm ] eS t t 1S \ n ! 0,P1 S n ]jfmds > therefore the Indian eultivntoi does 
not know what kind of goods are requned in foieign countnes It Indian 
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.banks did the business, then the cultivator would know how he could 
get a better puce foi his produce 

1368 Di Hydei You aie assuming a very direct link between ex- 
change banks and the cultivate), m the held 

(To the witnesses) Are you awaie that what the foreign markets 
demand of the Indian cultivatoi is being communicated to him b\ the 
piovmcial agncultuial departments 0 — No, the \ ews of the agricultural 
departments do not leach the agucultuiist, moieovei the entire methods 
of the lattei me modelled on w estem lines 

1369 Chairman I would only like to ask whethei the co-operative 
societies are doing any business m that behalf? — They can and are doing 
considerable business But d the merchants knew these things, they 
would be moie useful to the community 

1370 Have the Indian traders who deal with this business now taken 
any steps to acquaint themselves with the lequnements of foreign 
countnes in legaid to Indian pioduce > — Yes, they cany the mfoimatmn 
to the pioducer The exchange banks do not offer sympathetic advice to 
then clients, no bank does 

3371 What about Indian banks who deal m exchange business? Aie 
they giving advice? Have they started giving advice? — No, but b\ the 
transfer of foieign tiade to Indian hands, the Indian will know better what 
is lequned of the Indian cultivator 

1372 Ch Mulchtar Singh In your memorandum you say that a 
particular Indian concern suffered thiough having advanced money to 
■agriculturists Can you name that concern? — We lefened to the People’s 
Barrie m the Punjab It came to gnef because the Government policv was 
not helpful Government howevei took up the cause of the Alliance Bank 

1373 You suggest that the Inrpeiial Bank should do the work of the 
Industnal Bank till the latter is established What will be its effect on 
the joint stock banks? — The Imperial Bank will finance only where finances 
are requited, so no joint stock banks will suffer 

1374 You have said nothing about the constitution of the Industnal . 
Bank — We recommend the shareholders’ scheme 

1375 If the starting of an Indian exchange bank is conceded, will 
you have any objection to the present Impenal Bank being permitted to 
take to exchange work along with its present activities, or do you want a 
separate bank to be started? — We have no objection to the Impenal Bank 
doing so 

1376 Chairman To that extent you will modify your answer which 
you made to Mr Rushforth? — Yes 

1377 You remember, Mr Rushforth put you the question it being 
your view that the Imperial Bank should be asked to perform the duties 
cf an Industrial Bank until the latter is established, where was the n°ed 
for an Industrial Bank separately? You answered that there w r as the 
need because you contemplated that the Imperial Bank should perform 
the duties of an Exchange Bank as well Now you say that the Imperial 
Bank can perform the duties of both an Industnal Bank and an Exchange 
Bank May I ask, then, where is the necessity for a separate Industrial 
Bank? — We have no objection to the Impenal Bank doing both exchange 
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and mdustnal work All tlie same we must have a sepaiate Industrial 
Bank 

1378 Mi MuIMar Singli Is it not a fact that foi the last few years 
cotton mills m India have been using more and more American and 
African cotton and the demand of Indian cotton m the Indian mills has- 
considerably decreased and that that explains the difference m pnces 
between Ameiican and Indian cotton 9 — Because the puce of Indian cotton 
was above the world parity Ameiican cotton was brought hero for the last 
2 oi 3 yeais As for African cotton, it was needed heie 

1379 Do you know who manage the Poit Trust w alehouses 5 — Theie 
aie Tiustees foi the same appointed by Government by statute 

1380 Will the lent realised on the warehouses cover the warehouse 
chaiges, etc ? — Not m the beginning, but m couise of time it will become 
self-supporting 

1381 You seem to be dissatisfied with the piesent method of auditing 
banks and bank accounts, but still you aie not in favoui of bank accounts 
being examined by Government Examiners How, then, do you piopose 
an improvement m the piesent system? — The method of issuing monthly 
statements giving full details will suffice 

1382 Do not you think examination bv the Government examiners 
will add consideiablj to the ciedit of the Indian banko, and thus avoid 
all chances of bazaai gossips believed by the people 9 — -No, not at present 

1383 What machinery do you piopose to educate the Indian^ m the 
svstem of indigenous banking? — Theie may be an optional couise of 
tiainmg 

1384 Is it likely that Indian moneylenders u ould like the idea of being 
tiained m an institution lmpaitmg education m indigenous Banking? — 
That is win I said that it might be made an optional subject m commercial 
education 

1385 Will it not be better if indigenous bankers’ schools were 
privately started by the indigenous bankeis and the Government gave 
them a status by granting them certificates or diploma to then students 
and also gave financial help m the shape of a giant? — It may be optional 
He do not like the idea of staitmg a special school for banking, if theie 
is a demand m some towns, such schools might be staifced m those towns 
with financial help from Government 

1386 Do y r ou oppose the idea of the Imperial Bank staitmg blanches 
m the mofussil? — Yes 


1387 Aie theie any special facilities granted by foieign insurance com- 
panies which are not granted by the Indian firms? Do not you know 7 that 
theie are special facilities offered by the Bima Insurance Co , and other 
companies Yes, they do have an advantage over othei companies m that 
tney ni e doing business for a long time and moreover they get better 
an nng business because the biggei companies aie laigely owned by 
foreigners with better connections 

138S Mr Manu Subcdar Have members of youi chamber found as 
merchants, when you deal with the Imperial Bank oi the Exchange Banks, 
L J ° T U glve an y security m the form of buildings oi immovable picoerty, 
the Imperial oi the Exchange Banks insist on youi msuimg them with a 
particular foreign insurance company I s that statement true?— Yes 
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1889 An d is it your expenence also that they would not grant you 
loans it you offer them an Indian policy? — After our 'piotests against this 
sort of treatment the position has improved a bit now 

j.390 Dr Hyder Do they not pick and choose a few fiom among the 
foreign and Indian Insurance companies for insurance purposes? — No selec- 
tion is made m the case of foieign companies, at all 

1391 Sir Pmshoia»?das Thakurdas . I take it that m the Mai wadi 
Chambei of Commerce the membeis are mostly Mai wadis? — Yes 

1392 And I take it that the Mai wadis feel that they have foi genera- 
tions past, if not foi eentunes, been the bankeis m the natural course to 
the masses of India ’ — Yes 

1393 The banking business, befoie the British banks came m, was 
theus m common with the Chettiyais, etc? — Yes 

1394 Therefoie your Chamber feel that they are particularly fitted to 
speak with authority having inherited the business from families of 
bankers ’ — Yes 

1395 The one effort of your membeis has been to try and secure at the 
hands of this Committee the correct position to your community m the 
banking w oild of India and to that end you have indicated m your written 
memorandum what position should be given to the indigenous bankeis m 
the banking ’world of India’ — Yes 

1396 Theie you have made certain recommendations and m leply to 
Mi Manu Subedar 3 r ou indicated that the position which should be allotted 
to indigenous banks should be all along the lines of the Indian joint stock 
banks ’■ — Yes 

1397 In youi effort to letneve your lost position, owing to the apathy 
of the Government oi the public, whatevei it be, m answer to the Chair- 
man you said that you weie not m favoui of licensing these indigenous 
bankers ? — Yes 

1898 Now if you will read youi five conditions quoted m your memo- 
randum you will leahse that except for the technical term ‘licence' you 
have indicated the same thing So you won’t have any objection to it 
being termed a ‘license’ per se I suppose? — No, we won’t object to that 

1399 Now, you do not mention heie that these men should be debarred 
from receiving deposits’ — No 

1400 Your anxiety is that by a statute the Government should not make 
it impossible foi anybody else who does not want to come into this category 
fiom leceivmg deposits Is that so? — Yes 

1401 In fact your idea appears to me to be that by youi putting on 
ypm sign-boaid “Seth Tilak Chand Sakaiam, Bankei on the Indigenous 
Bankers list of the Beseive Bank” you w_ll get a certain pieetige which 
will have a good effect on the turn-over of youi business? — Yes 

1402 I do not know why you have not added one moie condition to 
your ‘five’ that these indigenous bankers who receive such facilities from 
the Reserve Bank would not lend at an extoitionate late of interest of 
15 or 20 per cent per annum? What I mean is that if you are to receive 
money at bank rate fiom the Reseive Bank on your tiundis there is a 
duty which you owe to the public of assuring them that you will 'lend also 



146 


you will suffer still moie It is to avoid the Indian commercial community 
having any further handicap on the share of then business in their own. 
country I take it that it is not made out of spite?— The proposal is not 

made out of spite 

1421 I Mould also draw your attention to a sentence in paragiapk 
9 of your statement wheie you say “The lcsult m the matter ot facilities 
of finance is discrimination m favour of the foreigner and rgowsl the 
Indian ” You aie not willing to gixe the names e\cn conlidenlmlly ot 
the pei sons and of the bankers who nun have had Mich an experience 
jVXqy I know if you Iiuvg put tins sentence m ^olIl stetement uflci niuUmjr 
suie that the complaint is a tiue and just one 9 — No, these cue the facts 
and it is the experience of some of the membeis of 0111 Ohnmbu 


1422 Di Ilyclci When you speak of disci nnmulion, I in vs point out 
that discrimination can be in two ways The fii^t i c that the foreign 
exchange banlc^ w ill have nothing to do %\ith the .Indian mci clients and 
the second is that tlieie may be disciimmntion citlici m the matter of 
cbaiges 01 m the amount of ciedit Which of these lm\e you got in 
view r9 — There is a discrimination m the mattei of amount of ciedit aud 
othei facilities 


1423 Sir Puishotamdas ThaUirilas All tins discummntion Mas made 
foi such a long time and you feel non that such a diastic suggestion should 
be earned out 0 — Yes 


1424 Is there am thing else that you would suggest m p'ace of this 
suggestion 9 — None 

1425 This will be handicapping the Exchange Banks m doing their 
business 9 - — We hme suggested that a license should be issued 

1426 Will that be likely to give you lelief which you have in mind? — 
We would like to tiy the system of license 

1427 I have already pointed out that jour fust suggestion is a diastic 
one Is there not anything else winch would satisfy \ou and to which you 
w'ould like to give a fan trial? — Wo think it will benefit the country most, 
if they are prevented fiom icceiving deposits If nnothei suggestion is 
re^uned w r e suggest that the foreign haul s should get themsches legistered, 
have majority of Indian Direetois and nlso Indian management If these 
conditions are not acceptable to them they should l>e given a license only 
to do business and not for to lecenc deposits 

1428 Chan man Begaidmg the financing of the masses I mean finan- 
cing the rural and uiban areas, you feel that if what you have indicated 
m paiagiaph 45 of your statement is tried, it will make indigenous bankers 
stiongei and wall enable them to give moie assistance to then clients and 
you furtliei aie also com meed that all fhe condition* including the one 
of maximum late would not involve anv h.aidslup on them 9 — Yes we are 
convinced that the conditions w'ould not imolve am hnulship on them 

1429 You have been talking about the attitude of disci immation which 
the foreign exchange banks, puisue townids then non-Indian client* ns 
against Indian clients Now, would you be piepmed to say that so fat ns- 
you are concerned that vou do not adopt any policy of discrimination m 
ravour of the membeis of youi community as against the members of the 
othei communities for the simple reason that you probably know about 
tneir business and that you are m touch "with them ? — We have no policy 



of discrimination But perhaps at times there may be some discrimination 
owmg to our being m touch with the members of our own community 

1430 Then they may argue m the same w ay that they weie m touch 
with a certain client and theiefore, they felt inclined to give more facilities. 
I am asking this question because a point has been raised m one of the 
reports of the Piovmcial committees that they do make discrimination 
between the marwadi communities and othei communities I think you 
said 01 it has been suggested that owing to the action of government 01 
both vou have been ousted horn youi honouied position which you used 
to occupy befoie Now, m this connection I 'would lefei you to Di Jain’s 
book m which he says that the reason why the indigenous bankei had lost 
his position which he used to occupy before the Bntish came to this country 
was of a diffeient character, that is, he does not blame the Government or 
the public to some extent He puts the blame on the cncumstances which 
led to the arrival of the Bntish 

His mam point is that all the turmoil m the country arising out 
the occupation of India by the British made the indigenous banker 
lose part of his trade Formerly he used to be the principal banker 
at the Mogul court Then, later on he came to be disliked by his 
customer, perhaps because of his business methods Now all these factois 
hdve been clearly brought out m this book — We say that trade has suffeied 
on account of exchange banks Now the writer of this book does not at 
all touch this point, and I can piove that most of what he has written 
is altogether wrong If you wish it, I can later on point out vanous 
inaccuracies 

1431 Chav man My point is that the authoi of this ibook comes from 
a family of indigenous bankers How can he therefore go against the 
interests of his community? — Our contention is that he is not onginal m 
his book. _ He has only put together the facts that he has collected fiom 
other sources 

But he has actually made enquiries fiom various indigenous bankers, 
such as Mr Bishan Narayan Nigam of Cawmpore, L Balwant Ear of 
Lahore, Mr Jagan Nath of U P 

L Harkishan Lai All that I can say is ibat theie is no banker by 
the name of Balwant Eai m Lahore 

Witnesses The book contains mostly the opinions of people quite new 
to the trade 

1432 Mr Manu Subedar Sn, might we not ask foi more detailed 
views of the Chambei on this point later on "> 
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FIFTH DAYo 

Thursday, the 21st August 1930. 


Present 


Sir 

Mr 

Mr 

Dr 

Mi 

Mi 

Mi 


Biiupendrv Nath Mitea, K C 

B W Bucklly 

Manu Subedar 

L K Hyder 

W Lamond 

P V Bushi orth 

V K Arav ymudha Ayangar 


SI, KCIE, CBE (Chan man) 
Mr Jadu Nath Boy 
Ch Mukhtar Singh 
L ala Harkisitan Lae 
M r D P Khaitax 

M A , C I E ( Secretary ) 


Mi B P Masani, MA ( Joint Secretary) 

Bai Bahadur Bansiduar Diiandhania, Zemmdai and Banker of Bhagal- 
pur was examined The evidence was tendered m Hindi 

1435 Chan man I take it that you belong to the Mans an community 
and you aie an indigenous banlcei Have you been indigenous bankers for 
generations oi weie you the first m your family to start this business? — 
My grandfathei started the work m Calcutta and Bihar 80 years ago In 
the beginning we dealt m merchandise, and later on took to banking 

1436 For how m'any years have you been doing banking business? — 
For about 60 years We started trading first, then banking and lastly 
zemmdan 


Mr Bvchlcy Sir, that shows how very profitable indigenous banking 
business has been 


1437 Chairman Is it a fact that people like vourself or your ancestors 
who began initially with trade, have gradually developed into indigenous 
bankers and zemindars in Bengal, Bihai and to some extent m the United 
Provinces? — I do not know much about U P and Bengal In Bihar there 
is a good scope for indigenous banking 

1438 Mr Manu Subedar Did you start with receiving deposits and 
then began giving loans? — The man who starts banking business has to 
lend m the beginning and then through the honesty of his dealings succeeds 
m attracting deposits 

1439 Chairman Can you tell me foi how many years you have been 
receiving deposits? — For about GO yeais Did you start getting deposits 
from the very outset? — Yes 

1440 Can you give me som'e idea as to what is the amount of deposits 
youi firm takes each year? — Between 8 to 10 la khs 

1441 If you have no objection, could you give us an idea of the total 
capital of your film? — It is difficult to say People think that w r o have 
something between 15 to 20 lakhs 

1442 What sort of people place deposits with you? — All kinds In 
Bhagalpur even the officials deposit with us besides zemindars, peasants, 
merchants, etc 

1443 Dr Hyder Is it exceptional only in Bhagalpur? — No, it is com- 
mon to so many other places, such as Gaya 
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1444 Mr Manu Subedar Aie there many people of your standing who 
aie doing similar business’ — -Yes 

1445 Chairman < You were a membei of the Bihar and Onssa Banking 
Co mm ittee In a unanimous statement made by that Committee, you 
say, “It will be noticed that the part played by deposits and othei outside 
resources in relation to capital m the financial operations of the indigenous 
banker is extiemely small ” — That is so 

1446 According to this statement, to which jou ate a party, the share 
of deposits m the capital is veiy small Bionf what source is the rest of 
the finance tequired drawn? — The mapi poition of the capital is drawn from 
Calcutta 

Chairman It is not my desire in any way to say anything against the 
claim of the indigenous banker foi a proper share m the banking of this 
country That I considei to be a most natural desire, and my whole point 
is to try to get conect information, because in our lepoit we will have to 
present a complete and accurate picture I am compelled to ask these 
questions m view of the recommendations made by the vanous Provincial 
Committees 

1447 Dr Hyder On page 190 of the B & 0 Bepoit, you have said — 
“We, hovevei, came acioss some shroffs m Bhagalpui, the great centre 
of indigenous banking m this piovmce, vho had deposits vaiying fiom Bs 8 
to 16 lakhs drawn fiom an area comprising the neighbouring distncts of 
Bhagalpur, Monghyr and Puinea and fiom all classes including substantial 
raiyats and the local Euiopean club as well as fiom the funds of semi- 
public institutions But such cases aie moie exceptional than noimal ” 

Mr Manu Subedai I think, Sir, the witness has alieady answeied this 
question I asked whether this was general oi whethei it w as an exceptional 
case, the witness replied that many shroffs were doing sim'ilai business 
elsewheie 

Witness There aie about 8 oi 10 persons m Bhagalpui itself, with 
deposits langmg fiom 2 to 15 lakhs 

1448 Chairman Aie you in a position to give us some names? — In 
Bhagalpur, Bhudarmull Chandi Prasad Sovaiam Slnvdat Bai, Hamathiai 
JBnrjia], Baijnath Jodhia], etc In Cava, Sadasukh Bhanolal, also 
Ifhazanchi of the Imperial Bank 

1449 Mr Manu Subeda * You have told the Chanman that the de- 
posits which youi firm receives aie being lent out If you had more deposits, 
could voii employ them all? — With the present inadequate facilities, it is 
difficult foi indigenous bankers to employ all the money 

1450 Bo many people ask for such loans? — Yes Are you able to ac- 
commodate them all’ — No, we aie not able to satisfy all then require- 
ments 

1451 Where do those people then apply foi accommodation? — They are 
in difficulty, they have to try m several places, such as Calcutta I know 
the instance of one Tarak Nath Ghose, a big zemindar, who on account of 
litigation had to lun into debt to the extent of neaily 10 lakhs He tried 
his best to secure money, m Calcutta and other places, but could not get 
accommodation Then with great difficulty he could borrow, and that 
too at the high rate of perhaps 7 oi 7£ per cent 
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1452 In youi written memoiandum you say that India is proverbially 
poor and unless block and floating capital are provided it would be, impos- 
sible to stait any industiy Do you intend that the aid of external capital 
should be sought’ — I do not want external capital to be brought to India 
If a bank is started with Government help, they will be able to cany on 
with the aid of their deposits 

1453 I thought you said a little while ago that you are not able to 
advance moneys to the people vho lequire them because of legal difficulties 
You aie a ha nk er of some standing Then how is it you do not advance 
money to finance the industries of youi country? — If ( accept deposits from 
the pubhc at shoit teim and then deposit it m industrial concerns on long 
term-, I will find it impossible to lepay my depositors when I get a call 

1454 Then you aie not wholly collect m saying that the countiy is 
proverbially pool The money is theie and the only question is that an 
institution should be stalled foi collecting deposits on long teim and there- 
after using it for the purposes of industiy’ — What I mean to say is that 
those who intend staitmg industries have not got the money to do so, but 
■big people like the Maharajah of Darbhanga invest all their money hi 
Impenal and othei banks And the money that goes into the Imperial 
Bank and other banks m the form of deposits are not made available for 
the industries of the country 

1455 Dr Hyder Is it not a fact that the Maharajah of Daibhanga 
.invests his funds all ovei India, especially in Bombay’ — My point is that 
he still has m'oie funds m his control which he can usefully invest in pro- 
moting the industries of the country It is only one instance that I have 
-quoted, but there aie seveial othei persons and zemindars who have surplus 
money which they could usefully employ 

1456 Chan man Why do they not invest their money m the industries 
then? — They themselves do not know anything about the industries and 
want of confidence m the new mdustiies staited is another leason why they 
do not finance new industries But if theie is Government guarantee or 
suppoit, then that concern will gam pubhc confidence 

1457 What aie the legal difficulties that you are talking of Is that 
special to indigenous bankers or is it usual with every body’ — If an in- 
digenous bankei files a suit m the original couit it takes not less than 2 years 
for the final disposal of the suit As fai as joint stock banks are concerned, 
the time taken will be less 

1458 Do you mean to say that the court deals partially m these 
mafcteis’ I do not m'ean to say that the courts are partial m their deahngs, 
but I might say that they are better inclined towards the Indian Joint Stock 
Banks and the lattei still aie a little worse off when compared to foreign 
banks 


1459 You say that private films and joint stock banks aie also not 
willing to lend money without taking security of the stock m tiade Do 
you consider that this attitude is not the only correct attitude that should 
be taken —A business cannot flounsk unless peisonal security of peisons 
of standing and position is also taken into account 


1460 Then youi point is that the lending bank should not pay so much 
attention to the tangible security as to the possible personal security?— Yes. 

i.v 1461 T ou i ol(i me a . 5 lttle wlllle ago that you would not advance against 
the security of immovable property for fear of a run by your depositors to 
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•withdraw deposits 9 — Yes, because we aie not m a position to get extraneous 
'help eithei through the agency of Government or other banks So unless 
we find other souices of meeting sudden requirements, we cannot advance 
-freely 

1462 I am simply tiymg to understand some of your statements 
Therefore what I said is correct, that these people (private firms and pint 
stock banks) aie fully justified m taking the line they do under the cir- 
cumstances 9 — Therefore it is I say that tiade 01 industrial banks should be 
established foi such puiposes 

1468 Would you admit that the correct position is stated in the memo- 
randum' submitted to us by anolhei gentleman from your Piovmce, viz,, 
the Managing Director of the Chota Nagpur Banking Association He 
says — "Banks aie shy to advance anything to support industries because 
of the want of sufficient and pioper secunty Presence of risk would 
necessarily enhance the rate of mteiest If by legislation oi otherwise 
the element of risk be minimised, there would be no lack of capital”. 
Would you accept this as showing the collect position 9 — The Managing 
Dnectoi of the Chota Nagpui Banking Association, whom. X know, is not 
an mdustnalist and he is cvei-shy m advancing money to industrial con- 
cerns As a matter of fact the indigenous bankers even aie not so shy 
as he is 

1464 So then the private films and pint stock banks are precisely m 
the same position as you are Is it not 9 — I will not say the position is 
precisely similai 

1465 You said something about the Chota Nagpui Banking Associa- 
tion Now, do you lecollect an mteiview which the Bihai and Onssa 
Banking Committee (including youiself) had with the Manager of that 
‘concern 9 In that interview the management has said that they are ad- 
vancing funds to collieries Is not a colliery an industry? — Yes 

1466 So then your statement about the Chota Nagpur Banking Asso- 
ciation was made •without proper consideration, is it not 9 — I was finder 
~the impression that the bank was not investing its funds m any industries. 

1467 Chav man You observe that brilliant young men with high 
academic distinction of foieign countnes m Industries are being thrown out 
of employment for want of ciedit facilities Do you mean that as new 
industries could not be started or existing industries could not be developed 
'for wnnt of capital, such men find it difficult to get employment 9 — Yes 

1468 Do you recognise that without adequate security the industries 
cannot be staited and therefore the men cannot get employment 9 — Yes 

1469 You lefer also to men with distinction in banking m this connec- 
tion . Can you explain how these men would be suitable for industries? — 
With the bank tkeie will be some improvement m the industry and then 
•they can get employment 

1470 Youi point is leally this If tlieie was a development of indus- 
tries, development of banking was bound to follow and then these men 
would manage to get an employment 9 — Yes 

1471 You say that the Impenal Bank and joint stock banks are loath 
~to cash hundies and bills of exchange This has aheady been referred to 
in the Bihar and Onssa Banking Committee's report and some reasons are 
given foi this state of aftans m that province, such as, want of suitable 
credit paper, high lates of accommodation and rivalry between Shroffs and 
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Joint Stock Banks Have you any suggestions to make to develop ike 
’system of discounting bills and bundles’— The stamp duty on bundles 
may be abolished If the Impenal Bank discount the maikel hundies and' 
give facilities, the hundi business will improve 

1472 You state in the Bihar and Qnssa Bepoit which you have signed, 
‘Mudattr bundles are raiely documentary and aie not acceptable by the 

banks' for the purpose of advance " 

Lala Harltishan Lai To state "documentary bundles" is quite wiong 
Those are the demand hundies If theie is a mudatti hundi and the docu- 
ments — such as railway leceipts, etc — aie attached to it, that means docu- 
ments should be deliveied And, theiefore, it null not be discounted The 
mudatti hundies would correspond to D/A bills and D/A bills, so far as the 
railway receipt is concerned, aie not m vogue 

1473 Chairman You say selected indigenous bankeis should be handed- 
over the management of local Government treasuiy and Government busi- 
ness Do you think they will be able to cope with Government treasury 
work’ — Yes, if they aie tiusted, they will be able to cope with the work 

1474 Chairman Government may bust them aftei they have found 
out the exact business and the standing of the man If they do not trust 
them, then they will have to give them' secunty’ — In the history of the 
indigenous bankeis you will find that out of 100 cases the failures are on a 
veiy small scale and that does not mean that they should not be trusted 

1475 That is a question of opinion But as these bankeis very rarely 
publish their balance-sheets, the Government mil natuially require security 
from these indigenous bankeis’ — If the Government want to ree their . 
balance-sheets, they will pioduce them 

Lala Hailcishan Lai (To the Chairman ) Will you kindly ask him 
whethei he knows anything about the Multanis in Bombay and the 
Shikaipuns m Karachi? 

1476 Chairman You heaid Lala Haikislian Dal just now He wants 
to know whethei you know anything about the Multanis m Bombay and 
the Shikarpuns m Kaiachi? — I do not know But I may add that if Gov- 
ernment entiust them with the Government business, they will be piopared 
to give the security as well as they would show Government then balance- 
sheets 


1477 Are you referring to the Government balance-sheet oi his own 
balance-sheet’ — I mean not only the Government balance-sheet but also 
his own balance-sheet Besides, they can give seeuiity Even at present 
the Government treasuiy is with the Impennl Bank and they Give no 
secunty 


, f ® You must know that the position of the Khazanchi is quite diffei- 
?, n r( ^ 1 bat a Bmb’ The position may be quite different now but ’f 

ese bhrofts are trusted, then then position mil be established 


1479 What benefit will the indigenous bankei get?— Then position will 
creased re m ^ eyeS ° f the publlc and theu business outlook will be m- 


1480 You mean then prestige will be increased’— Yes 

WilI 4 von the ImpQnal Bank are Government’s sole bankers 

theie are no hranchp^nf * lf y° ur Proposal relates to places where 
mere are no branches of the Imperial Bank or also to places wdrere that 



153 


Bank has branches at present? — I mean places where there aie no branches, 
of the Imperial Bank 

1482 But at places wheie theie are no branches of the Imperial Bank, 
there aie Joint Stock Banks Would the indigenous banker receive 
preference to the Joint Stock Bank m this mattei ? — That is the wish of the- 
Government, but m this respect I would say it depends on the position It 
is not contemplated that any preference should be given either to the 
indigenous banker or to the Indian Joint Stock Bank 

Mr Manu Subedar Sometimes the banker might be more important* 
than the bianch of the Joint Stock Bank — Yes 

1483 Chairman You advocate that the State bank should afford liberal 
credit facilities to approved indigenous bankeis on one signature as is done 
in Scotland, Canada and other countries As an experienced banker you 
will no doubt admit that here again the question at issue is one of degree 
of confidence I understand that m the countries you lefer to, people to 
whom banks generally giant advances on peisonal security keep the bank 
informed continuously of then financial position by furnishing pioper 
accounts, etc , m some detail Will your indigenous bankers submit them- 
selves to a similai lestnction? — Thev will be willing to show then balance- 
sheets if the facilities are forthcoming and this willingness will go on in- 
creasing gradually as they find that the facilities aie coming forth 

1484 You say indigenous bankeis want facilities foi realisation of their 
loans which othei banks en]oy Will you explain what facilities you have 
m mmcl? I asked you tins on my previous question, but now I want to 
put the question more definitely Have you in mind the facilities enjoyed 
by othei banks which aie not enjoyed by the indigenous bankeis? — I say che 
sam'e thing what I said before 

1485 Your point is that for some leason or othei bettei facility is given 
to the banks than to the indigenous bankeis? — Yes 

1486 In youi leply to question 4 m section 1 of the questionnaire you 
say that the reasons why banks m India undei foieign management do not 
advance fieely m this country for industrial development aie bioadly speak- 
ing their antipathy to Indian aspnation and want of knowledge of the 
country and the people, while m the case of the indigenous banker the 
reason is that then resouices being geneially limited they do not venture 
to advance money on doubtful security As a banker of experience, do vou 
support the idea that a bank with large resources would be justified with due 
regard to the intei est of its shareholders in advancing money on doubtful 
security? What would be your answer to the cntie who holds the view 
that m eithei case the reluctance to advance money is the doubtful nature 
of the security offeied? — My view point is that one must take usk m pro- 
portion to his funds My idea is that if one has 10 lakhs of lupees and 
if he risks about two to four lakhs, it does not matter Because if he 
happens to lose that amount, he m‘ay make it up m othei transactions If' 
a small firm has small lesources, that firm wall take small risk 

Mr Manu Subedar You say the bigger the man the greater is the dis- 
tribution of nsk — Yes 

1487 Chairman One who is lunnmg the affairs of the bank is respon- 
sible to the shaieholders Therefore, it must be a mattei of discrimination. 



154 


Ifc is with him to see whethei that usk should be taken or not therefore, 
do you think theie is any difference between the operation of a large 
bank or a small bank 9 — -Yes 

3488 In the Bihar and Onssa Provincial Committee’s lepoit it is stated 
“Marwaii industrial enterprise is helped by support fiom, the Mai wan bank- 
ing community, but non-Maxwan owners of oil and nee mills experience 
meat difficulty m bonorvmg then -working capital and eitliei have to pay, 
lutes to money-Jendeis or obtain loans on somewhat humilruuing con- 
ditions fiom the joint stock commercial banks foi then day to day require- 
ments ” I put it to you that heie a piefeience is given by the Marwari 
indigenous banker to Ins community I put it to you that this is done not 
by communal considerations but puiely on sound banking pnneipie Be- 
cause he knows the financial position of the membeis of his community 
bettei than that of the membeis of the othei community, he makes that 
piefeience Will I be conect m making that assumption 9 — The working 
capacity of an mdustnal concern of a Mai wan will be better known by the 
member of that community than by a member of the non-Marwari com- 
munity 

1489 Would it not be reasonable foi a cube to suggest to you that the 
piefeience given by these foreign banks to certain classes of (heir clients 
also anses from’ the fact that they feel that then business eapacitv is better 
-than the business capacity of their other clients 9 — I say that then view is 
coireet, but the banks should not be too sympathetic to them 

1490 Would it be umeasonable, arising out of this answer, for another 
cutic to lefei you to wdiat has been said m the Bihni and Onssa Pionncial 
Committee’s lepoit winch says “want of sympathy also pla\s a part m the 
position, etc ”? — Sympathy is the vital necessity 

1491 Chauman You say that you are m favoui of Trade Banks special- 
ising -with special trades Have you any information legal ding the work- 
ing of such banks in any country and of the trades that have been helped 
thereby 9 — I do not advocate any special bade banks I am only ref on mg 
to ordinary commercial banks 

1492 Then, Mi Dhandliama, if I may make an observation — and I hope 
-my Colleagues wall endorse the statement — that knocks the bottom out of 

the hulk of youi memoiandum, for I find that thioughout you have been 
discussing bade banks 

It has been aigued before us bj some other witnesses that they piefei 
an Industnal Bank for the whole of India and are against having an 
industrial bank foi each one of the provinces Could you tell us why you 
piefei provincial banks to an all-India Industnal Bank 9 — I am not opposed 
to an all-India bank 

1493 Do you mean to say that you sre no special advantage m pro- 
-vmcial banks as against an all-India Industrial Bank 9 — Mv point is that 

Ghere should be some form of organisation whether central or provincial 

1494 You have said m your memoiandum that “these banks should 
be subsidised by Government which would command the fullest confidence 
of the people To what does “which” lefer 9 — I mean banks md not 


1495 You say tha + thev should De subsidised bv Government Have 
you thought out what sort of subsidy should be granted 9 — Government 
-should guarantee the minimum interest on the share capital, Government 
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oan even take out shales The object is to inspire confidence among the 
public 

1496 The fact that the banks receive a Government subsidy would 
enable them to "command the fullest confidence of the people” Is that 
your point? — Yes 

1497 Have you oevoted any thought as to whet the constitution of 
such a bank should be 9 — I have already expiessed my opinion m my memo- 
l&ndum 

1498 You suggest the imposition of certain lestnctions on the grant 
of loan by such a bank vhile providing finance foi mdustnes Now 
reading those restnetions (I to VI), do you not think that the bank mil 
not be able to make capital leadily available foi the classes of people 
to wt-om you have lefeued m paiagiapli 1 of youi memoiandum The 
conditions that you have suggested aie more ng'd than those mentioned 
by othei witnesses I would not say -chat those conditions aie not neces- 
sary 

Perhaps, from your experience as a b a nicer of long standing, you con- 
sidei these conditions important, but they do not coincide with the 
various pioposals you have put forwaid previously I suppose you would 
have no objection if our Committee suggested the imposition of easier 
restrictions ? — No 

1499 You suggest that bank examines s may he appointed by Govern- 
ment or by the Legislative Assembly Will you explain why you want 
to bung m the Legislative Assembly in regaid to this selection? — In my 
•opinion if Government alone wexe to appoint these examiners, people 
would not have the same degree of confidence as they would have if the 
Legislative Assembly weie to select them 

1500 Coming to your own province, would you piess for the appoint- 
ment of Bihan examiners? — No, I do not advocate that, othei people may 
•press for it 

1501 You sav that- foreign firms should be lequned to deposit suffi- 
cient securities with Government of India If foxeign banks deposit with 
any future Reserve Bank a definite percentage of then time and demand, 
liabilities, will (hat be sufficient security xn ycur opinion? — It is diffi- 
cult to say whether that security will be adequate My point is 
that some restrictions should be imposed on foieign banks , because my 
feai is that if they monopolise most of the business, then the Indian hanks 
cannot work m competition until them 

1502 "What is the leason for that dffiicnlty? Is it not the fact that 
they chaige a lowei rate of interest on advances? — No, the leason is 
"that they leeeive more deposits and also look to Government for suppoit, 
while the Indian banks aie deprived ox both these forms of assistance 

1503 You aie not talking at the moment of the Imperial Bank hut 
of the Exchange Banks? — Yes 

1504 What kind of help is given to Exchange banks? — I am not able 
to say exactly what kind of assistance is given to them In Bhagalpur 
we have no exchange banks and theiefcie I have no peisonal experi- 
ence 

1505 On what then is yonr view based? — On geneial information 
^received thiougb fiiendlv exchange of ideas 
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1506 I thought you meant that hc\ attiaeted moie deposits Now r 
■mil you be surprised to hear that a few days ago an expeit ]omt stock 
bankei said that he had no grievance in the matter of deposits but that 
it was the advances that he objected to? (If you aie not piepaied to 
answei it, we will drop it) — I am unable to understand that man’s logic 

1507 This statement was made ov an Indian bankei of considerable 
standing — I do not believe it to be a fact 

1508 Supposing that Exchange banks dia not take deposits, 'what 
would happen to those deposits? You have aheady said that indigenous 
banks cannot woik oft all the deposits they leceive — With increased faci- 
lities, depositors will not have much difficultv m depositing money with 
Indian banks 

1509 You say that so long as couits do not change then methods 
you do not want more deposits because you will not be able to use 
thorn If thoio i=> no avenue on voui part foi emplovmg that money and 
if by getting rid of some agency the present facilities foi depositing money 
now enjoyed by the investing public were cui tailed, then naturally those 
deposits "would go hack to the hoards as v as the condition m India 
yeais ago — I do want that moie Indian joint slock banks, should he Unit- 
ed so that Indian money may he used foi Indian industries If Indian 
money is diveited abioad, our ovn industries will snffei Ceitamly, India 
is not neh enough to spare monev to benefit foieign tiade 

1510 Foieign trade with India ci with foreign countries? — With 
foieign countries 

1511 Do jou believe that a substantial peit of the monev which is 
deposited with these banks is actually used outside India? — That is my 
belief 

1512 You give *n your memorandum the principal causes of bank 
failure'' m India Can you tell the Committee some instances to which 
reasons (c) to (g) aie applicable? — The People’s Bank is a sufficient 
example to illustrate my meaning 

1513 Does that suppoit voui leasons (c) to (a)? — Eiom (c) to (c) 

<514 You have got no personal knowledge of any of these hank 
failures? — No 

1515 You suggest that Government help should be given to reconstruct 
a bank on the verge of liquidation Will you explain what kind of help 
you aie contemplatin'!:? — Government should study the position of the 
bank at the time of the cusis, and if thev find the position sound enough, 
they should take over the control 

1516 Do you mean to say that Government should foi the time being 
actually iun the Bank? — Yes ) through then own agency 

1517 You suggest some concessions should be given to co-operative 
banks so that they may reduce their inteiest lates on advances to agri- 
culturists What concession have you n view? — Since co-opeiative banks 
have tc receive deposits at high rates of inteiest, they have to charge 
high rates of interest My suggestion is lhat thev should be helped to 
invest then money at lower lates of inteiest 

xt. Will not that result m an adverse effect on the operations of 

he indigenous bankers? I do not think so as the rate charged by the 
indigenous bankers is not very high. 
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1519 Not so high as that charged h\ th'e co-opciative banks? — Not so 
High i ate'- are chaiged by the village money-lender 

1520 Mr Lamond Do \ou considei it necessaiv foi the co opeiative 
banks to pay the high lates of interest they do on deposits? — With Gov- 
ernment guarantee, they can get the money at lower rates of mteiest 

1521 Do depositors not think that there is a Government guarantee at 
the present moment? — They no doubt supeivise 

1522 Charnna.il Do you realise that wRut you are telling us now may 
1)3 at variance .with what you have already subscribed to m the Bihar and 
Orissa Banking Committees lepoit? — I do not lecollecr all that is put 
down m the leport which was written seveial months ago There may 
be some slight difference m what I have said now and what I said then, 
but only slight 

1523 Talking about Geneial Banking Organisation you say “One of 
the ways of doing so (developing and improving indigenous banking) is 
by establishing greater co-opeiation between these indigenous banks and 
the joint stock banks, and this can be brought about by giving these in- 
digenous bankers the status and facilities of jemt stock banks and should 
be recognised by the Beserve Bank and these joint stock banks should 
discount himdis through parties dealing directlv with approved indigenous 
banks and afford credit facilities to approved indigenous banks on one 
signatuie” Would you agiee to this proposition that if the status and 
faculties of joint stock banks were extended to the indigenous bankers 
they must subscribe to the conditions and limitations which are imposed 
on joint stock banks? — I do not want all indigenous bankers to be subject 
to such conditions, hut only those who want tc gel the benefit of being 
so placed need be included m the scheme In the long run all the in- 
digenous bankers wall be covered up. 

1524 I find the following passage in one of the Reports of the Pro- 
, vinci al Banking Committees — 

“The decline of the indigenous banker- is due tc the gieat develop- 
ment of commercial hanking m the Province, and if this development 
continues it is only a matter of time before the mdigenous banker becomes 
extinct or survives only as a crnious relic of an order that has passed 
away. To attempt to revive him, on a large scale is not, therefore, likely 
to succeed His house has collapsed and would have to be almost entirely 
rebuilt’’ Stiong woids those, but what are your views on that state- 
ment? — Coodit'cns might differ in that province from which the report 
•emanates, but so far as the Bihar and Oiissa is concerned, conditions are 
entirely differenc 

1525 So you admit, what is true of ycur province may not be the 
same m all other provinces in India? — That is true 

Lola Harkishan Lai Another point is that Punjab had never been 
neh m these indigenous bankeis because of successive invasions by people 
hke Nadir Shah, Ahmed Shah and others 

1526 Chairman What I am only trying to point out is that condi- 
tions are different m different provinces, I am only trying to find out 
from the witness whether he holds a dogmatic view m regard to these 
matters or not? — As I have already said, I entirely agree that conditions 
might be different m different provinces 
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1527 Di Hyder Will you kindly tell me whether the- indigenous 
banker has totally disappeared from your piovmce or does he still exist?— 
There are several of them m my province 

1528 A statement has been made m the Bihar and Onssa Banking 
Committee Report that the old hereditary bankeis have disappeared but 
that their place has been taken up by other people and that the old 
Patna Shioffs hare now been transformed into /ammdars by the opera- 
tion of economic foices, etc Is it a fact? — Yes, it is so 

1529 Chairman You snv indigenous bankeis may be lequncd to get 
their accounts examined and audited by Government Exarmneis Are 
xou m a position to stare how tins suggestion will be leeened by indigenous 
bankeis? — I refer only to those people who would like lesfnctions to be 
placed on their operations m letum foi the piivilcges 

1530 Y r ou say unwillingness of Government to deal with private banks 
does not louse the confidence of the public m such banks Will you 
explain what kind of dealings Government should have until such hanks? 
— I am inferring to the Treasury and other Government work such as the 
postal work 

1531 I thought that you told me a hi tie while ago that you wanted 
the Government treasury woilc to be given to the indigenous bankers Kow 
you say you want the work to be given to private banks’ — I do not mean 
to mr that the woi k should be given cxclusivch to indigenous bankers, 
I would have no objection to the joint stock bonks also doing the work 

1532 But you admitted that the Impena 1 Bank at various places have 
actuallv handed over their Khazavcln’s woilc Vo the indigenous bankers. 
So then, your statement so far as that is concerned is not wholly correct’ 
— Theie is a gieat difference between the work of a Khazanclu of the 
Impel al Bank and the Government work 

1533 Are you aware that m some provinces some of these indigenous 
bankers used to function as bankeis of Government m certain respects, 
and aie you aware why that scheme was given up ? — I Icnow that Treasury 
work w as being done by indigenous bankers, but I cM not Icnow why it had 
to he abandoned 


1534 In regaid to the post offices do you Icnow that m some principal 
cities the easn work is actually being dene bv private firms? — I hove no 
knowledge 


1535 Theiefoie, if I suggest to vou that you have made these remarks 
without any knowledge of the actual facts, I would be justified m saying 
so ‘ > ~-£ have no knowledge of the conditions m other piovmees, hut so far 
as Bihar is concerned, there is no such arrangement m existence 


1536 May I suggest to you that even as regard post offices m Bihar 
you do not know the full facts? — So far ns I know 7 , generally speaking, no 
such thing is m existence m Bihar 


1537 I suppose vou are taking a considerable amount of interest m the 
woik in the Legislative Assembly? — No 

suggest to vou that if you had done so you would have 
noticed that Government have from time to time explained- their position 
m regard to this matter in leply to questions from Hon’ble Members?— I 
do not know anything about that 
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1589 Mr. Buckley lief err mg to Bank failures, you talk of the Alliance- 
Bank of Simla and the “National Bank” Am Incorrect m saying that 
you are referring only to the “Bengal National Bank’ and not the National 
Bank of India w Inch still exists 9 — I am sorrv, I refei only to the Bengal' 
National Bank My memorandum may be corrected accordingly 

1540 The discounting of hundis i= a veiy nude foim of ciedit m India. 

I understand that the forms of hundis dihoi all over India m the various 
provinces They are di awn upon pieces of papei Thev hav e vauous 
salutations and all the lest of it I -just want to know this "Do you think 
that if the foim of hvndi is standaidised all over India, giving as little 
detail as possible and made bi-lmgual, t e , English and the vernacular 
of the Piovmce on the same papei, it would be moie popular wrth banks 
for discounting purposes 9 — I quite approve of tbe suggestion , 

1541 Mi Manu Snbcdai In Bihar, I understand thev have passed m 
Act Itv which Government duectlv gives leans to industrial enterprises, 
and I understand lhat some of these loans have net been very successful 
from the Government point of view Is ihat so? — Yes 

1542 So, do you think, to avoid loss to Government it would be betcei 
if these industries aie helped financially through an Industrial Bank 9 — I 
have no objection to the suggestion 

1543 You know that there aie about 33 cioies of rupees m the Post 
Office Savings Banks, another hke amount m the Postal Cash Certificates 
and about another Ps 80 crores rn the Exchange Banks in the form of 
deposits Do vou tlunk they are all Indian montv 9 — I think the bulk of 
it is Indian mone^ 

1544 And is it your opinion that the bulk of tbis monev is not .avail- 
able for the industrial development or Ihe internal trade of tbe country?” 
— In my opinion Ihese funds are not it all made available for tbe develop- 
ment of the countiy 

1545 It has been Suggested to ns that some restrictions should be 
placed on the Exchange Banks receiving deposits m this country Do you 
approve of the suggestion? — It would be bettei if it is done 

1546 Then, you think that these funds which now go to the Exchange 
Banks will be diverted to the Indian joint stock banks and indigenous 
bmlkers and will ultimately he available for feeding the internal trade and 
industry of the country? — That is so 

1547 In answer to the Chairman you said that the indigenous banker 
is now not m a position to finance the mdusBies of the country, but that 
if he has somebody above him to fall back upon m times of crisis (Gov- 
ernment or anothei Bank) he will not hesitate to invest his funds in the 
industries of the country 9 — Yes 

1548 Chav man That is a geneial statement which you make with 
reference to all the indigenous bankers and you do not lefer to yourself 
alone 9 — I mean not only myself hut all the other indigenous bankeis 

1549 Dr Hyder You have suggested the formation of an Industrial 
'Bank m your Province Do you think that if a bank is started you will 
find enough qualified men with the lequisite expenence, tiammg_Snd know- 
ledge of the province tc conti ol the working of the bank? — I d6 not' think 
there will he any difficulty on that count 1 

. 1550 You have said’ that the indigenous bankeis should be given Cer- 
tain facilities and status as Indian joint banks Now who should give 
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ihis status? Eithei Government or the Eeseive Bank when it is formed 

can assume these powers 

1551 Kai Bahadui, you have a veiy wide knowledge of your pro\mce. 
Po you not think that if this w oik of selecting certain people out of the 
indigenous banking community were under taken eithei by the Deserve 
i3ink 01 Government oi the Impenal Bank, there would be a gieat heart- 
burning among the indigenous banking community as the men chosen would 
enjoy some special privileges and a' superior position" — I want these 
privileges to be given only to those people who will be piepared to submit 
their state of affaus to audit, etc 

1552 Do you think apart from tins willingness to submit; their accounts 
•to Government, etc , there need be no other rostoichons or conditions? — I 
do not think any other restriction are necessar\ 

1553 How would you ensure that the accommodation which these men 
might obtain would be passed on to the less foitunate members of their 
fiatemity and ultimately to the cultivator’ — If they do not want to do 
the woik, theie is no question, otherwise they will get all these advantages, 

1554 That is quite natural But how w’ould you ensure that the cheap 
rate of credit which one obtains would be passed on to cultivators? — Gov- 

- eminent might impose restrictions 

1555 Mr Lamond Deferring to question 4 in your statement, you 
-answer "The banks, being generally in the hands of the foreigners, they 
do not encourage Indians in starting new industries with the same spirit 
as they do «hefr own countrymen" May I know what system you have 
in mind which the bank adopts 1 — If a foreigner starts an industry, he will 
get advances against block, but it is not done m the case of Indians 

1556 Commercial banks do not advance moneys against block? — I 
'know an instance where the bank had advanced moneys against the secu- 
-nty of a mill There was a flour mill on which security the hank had 
advanced a loan Tins, was about the year 1908, that is about 21 years 
ago 

1557 It was against block, Was it? — As for as my knowledge goes, 
'because they ha I no liquid assets, that is stocks, they had to get a loan 
-against block At that time I was a buvmg and selling agent of that 
mill 


1558 Do you know what the security was’ — I cannot say as I have not 
seen the papers 

1559 Chairman Was that an English firm’— Yes 

1560 Mi Lamond That is the only case you know? Yes 

^ us ^ l f or ^ 1 ^°u speak about an indigenous hanker being 
unwi mg o advance* moneys to industries, because indigenous bankers 

Jf7L n °n 0nfideil(e x^^ ose mc3usfcrie s, unless they can depend upon re- 

Govemm?«t e S men w In 7 0Ur P ruvmce under the Industrial Act 

Government have helped several industries Do vou find that your in- 

arente°, U pnifi? erS ®"f, those ind ^tne s anv further facilities now having 

Does %he ^overnim'Tif 16 ^ 1 ! SmGe 7 ^ ey * iaTe been getting Government help? 

help riven hv ihe rL ^ any djff ^nce m vour district ?-Tfae 
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1562 The attitude of the indigenous bankers towaids these indus- 
tries has not been changed so far Is it not’ — I do not know about any 
dnduetry that has been helped so far and I cannot say anything about the 
.attitude 

1563 I would lefei you to the section in thr Bihai and Onssa Pro- 
\incial Committee’s repoit where you are speaking of starting an Indus- 
trial bank that would be able to take gieater risks than the ordinary in- 
digenous bankers Are you not afraid that such a bank would compete 
with the indigenous tankers'? — No 

1564 Pc vcu not think that whei such a bank is staited it will 
give moneys at a cheapei late and .vonld give rnoie facilities than those 
given by these indigenous lnrnkeis’ — I do not think so Even if they do, 
it \ ill not be so disadvantageous, when the bank is started 

1565. Po you not think that the Bank would compete m any way with 
the indigenous banker 7 — Not, m such places If theie is a little competi- 
tion or disadvantage, the benefit which the country will get would be a 
great consolation 

1566 Mi Jadu Nath Rot/ With legaid to entiustmg treasuiy uoik to 
indigenous bankeis, I want to know whether it wdJ be necessaiy for them 
to submit their balance-sheet or wheihei they will be restrained from 
doing anv other business even though they give secuntr 9 — If the secu- 
rity is given, there is no need for them to submit the balance-sheet But 
even if a bahnee sheet u r eie lequired, I would have nr objection 

1567 Would vou have anv objection if they are restrained from doing 
any other business ?— They should not be restrained When they give 
security, where is the harm m their doing some oihei business’ But 
such business should be done quite separately and should not be mixed 
up with the banking business 

/ 1568 If you give security and if there arc any losses in the treasury 
business, vou can make good that loss from securitv Is it not possible? 
— But that will cause confusion 

1569 Mr Muhhtar StngJt Poes the indigenous bankei give loans to 
an oidmary cultivator? — No, they do not give There may be a few cases 
hut I know indigenous hankers are not generally giving loans to cultivators 

2570 What it, the rate generally charged by them’ — They charge 
between 12 per cent to 15 per cent 

1571 What is the rate charged by the Co-operative Bank’ — 15 per cent 
to 18 per cent 

1572 When they get loans at a lower rale, whv do they go to the Co- 
operative banks for loans? — Because they do not get loans fiom the , 

bankers 

3573 What is the late chaiged bv a money-lendei ’ — About 24 pei cent 

1574 Po vou consider that the Co-operative bank rate is lnghei 0 — 
Yes, because Iheie are many formalities to be gone thiough m the case 
of. Co-operative banks They give loans to cultivators on the security of 
their land and the money-lendeis are giving loans without any security 

1575 What do you piopose that rate of interest should be reduced to? 
— I think the rate of interest should not be moie than 32 per cent 

Vol. Ill 1 m 
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1576 In what wav can the Co-operative banks leduee their late and 
what sort of facilities you like them to give?— If they pay at a lower 
rate, they will get deposits In the beginning when the Co-operative- 
banks were started, they were chaigmg 8 per cent to the Societies and 
they used to give loans to cultivatois at 15 pci cent At piesent their 
rate of mteiest is G pei cent to pei cent on deposits They can even 

leduee then late 

i 

1577 Chan man Is it a fact that tncy have not leduced Uic late so 
f«u as Bln gal pm Centnl Bank late is concerned 0 — Then into vis fiom 
(lie beginning Bs 15/10 pei cent, and I heai in Cuttack iKo the late is 
Rs 18/12 pci cent 

1578 Mr MvLhtar Smqh Do you considei, as you line stated, that 
the people m Bihar and Onssa are pioyeibmlly poor ? — Yes 

1579 Do you t hin k it is geneially due to the fact that people there 
aie mostly cultivators and that the onlj means of subsistence foi them 
is land? — -Yes That is one of the mam leasons 

1580 That is why you want more industries to bo started there? — 
[When more industries are started, there will be a fieslx opening for 
earning 

1581 Do you think that a new mduslrv there can be started without? 
any usk? — To stait an mdustiy without a nslt is a difficult pioblem A 
little risk there will be, but I say that there is enough scope m Bihar and 
Orissa for starting more industries 

1582, Why do not the people start mdustiy? — Because there is not 
sufficient money. 

1583 Is it the onlv ieason° l’ou say the skill is tlieie and nil other 
things arp there, only the finance is wanted Is it what you mean? — The 
skill ,is there and even if there is no skill thnt can be piovided foi. There 
aie otliei facilities too The only thing yy anted is credit facility 

1584 Do you think that if an Industrial Bank is stalled it will be 
able 'to take the risk of advances? — According to mv knowledge a Co- 
operative bank is started winch is doing yvell There is ho lenson why the 
Industrial Bank should not be started 

1585 You say that because a Co-operative bank is a success tlieie, the 
Industrial Bank would also be a success But a Co-opeiativo bank has 
unlimited liabilities of membeis m the maDer of secuiities, m the case 
of an Industrial Bank there "will be no sr runty 0 — I say’ those who yy ill start 
Industrial concerns yvill have capital with them in the beginning What- 
ever industrial concerns will lequue mouevs fiom the bank yvill have their 
own capital also Of couise, m any case I do not sav thnt tlieie will 
be no nsk 

1586 You sa.d m answer to Mi Buckley's question that forms o f 
liundis should be printed m the chief vernaculars of the piovmces, that 
is, Hindi and English What is your object? — Mv object is that one who 
wants a Hindi form may use that, one yvho yvnnts English may take 
thfit 

1587 You are against the idea that people should not be compelled to 
drnyv then liundis in English alone? — 
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1588 You told us that the indigenous bankeis will be submitting their 
balance-sheets. Suppose these indigenous bankers get themselves regis- 
tered m the Joint Stock Organization, vould it satisfy you? — My object 
is whatever may be the concerns they should get themselves registeied 

1589 Mi Kh ait an Tn answei to a question fiom the Ch.mman you 
said “Without some sort of Government help people do not have confi- 
dence in ndustne^” In that Government help do you include piotec- 
tion? — -Yes 

1590 Are people in general at the present moment under the impres- 
sion that because of foreign competition it is not possible to have many 
industries m India vlnch could be successful? — Yes 

1591 Therefore, v-'ould you like some change m the piesent fiscal 
policy of Government 0 — Yes. 

1592 If people find that Government are prepaied to give adequate 
protection to such mdustnes as stand m need of it, they would be more 
easily willing not only to support industries but also to finance mdustnes? 
— Yes, I think so 

1593 You are a member of the Board of Industries at Bihar Is it not?, 
Yes 

1594 You have also been for some years a nominated member of the 
Bihat and Onssa Legislatne Council Is it not? — Yes 

1595 I may therefore take it that you are a great co-operator with 
Government? — Hot always. 

1596 What I mean to say is that you are not an extremist You accept 
nomination by Government and vou are nominated by them What I want 
to know from you is that m spite of these liberal political views of yours, 
you think that in older to develop industries a change in the Government 
fiscal policy is necessary? — Yes 

1597 Regarding the appointment of examiners you told the Chanman 
that vou v anted them to be selected m consultation with the Finance 
Department 1 Do you mean the Finance Depmtment of the Goveinment 
of India? — I mean the Finance Committee appointed by the Assemblv 

1598 Do you advocate that because you are under the impression that 
people have not got sufficient confidence m the Government at present? — 
Yes 

1599 In youi memorandum you have said that m Bombay banks 
such as the Imperial Bank, the rate of interest varies from 7 to 9 per 
cent while the private banks and shroffs cnaige at the rate of 9 per cent 
Have vou anv experience of the sov)can rate of mtei est m Bomba v° — So 
far as I know, it is less than 6 per cent 

1600 Is not the sotocari late of mteiest m lcspect of Ihaiappta m 
Oalcutti 6| per cent ? — My mfoimation is that it is less than 6 per 
cent 

1601 You have a firm m Calcutta? — Yes 

1602 You know that m Calcutta extensive business is done at the 
rate of 6J per cent per annum, and often the hunch late m Calcutta 
is much , lower than G per cent ? — That depends on the market At pre- 
sent it is as- low as 1£ per cent. 

m 2 
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1603 Do you know of any concrete case of a bank which has failed 
owing to speculative investment 9 — I do nob know of any specific in- 
stance In my opinion it may be one of the causes 

1604 Is it your expenence that people who engage m indigenous 
banking are very cautious with regard to their investments? — Undoubtedly 
they are 

1605 If joint stock banks aie stmted in futuie m India, is there much 
u^-k if they go in foi speculative in\estment? — That depends on what soit 
of men aie m charge of those banks I do not think there will be am 
geneia 1 risk There may be some risk m ceitnin cases 

1606 My information is that you Kiwi also got some industries besides 
banking Is that collect?—' Yes, I ha\e get foui nulls, one, a flour and 
oil mill at Patna, anotliei oil and nee mill at Bhagalpui , the thud, again 
an oil null at Calcutta and the fomth mill I lane just pm chased at 
Eenaies to manufactuie oil, but it will also undertake gunduig oi wheat 

1607 Chan wan lou said you wanted to stop the foieign exchange 
Conks taking deposits because you think that if they aie stopped from 
doing so, it would add to the ciedit faeditu s m the hands of other people 
Is youi opinion based on a geneial sui ve\ of the situation 9 — Yes 

1008 Has tint view' any lelation to actual cx]'erience m vour oivn 
province 9 - — That is my geneial impiessiou, jt the\ are stopped, the money 
will come mto the Indian market and thus lielp Indian Industry 

1609 Tlieiefoie join view is based on what I ma\ call geneial con- 
siderations and not on practical experience 9 — Yes 

1610 You told us that it is important to have an industrial bank in 

each piovince and \ou said that theie is a gieaL scop r for such a bank in 
your province But I find that the Indian members of the Banking Com- 
mittee of \cci own piounce of which coi weie a member, ivere divided 
m then' opinion on this matter Are you aware of that? — Yes, there may 
be difference of opinion > 

1611 Then you say that unless Tndian industries are adequately pro- 
tected, the chance, of their thuvmg aie not very blight" You admit hav- 
ng made that statement 9 — Yes 


1612 Now then you know that the securing of protection is rather a 
difficult mattei Theie aie the mteresvs of the industrialists w T bo invest 
money as well as those of the consumer that aie to be taken mto consi- 
deration It may be that even under a demcciaCc form of Government, 
protection may be difficult to obtain If tlieiefoie you weie not certain 
of i ettmg help foi T, our industries m the form of piotection, would you 
still support the idea ot youi Industrial Bank 9 — I think that even so, the 
Tudustml Bank will have a useful purpose to solve because mi opinion 
is that even unclei a dcmociatic form of constitution fi\6 Go\ ei nment will 
have at times, to help the industry with piotection 


no ^ putting the cart before the boise? Is it 
view that the Industrial Bank should be slaited irrespective of the 
sibihtv of protection?—! think it should 


your 

pos- 


1614 Irrespective of the possibility of protection 9 Yes 


1615 In one of iour ansiveis to Mi 
to substitute ‘the Finance Committee 


Ivin i inn you’ said that iou wanted 
of the Assembly’ foi the ‘Fmnncr 
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Department’ Have you any idea what the Standing Finance Committee 
means 9 — That means a Committee elected by the Legislative Assembly 

' 1610 You do not know the constitution of that Committee Pio- 
babh you aie not aw aie that it is not a statuioiy body — But I have 
some experience of our provincial Public Accounts Committee. 

1617 Is it youi intention that the selection of examiners should be 
made m 'consultation with this Public Accounts Committee 1 — 1 meant the 

‘ Finance Committee of the Legislative Assembly 

1618 Mr IChaiian Piobablv you made that lecommendation under 
the impression that Ihe Finance Committee was elected by the Legislative- 
Assembly? — ,Yes 

1619 Chau man Then, leally theie is no difference You suggested 
two alternatives, one m consultation with the Finance Department foi 
■which 3 ou now piopose to substitute tbe Finance Committee of the- 
Assembly without understanding what that substitution would imply — 
If it is bj the Assembly, it will be by tbe whole body, but if it is by the- 
Committee, then it will be by a small group of people 
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All A D Shroff, was examined 

1620 Chairman You say that generally speaking debentuies of cotton 
mills aie not fieely marketable like debentuies of other mdustnal companies 
like the Tata lion and Steel Company Can you tell the Committee the 
reasons foi this 9 — The thing is that most of the debentuies which were 
issued by the Cotton Mill Companies weie taken up either by the native 
States or by big financiers I have piepaied a statement of debentures 
issued by the lanous cotton mills which shows that the majonty of the 
debentuies weie taken up b) wealthy meichants 01 Indian Punces When, 
therefoie, small lots of these debentuies aie offeied, it is difficult to find 
buyers To give you an instance m the case of the Kohmooi Mill deben- 
tuies, when small lots aie offeied, it is difficult to find buyeis 

1621 But if there are many buyeis 9 — Theie being no legulai dealings 
it is difficult to bung buyeis and selleig togethei 

1622 Sir Pin shoiamdas Thakurdas Is tlieie any company which has 
a legulai maiket foi its debentures 9 — Yes, some, such as the Tata Iron 
and Steel Company and the Tata Hydio-electnc Company The deben- 
tures of these companies weie so w r ell spiead over the investing public, 
that there w r eie always some buyeis and sellers 

1623 Chairman Your leason for this state of affairs is that these 
debentuies were taken by limited gioups of financieis who did not try 
to place them on the market 9 — They nevei tiled to cieate a maiket In 
the case of companies like Tata Hydio, seveial local banks came out and 
bought its debentuies Even the Cential Bank devised a scheme wdieieby 
it induced its clients to buy those debentuies by instalments 

1624 Vice-Chairman You know' that the Central Bank underwrote 
Bomba\ Steam Company debentuies 9 — Biom the enquiries I have made, 
they had practically finished off the whole lot The Simplex Mills on the 
otliei hand issued debentuies to the extent of Bs 25 lakhs which were 
entirely held by the Chaiteied Bank Then financial airangement is snch 
that the compam stands committed to one bank to have all its finances 
thiougli that bank alone 


Mi D P Khaitan 
Mr E Y Bushforth 
Sn Hugh Cocke, Kt 
Di L I Hyder 
All W Lamond 
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1625 Chan man Therefore, from what you say it appeals tnat even 
the Exchange banks do interest themselves in these debentures 9 — No, 
if debentuies aie taken m the usual oidmaiy sense of the teim m which 
we understand debentures 

1626 My point w as whether Exchange Banks can give long term ciedit 
to, say, a mill by obtaining its debentuies? — Yes, if they mean to help 
,the mill industry 

1627 Di Hydci Is it not the practice in othei countnes, for instance 
m Canada, that banks which suppoit ceitarn industries do not encourage 
those industries to go to othei banks foi accommodation? — Yes In Canada 
they believe that it y 7 ou w ant the best service, you must have one butcher 
and one bankei 

Chan man If I may state Di Hydei’s point, if the same wholesome 
■system is followed m India, will not the mills get more accommodation 
in the shape of debentuies being taken up by the only bank they are 
■doing business with 9. — Yes, assuming that the Indian banks aie as enter- 
prising as the Canadian banks 

1628 Di Hyder Aie you in favour of that system — one company, 
one bank — being adopted m India 9 — If it wme possible to develop it, I 
should lecommend it 

1629 Chan mart What is the difficulty m the adoption of this airange- 
ment m India — one company, one bank 9 Poes the difficulty anse fiom the 
defect on the part of the company itself or on the part of the bank 9 — It 
depends on how 7 the banlq looks at the position of the company, but 
peisonally, I think that the lesouices of the Indian banks at present aie 
not sufficiently large so that they could commit themselves entirely 7 to 
paiticulai companies m regard to their total finances If a bank like the 
Central Bank of India would finance a company like that of the Simplex, 
at would suffer gieatly m .the eyes of the investing public 

1630 Is it because the Simplex Company is not a thoioughly stable 
concern 9 — It is not m the eyes of some mvestois 

1631 I shall not pursue the question fuithei Now then, you state 
that the Tieasuiy Bills have competed seveiely noth bank deposits with 
theiesult that the banks have either to lefuse oi diastically curtail advances 
to the mills You youiself lefei to the financial weakness of the managing 
agents and the lack of ballast of some mill agents Would it not be wiong 
to suggest that the cuitailment cf facilities by 7 the banks may be due not 
-so much to want of funds as to the policy of caution lequired m advancing 
moneys to concerns wffiich have fallen on evil days and to the fact that 
the financial position of then managing agents, whose secunti is geneiallv 
taken foi such advances, has also weakened 9 — I am afiaid the question 
confuses two sepaiate ideas When I make the statement that the 
continued issue of Tieasuiy Bills by the Government of India has been 
lesponsible for depleting the legulai resources of banks, I am making 
a statement which would be borne out bv eveiy bankei m India There 
is no duect relevance to the peculiar circumstances which hare arisen m 
the case of certain cotton mills m legaid to then financial position I 
absolutely confiim the statement that banks suffeied by the continual issue 
of Tieasuiy Bills by Government and that their deposits have gone dow 7 n 
considerably and I have lmow 7 n of banks having had to offer better rates 
for deposits to then customeis 
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1632 I do not want to pui sue your point with legal d to youi fiisfr 
pioposition My only point was to find out the connection between the 
issue of Tieasuiy Bills and the difficult} which the mills, you say, 
experience m finding then deposits Is it due to the fact that these nulls 
have fallen on evil days? — I do not agree I think most of the gentlemen 
present heie are conveisant with the position of mills like the Swadeshi 
mil ls Until two yeais ago, mills like this used to command beltei lates- 
for deposits than even some of the banks If vou vail compare the piesent 
deposit rates of some of these fiist class mills with the lates that they 
naid about 2 years ago, you will find that the mills now fail to attract 
deposits and this is natuially because of the fact that Government are 
trying to diaw out all available funds tlnough then Tieasuiy Bills If is 
only since Apul oi May 1929 that theie has been a continuous and regular 
issue of the Tieasuiy Bills w ithout any lelcvance to maiket lates These 
mill companies do not take slioifc teini deposits of less than six months’ 
duiation owing to then peeuhai difficulties and natuially they have been 
hard hit by the issue of Tieasuiy Bills bv the Government 

1633 Chairman Then, do you hold that if the Tieasuiy Bills had not 
been so frequently issued and the lates of mteiest had been lover, mills 
with good financial position would have faied bettei? — Yes 

1634 Di Hydci So far as these deposits of the mills are concerned, 
could you tell us what the aveiagc size of then deposits was befoie the 
issue of Treasuiv Bills? — I have got a lough statement made out and 
I find theiefiom that they (about 25 mills) had something like Bs 5 cioies 
m deposits between themselves 

1635 Mv point is this You know that no one can opeiate with these 
Treasury Bills unless foi a minimum amount of Bs 25,000, and I do not 
know' how you say that the deposits from the mills aie being attracted bv 
the Tieasuiv Bills? — I can quite follow what \ou mean m legaid to small 
sums, but tlieie are depositors of laige amounts too My leal point is 
that the mills w 7 eie actually foiced to offei lnghei rates foi deposits because 
of Government competition Money like watei assumes its own level 
Since Government paid highei lates foi Tieasuiv Bills, paificulaily for 
twelve-month hills, the cotton mills had also to quote higher lates to attract? 
deposits 

1636 Mi Khaitan Supposing a man has deposited Bs 20,000 in the 
Swadeshi Mills He can withdraw it, add Bs 5,000 to it and invest the 
amount m the Tieasuiy Bills Is that not what you mean? — Yes 

1637 Taking anothei case, supposing a man has invested Bs 5,000 
each m five diifeient mills he can vitlichav the amount and deposit the 
same m the Tieasuiy Bills? — Yes 

1638 Bi Hydei Then wnll it not mean this, that the man who with- 
draws his monev from these mills oi other banks, wnll have to lose his 
mteiest on his deposits when lie withdiciws his money befoie matunty ? — 
But, he need not do so He can w r ait till the date of mntuntv arrives 
and then he need not lose anv mteiest I n anv case, the Tieasuiy Bills 
are always open for subscription Moieovei these small deposits weie 
diverted to banks who peifoice had to iaise then deposit lates 

1639 Chav man Therefoie y T oui point is that since Apnl 1929 Govern- 
ment have been follownng a peeuhai policy and that that had an adveise 
effect on the deposits of banks and mills But the statistics you have 
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furnished to us, haidly beais out your lemaiks? — I have 
furnished the statement to you simply as an illustration of the position 
of the deposits of cotton mills I have only prepared the statement to 
elaborate ray pomt, “The importance of this source of working capital is 
proved by the fact that foi the veai ending 31st Decembei 1928 the amount 
of deposits received by 25 mills reached the aggregate total of Rs 5 08 
croies” 

1640 Now, I find that even in 1920-21 Government weie issuing 12 
months’ Treasury Bills and m that year they issued up to Rs 14 eioies? — 
Yes 

1641 The same was the case m 1921-22 also f — Then the practice was 
stopped foi some -\eais and only revived last yeai What I am trying 
to point out is that Government had been taking the most ill-advised 
step in this matter 

I might tell you, Mr Shroff, that I am not here to go into the question 
of policy of Government We are here only to examine questions of fact — 
With jour permission, Sn, I might say that if you aie at all out to give 
this eountiy a banking structure which is going to promote the economic 
welfaie of this country, you should organise that banking stiuctuie as a 
hand-maid of Indian commerce and industry I would just like to place 
befoie you this standard which has recently been enunciated by no less a 
person than the Chancelloi of the Exchequer of England 

1642 Sir Hugh Cocke May I ask whether the deposits fiom these 
v mills in Bombay have not fallen off only because of their declining 

position? — It may be so with weak mills, but it is not so with stiong mills 

1643 You say that mills obtain loans fiom banks on the secunty of 
stock of cotton and cloth and that in seveial cases banks insist on the 
additional guarantee of the managing agents ovei and above the stocks 
hypothecated In view of youi statement that the bonoweis are required 
to keep a margin of 20 to 25 pei cent for cotton and cloth m bales and 
40 to 50 per cent foi cotton and cloth m piocess, can you tell the Com- 
mittee whether you aie aware of any reasons why banks insist on addi- 
tional guarantees from managing agents? — It is all simply -working on the 
idea, of ‘safety fiist’ pnnciple Personally I know of seveial cases where 
Banks insist on the additional guarantee of the managing agents over and 
above the goods hypothecated I should say this is leally going too fai 

- and, if I may say so, is meaningless 

1644 Your point is that they aie carrying on this question of guarantee 
to an unreasonable extent? — Yes 

1645 Mr Buckley Mi Shi off, are you aware that theie aie many 
cases where the Managing Agents do not give their peisonal guarantee 
m the case of overdrafts, but merely give a guarantee that the overdrafts 
granted are always coveied by stocks? — I have not come acioss a single 
instance like that m Bombay Probably it may be so m Calcutta 

I do not know what conditions are m Bombay, but I can tell you what 
I told you is a fact so far as Calcutta is concerned — I am glad to hear 
that 

1646 Mr Lamond You know that the Impenal Bank Act requires 
a second name in such cases Theiefoie if the Impenal Bank does not 
do so, the other banks natuially hollow suit? — If they do so you will excuse 
my saying so, theie is not much commensense behind that On the same 
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pT in oi pip., I wish that the Impenal Bank is made to do ceitam othei things 
which the other banks aie doing 

1647 Chan man You say 'that to encourage the floatation of non and 
steel companies which lequire a large piopoition of fixed capital, it is 
necessary to mobilise the existing lesouiees for obtaining capital by the 
formation of industrial banks In a latei paiagiaph you say that tbe cost 
at present of laismg the necessary capital is rather lnglr Do }ou expect 
that with the establishment of Industrial banks the cost of laismg capital 
will be considerably reduced?- — It is not so much the question of the late 

.at which one gets ‘the capital Promoters of several industrial concerns 
say that theie is no capital available for ceitam industries I do not say 
that the capital is not there m India, capital is theie but I say it is not 
propeily mobilised To give y ou an instance, I may lefei to anotbei 
industry which needs the capital I mean the cement mdustiy Two new 
cement companies have been staited, the\ aie the United Cement Com- 
pany and the Ok ha Cement Company The piomoteis of the Oklin Cement 
Company experienced great difficulty m laismg a capital of 30 lakhs, 
although cement companies w r eie paying good dividends at the time 

1648 Chau man I may tell you that one of the witnesses told this 
Committee that theie is no difficulty m getting capital foz the cement 
industry What do you say to this? — Well, that is my actual expenence 
that the cement mdustiy does suffer fiom w r ant of capital May I know' 
if that statement bears it out that the cement mdustiy' is getting all the 
vcapital that is wanted? 

That is our information He savs “If theie is liaidly any industry 
worth the name winch suffers from w r ant of finance, it is the Textile 
industry ” — I absolutely challenge that view 

1649 You say that the Tata Industnal Dank could not snmve long 
because of ignoiance of the fundamental punciples undeilying the working 
of such banks Will you lundh' explain what the fundamental punciples 
you refer to are? — The particular lefei ence I would like to make is this 
-An mdustual bank is essentially a bank which is never anxious m its eailier 

y'eais to show laige profits An Industrial Bank pioceeds ien slowly, 
gradually and with caution That is to say, several piopositions that aie 
taken up by the Industnal Bank aie such that they should be well tested 
and tiled 

1650 Is this fundamental punciple winch you mention followed m any 
other country ? — I think it is there m othei countnes On account of this 
principle the banks m Geimany 7 and Japan aie successful I also refer 
to the ignoiance of the investing public 

1651 lou say' that the ignoiance of fundamental principles -is the 
cause That means the working of such banks leacts on the manage- 
ment of the bank To the best of my knowledge theie weie ceitam big 
people m the case of the Tata Industnal Bank and I cannot find out 
wherein came question of the ignorance of the fundamental principle? — 
I am afiaid I am not a witness who takes ereiy thing on authonty' Because 
theie weie big peisons, it should not have happened That is tbe 
suggest'd! I? it so? 

We bare been toying to discovei wliat was the difficulty oi difficulties 
which led to tbe failure of tins Bank We have put ihe same question 
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to seveial of tlie witnesses and we could not get any information from 
anybody Now, as you make this statement, we w T ant to know wherein 
the ignoiance of fundamental punciples lay 

1652 Dr Hydcr Aie you thinking of the mdustues staited by people 
-or of new mdustues? — Theie may be new mdustues also What I say is 
it should be such an industry as gives leasonable guaiantee of success 
Foi instance, the Nna Valley Sugai Company which was floated by the 
Tata Industrial Bank and winch pioved a failuie 

1653 Chairman It may lia\e been that the Tata Bank did give a loan 
to the Companies which w 7 eie not ^ound as, foi instance, m the case of 
the Nna Valley Sugai Companv Youi fiist statement was that this Bank 
tned to show huge piofits fiom the beginning and theiefoie it came to 
a cnsis Is it not? — That is one of the leasons 

1654 In the fiist instance you said that is the leason So, I thought 
that it is the only leason But now , I know that it is 
•one of the leasons Is theie any othei leason you seem to know? 
We have been asking many witnesses about this but they said they 7 w'eie 
not knownng them peisonally — The floating and financing of the Com- 
panies was at the time of boom period People had no idea about an indus- 
trial bank m India At that time the holdings of the Tata Bank showed 
immense piofits I may tell you that a shaie winch was Bs 15 paid-up 
was at a premium of Pis 60 That was only within thiee months fiom the 
•date of issue I think wasei management w 7 ould have supplied a corrective 
by unloading a pait of the laige holdings winch they had m this Company 

1655 Did the Tata Industnal Bank actually try to urn a business con- 
cern apait fiom then banking business? — No, they did not manage a busi- 
ness concern They wanted to finance ceitam subsidiary companies and so 
the Industnal Finance Ltd was foimcd 

Then they simply advanced money Is it not? — Yes I know indus- 
trial banks m Germany woik mdustual concerns, but m the case of the 
Tata Bank I do not think they actually voiked a concern 

1656 As legaids Geimany do they not manage concerns? — They 
-appoint then nominees to vioik as dnectois on the boaid of industrial 
concerns 

1657 Mr Buchlcy You say that they had an Industnal Finance Com- 
pany Can you tell us what the bank’s holding of the shares of that 
•company w as ? — I have got the balance-sheet I wall give y ou the figuies 
jear by year 

1658 My 7 lecollection is that it was about 38 lakhs? — I will prepaie a 
comparative statement and send it to you latei But I can say that rt 
W'as roughly 39 lakhs of rupees 

1659 I think it was about 38 lakhs That is my idea Can you tell 
us wlien it w 7 as leached? — I think it yvas wutlnn four or five years fiom 
the inauguration of the bank 

1660 The Tata Bank was one of the Tata Gioups and m oidei to 
eliminate the cnticism that the bank was iun m then owm mteiests that 
company was formed? — If you watch the figuies of the deposits of the 
Tata Industnal Bank year by year and those given m the following 
column about investment in shares, y 7 ou yvill find that deposits declined as 
-a lesulfc of depreciation m the value of shares 
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1661 Sir Purshotamdas Thaluidas What was the bank capital locked 
•up? — At one tune about 40 lakhs 

1662 Mr Bucldcy I think out of two cioies it was only 26 lakhs? — 
That was just wdien the bank was started Pour oi five yeais m the case 
of an Industnal Bank is not a long period 

1663 Chan man If at the end of foui oi five yeais they had put in 
the holdings nearly 38 lakhs out of 2 cioies would that be considered 

excessive 9 I think so If you see then last balance-sheet, jou will find" 

a sufficient indication there of how the bonk w’as going on A loss of 
Bs 11 lakhs had to be written off their investment m new r industrial com- 
panies 

1664 Mr Bucldcy You have refened to the capital foi industrial 
concerns Was not that the time when at Bombay and m Calcutta shares 
weie taken up m enoimous quantities' 5 — There is a distinction between 
a banker and a layman 

1665 Chairman Therefore, you think that the tiouble might liave 
ansen from the point of - uew r of a lajman though fiom the banker’s point* 
of view it w r as absolutely sound? — What I say is that the banker should 
have taken a wisei view 

1666 You suggest the establishment of an mdustiial bank m each of 
the majoi piovmces of India Can you give the committee anv idea of 
the initial capital that wall be lequned for starting such a bank 9 If you 
cannot give an idea legaidmg the i equn eluents of the whole of India, can 
jou at least give an idea of the capital inquired foi the needs of the 
Bombay Presidency 9 — If w*e have to start an mdustiial bank, its nutlions- 
ed capital should be 5 cioies and its paid-up capital 1 croie I take 
these figuies considenng the mdustiial possibilities of this piovmce 

Nothing less than one cioie w r ould be the paid-up capital 9 — We cannot 
be so aibitiaiy about figures 

1667 It is not a question of aibitianness We have been told bv an 
experienced bankei that to stait an Industrial Bank 50 lakhs w r ou!d be 
sufficient for a paid-up capital What do you say to this 9 — With all due 
defeience to that gentleman, I do not considei it a practicable idea If 
you want the industrial bank to do any good to the country, it must 
have a paid-up capital of at least 1 croie 

1668 On this point theie is an adveise opinion May I know wdiy 
you considei the minimum figure of paid-up capital should be 1 cioie? — 
Some of the cotton mills at Bombay have recently raised money on deben- 
tures with veiy great difficulty One mill raised debentures to the amount 
of 70 lakhs Anothei laised money up to 20 lakhs And the thlid 
mill is tiymg to raise moneys by debentures at the moment up to 25 lakhs 
I do not see how' the Industrial Bank with a capital of 50 lakhs is going 
to meet such demands 

1669 If the secunt-\ is good, Ihe Industnal Bank can also laise deben- 
tures Tlieiefoie, if these mills want loans to the extent of 5 cioies on 
adequate security then the Industrial Bank wall issue debentures and supply 
them wath funds 9 — I say the amount of debentures should have some 
relation to the amount of paid-up capital 

1670 So, you want to impose a limit 9 — Yes 
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1671 I think somebody has suggested to us that we can make the l im it 
of debentures 15 times the amount of the shares subscribed? — If theie are 
good industrial possibilities m the country, I do not see why debentures 
may not be allowed to be issued accordingly 

1672 You have complained about the attitude and policy of the Gov- 
ernment of India You are no doubt aware that the subject, Development 
of Industnes in the Piovmees is generally speaking a Provincial subject? 
The only conciete suggestion you make is that Government should under- 
take the responsibility of lending financial assistance to Industrial Banks 
eithei m the shape of direct subscription to then capital oi bonds or in 
the form of guaranteeing repayment of capital and intei est on bonds issued 
by them Will you tell the committee whetkei any attempts have been 
made m the past to float such banks and Government assistance asked 
for? — The question lests on this Wnat has been the attitude of Govern- 
ment iu legard to the industries of the country’ When we know that 
Government have not adopted the recommendations of the Industrial Com- 
mission of 1918 as a mattei of policy to stait Industrial Ba nk s, I think 
it would be a waste of time to go and ask the Government to do anytnmg 
for it I do know that the industries aie a Piovmcial subject and when 
I refei to Government, I mean the relative Government, either Piovmcial 
Government oi the Government of India 

But heie you have said m your memorandum Government o'l India If 
you had simply stated about the attitude and policy oi Government, I 
would have not asked you this question 

1673 You say that industrial banks can open eunent accounts under 
short term deposits and do the ordinary commercial banking One promi- 
nent banker in his evidence before the committee has suggested that, except 
m certain special circumstances industrial banks should not do commercial 
banking Can you tell the committee why you advocate the combination 
of both commeicial and mdustnal banking m your pioposed new institu- 
tion’ — Yes _ I ha’ie made that recommendation about the working of the 
industrial bank I do not see tlieie is any objection to an industrial bank 
taking up the commercial side of banking If mdustnal banks cannot 
employ then capital by taking up piojects, they may considei propositions 
of supplying working capital to the industrial concerns I have seen m a 
papei a suggestion that these banks should accept only deposits standing 
foi three years I say that may be the expt-iience of people outside 
Bombay But I do not think people are piepared to give to a bank 
deposits for three years 

1674 We do not pursue that point at all But that is the experience of 
the gentleknan who has made that statement He is a man of consi- 
derable experience m banking at Borabav What do you sav to this’ — I 
simplv say that if you had asked the wutness lo show you the figures of 
deposits, you would have been able to find very lare instances m Bombay 
of deposits standmg for three years 

1675 He was basing his proposition on a very sound banking proposi- 
tion that their shoit time deposits should not be utilised for piovidmg Ion 
term loans’ — He may be trying to improve upon the principle of safet 
first — Safety fust number one 

1676 You say that theie should be a well equipped intelligence depart- 
ment of the industrial bank placed under the dnection of a man of vaned 
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industrial expenence who may be m a position to formulate schemes for 
the development of tlie industrial possibilities of the province on & business- 
scale and also to analyse and criticise similni piopositions placed before 
the bank foi financial assistance and support Is it vour intention that 
the mdustnal bank should itself initiate proposals foi the development of 
mdustnes and not meiely examine and finance proposals placed befoie it 9 — 
I have to say this The idea I have m mmd foi an Industnal Bank to be 
established in India is this Tlieie aie ceitam agencies at piesent in India 
who vvoik like what wc call the unden\nteis in otlioi countnes These 
underwriters have sufficient knowledge of the business, but theie is a lack 
of sufficient capital with them If the Intelligence Department of the 
Industnal Bank doing leseaick woik comes across piopositions with a 
reasonable guaiantee ot success and if such piopositions aie placed belore the 
undei-wnteis, they would pick them up and float companies 

1677 Am I to take it that you advocate that these banks will not only 
leceive deposits, cash cheques, tiansfei accounts, make loans etc , but 
also share and participate m the conduct of the mdustnal and commercial 
concerns? — Yes, thac is the idea 

1678 Are you aware of the cneutmstanees which led to the establish 
ment of such banks m German} 9 — Yes, I am 

1679 Can }ou explain those cucumstanees 9 — The real use of the 
modem banking structuie in Germany may be doted from the Franco- 
Piussian War of 1871 What are called Grossbanken were started ' frdm 
that date They have not developed to the full extent wliat we call deposits 
but have diawn a new' line, thus combining deposit banking with long 
term finance The peicentage of demand deposits held b} the- Gross* 
banken is comparatively small considering the whole total 

1680 No doubt you aie giving us an intei cstmg account But my 
point is “Wliat w^eie the cucumstanees which led to the establishment 
of such a Bank m Germany 9 ’’ — The, thing is this The actual regeneration 
of -the country is dated fiom the Franeo-Prussian War Some of the in- 
dustrial propositions m Germany weie financed by foreign banks like Banque 
de Pans et des Pays Bas Latei , the growth of large mdustnes created the 
need for industrial hanks 

1681 Chairman The most important factoi however, was the fact 
of the simultaneous capitalistic evolution of industry pioper which neces- 
sitated a parallel development m the banking field It cannot be said 
that the banks cieafed the industries, since the funds which are gathered 
by the banks in mci easing volume are mainly the lesult of the increasing 
productivity of capita] invested m mdustnal undertakings It is how- 
ever tiue that the cieative power which in a comparatively short time 
placed German industry m its piesent commanding position took its 
ongm with the men who put to practical use and m the interest of the 
economic piogress of the nation the achievements and nventions in the 
domain of science and technique — That confiims exactly what I said, 


1682 Is it possible to depend on that sort of development m India ’ — 
A hue I do advocate Geiman banking as a model, I do not disguise the fact 
that conditions at piesent obtaining m this country aie not suitable for any 
advance on those lines In m y opinion India would not have been so 
backward m the sphere of banking, if the public had taken that amount 
of interest m the development of banks like the German Grossbanken. 
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1683 You. raise the geneial question that, the public here do not take 
mteiest, but vou aie tin owing on Government the onus of piovidmg tne 
capital by guaiauteemg ohe mteiest — I am onlv tijmg tc> compaie one 
nation with another to show w hat can be achieved with the help of pnvate 
public entei prise I do not subsenbe to the view that Government 
should shouldei the lesponsibility Aly point is that the peieentage of 
educated people m Germany was much highei then than the percentage 
of liteiacj m India today 

1684 Therefore, it was cliaiactei including biams which helped 
Geimany m those dai,s and not capital alone uo leach then piesent posi- 
tion ? — The circumstances aie so entneh difteient that it is difficult to 
aigue fmthei 

Maj I lead out to vou another extiact fiom page 706 of Paikei Willis’ 
book Aftei the Wai Geiman business requirements have been financed 
to only a small extent from within, and to an overwhelming degree by 
foieign loans, placed moie by pnvato banks than by the Giossbanken 

Again, Sir, jou are discussing, an exceptional situation In 1920 s 

Germanv was trvmg to lecovei from the after effects of the war 
All cap’tal wasjost to her as a result of the enormous depreciation of her 
cuneney, and she had to put forth considerable effort to restorp Tier 
ci edit 

1685 I did not say 1920 I said, after the war, not immediately 
after the rvar Here again, it wall be open to considerable doubt whether- 
the savings available m India are like savings available m Germany 

Effoits should be made to mobilise the savings available 

1686 Chairman You say that Government, should have the right cf 
nominating an additional duector on the Board of the industrial hank; 
without the right to vote at Board meetings In view-- of the fact that 
Government under, your proposals may have a laige stake in the bank on 
account of then subscribing to the shale capital oi guaranteeing the re- 
payment of capital and mteiest on debenture 1 bonds issued by the bank, 
will not the Government lequue an adequate voice in the control of the* 
banks *>■ — 

In addition to one Government Dnectoi Government Imav appoint 
one or tw r o trustees or a debentuie Directoi to watch the interests of the 
debentui e-holders 

1687 You say that the Boaid of Directoi s of the Industrial Bank 

should consist of business men and financiers of long expenence If the 
Industrial Bank is formed on joint stock pimciples, can vou always 

ensine that the shaieholdeis will elect tc the Boaid men of the tjpe and 

qualifications you mention 1 ? — I am glad, Sir, vou have laised this question, 
because with vour permission I w' r ould speak on this question not only 
about industrial banks but about all banks TTnfoitunatelv oui experience 
m Ind’a is that though w r e have some experienced wealthy and compe- 
tent men, the wisdom of managing banks seems to have been monopolised 
bv a selected few and unfortunately the shaieholdeis have often felt — X 
should say, always felt — that they are not able io put on the Board men 

whom they would elect Those men aie always appointed 1 v the pro- 

mote! s themselves This is a curse 
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1688 Chairman. If I may intervene at this stage just for one 
moment— you are simply confirming the suggestion that I made a little 
while ago that what is wanted m India is both cliaiacter and brains 

(Witness) You cannot look to the shaieholders to find competent men 
os Directoi s of Industrial Banks It is a common vice As I have 
.aheadv pointed out, the one reason why ibanks m India aie so weak is 
because the chaiactei of the directois that we have in seveial cases is 
none too great to inspne confidence 

1689 If that is so, perhaps you would like your mdustnal bank to be 
wholly lun by the Government as a soil of a national concern 9 — I would 
not say that “ I am simply pointing out an incidental defect in the manage 
ment of banks 

3690 Sv Pvishotamdas Thalatidas Incidental or fundamental" — It 
has become an incidental defect now 

1691 Di Iiydci Do you mean to sav that m otliei countries share- 
holders are veiy vide- awake 9 Are they not every vlieie a kind of sleeping 
partners 9 — Pei haps you do not belong to Bombay, Sir 1 may tell you 
that in Bombay we have an organisation known as the Bombay Share- 
holders’ Association, which has made it its business to collect all the 
information likely to be of use to shareholders m general It has not only 
succeeded m some cases in getting the Directors to accept certain sugges- 
tions for improvement but m one case it succeeded even m obtaining a modi- 
fication of the Managing Agency agreement 

1692 Di Ilydc i How do you propose to have on the Managing 
Board the type of duectois acceptable to the shaieholdeis 0 — By a change 
of lieai t 

1693 Chav man Is that the only lemedy you have to suggest for 
this state of affans 9 — I am sure, Sn, you believe m what is colled the 
moral effect of things as against legislative piessuie 

1694 You suggest that the Committee should study the possibility 
of developing ciedit insurance m India Can you tell the Committee 
whether the system has been adopted by anv existing banks in India and 
with v hat lesult? — I do not think any bank m India has adopted tins, 
I do not know if many people have studied the subject eithei 

1695 One of the leasons given by you for developing this svstem 
is to enable the banks to finance traders and manufacturers wdio sell their 
waies on the instalment purchase system It has been pointed out bv 
one of the provincial Banking Enquiry Committees that an unregulated 
development of the lure puicliase system might lesult in the election of 
a multiplicity of kn c-pui chase institutions on a profuse scale with all its 
accompanying evils Have you anything to say r m regaid to this sugges- 
tion 9 The hue pui chase svstem has advantages as well as disadvantages 
Its development m countries like America shows to w liar extent you can 
suppoit the industries One definite evil is that von ue educating people 
to mortgage then futuie 

1696 I trust you wdl admit that m a country like India wheie educa- 
tion is so limited, the possibility of developing the hue prucliase system 
to the advantage of the people is less than in a country like America 

It may be said, speaking foi the country as a whole , but speaking 
for cities like Bombay, I think there is sufficient scope foi its develop- 
ment 
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1697 Chan man You state that there is no well-defined system for 
recruiting the staff of the principal Indian pint, stock banks you have 
named and state that some of the banks nave become the dumping 
giound for law giaduates and floating solicitors Gan you tell us if the 
shareholders of such hanks or the public geneially have taken any inteiest 
m the system of lecruitment of such Indian banks’ — I have already told 
you what influence the shaieholdeis command m the manageiment of 
joint stock banks m India Peiheps it will mteiest you all gentlemen 
if I give you an illustration m support of my statement that some of the 
banks have become the du'mpmg ground foi law giaduates and floating 
solicitoi s I am m close touch with the working of the banks m Bombay 
One day a client of ouis pui chased some shares of the Karachi Electee 
company It so happened that before he could have the shaies trans- 
ferred m his name, the shale tiansfer books were closed, and the section 
managei in chaige (a solicitor) when requested to write to the company not 
to pay out the dividends on the shares that had been purchased until he had 
heard from the transferor, said that the only course left open for him was to 
move the High Court and take an injunction against the Company 

1698 Sir Purshotamdas Thakurdas "What was the amount con- 
cerned? — It was only 30 shares and the dividend concerned Ks 135 

1699 Chairman You say that the exchange banks have been able to 
attract laige deposits which would otherwise have gone to Indian banks 
It is on the other hand suggested by some witnesses that the attraction 
of large deposits by exchange banks is due to the confidence of the pubhc 
m such banks owing to their well estabhshed position and that if there 
is any legislation prohibiting such deposits, there will be no appreciable 
accretion to the deposits of Indian joint stock banks Have you any 
answer to this argument’ — I have already stated any ideas very clearly 
Exchange Banks have been able to attract deposits from this country; 
because they have very well fortified their position because of their 
dealings in this country for many years past 

1700 Chairman That is not my real point My point is whether 
legislation is needed to piohibit their deposits in this country? — I do not 
suggest prohibition of their deposits To remove the disparity between 
the Exchange Banks and other Indian joint stock banks, my suggestion 
is to levy a tax of half per cent on the deposits of the exchange banks. 
This disparity at present is due to the earlier start which the Exchange 
Banks had had and my only idea is to remove this disparity. 

1701 The result might be that they may cease to function m India? — 
That is my intention If they do think it woith while to continue their 
business m India under those conditions they may, if not, they may pack 
off their business 

1702 By the imposition of such a tax do you think that there will 
be any appreciable accretion to the deposits of the Indian joint stock 
banks’ — I think so Do you, Su, ever believe that owing to the increase 
of half per cent in their bon owing rates, the Exchange Banks will close 
their business m this country ’ I for one feel that they certa-nly will 
not Do you know the amount of net profits (made by the Exchange 
Banks in this country’ 

Mr Buckley We don't show our net profits separately for India 

Yon. m 
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Witness Are you piepared to say that your major interests are not- 
in India 0 

Mr Buckley We have business m several parts of the world, m the 
Federated Malay States, m China, m Japan, m Java, etc 

1703 Dr Hydcr What do you think will be the lesult of putting a 
tax of half per cent on the deposits of the Exchange Banks? — A consider- 
able pait of the deposits that now go to the Exchange Banks might go 
to the Indian joint stock banks, because the Exchange Banks will be 
forced to reduce their deposit lates still further by half per cent , which 
-will m effect be r dvantageous foi the Indian banks 

1704 Mr Buckley Are we to understand that we must charge the 
x per cent to the borrower? Who has to pay for it? — You have either 
to reduce the rates for borrowing or mciease the lates for lending monej 

1705 Chairman Pei taming to the question of deposits, we -ueie told 
by an Indian bankei of gieat experience that there is no competition 
between the Indian joint stock banks and the Exchange Banks in the 
mattei of deposits So, can \ou give us the figuies of die deposits’ — I 
will give you relative figuies But I sa\ there is a competition between 
them 

1706 We understood him to sat that the^ had no complaint to make 
on that score’ — I am happj to learn that if it comes fiom an expenenced 
banker 

1707 I have asked one witness whether he would present the Mew 
of Indians on the question of deposits m a shorn note 1 would like to 
know whether you can also give such a note’ — I can do that 

1708 Mr Rush forth You have lefened to the actual margin of profits 
at which the exchange banks weie working at the piesent moment You 
know that with the current quotations of Is 5 Tzd for Telegraphic Transfer 
and Is 5h=d for three months’ bills, the maigm of piofit works out at 
about 15 per cent on the transaction Allowing for turnover 20 times m 
a year it works out to 3 per cent per annum Is it not so ? — I thought that 
somebody would raise this question and I am in a position to give a reply. 
What has put the exchange banks m a very strong position at present is that 
the piofit which is earned is much higher You have not to consider 
merelv the difference in the two rates but the volffme of business 

Mr Buckley I can assure you that the profit woiks out at -J per 
cent — That is foi one transaction You aie monopolising the foreign 
trade of India which runs into six hundred crores That you have to take 
into consideration 

1709 Mr Rush forth I say vou have to considei that when vou buv 
bills you have to wait until vou lealise the pioceeds? — I do not think that 
is the correct basis 

lilO Mr Buckley You have made a statement that the banks have 
made enoimous piofits m exchange’ — They have made that for a numbei 
of years 

lrll They aie not making them now? — I am not awaie if they are not 

1712 Mr Rushforth You have pioposed a tax of one half pel cent 
on deposits, received by foreign banks Suppose the hank could not stand 
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the extra chaige out of its margin of profit "Would, it not be possible that 
the tax would be passed on to an Indian client ’ — I do not agree My in- 
tention is this I want to make it less and less possible for the Exchange 
Banks to get Indian business 

1713 Chairman You say that Government operations m the West 
follow certain leeogmsed and easily understandable practices which serve 
•as a guide to the ot-hei constituents of the market and that at present 
the absence of such information m India robs the money market of a 
part of its stability and consistency I suppose you are aware that the 
opeiations of Government undei the present system of management of 
currency and ciedit aie paibly for wav s and means purposes and partly 
m connection with then currencv and credit opeiations So far as the 
lattei operations are concerned, is it not the fact that even the Bank of 
England sometimes operates in the London money market to stiffen it 
by the gentle use of what is called the “hidden hand”’ — I agiee, but there 
is another thing which I have in mmd "When I lefei to ceitam easily 
undei standable and well lecognised piactices I mean this I want that 
Government should publish then ways and means figuies When Gov- 
ernment plavs such an important pait m the money market of India that 
the size of the Government financial operations influences other operations, 
it is but fan that they should issue some data in this connection 

1714 Do they not publish the ways and means figures’ — 3STo They 
do not In the last yeai, Sn Phnoze Sethna put a question m the 
Council of State suggesting that the w r avs and means figures should be 
published and Government were good enough to give their leply which 
says (The Honourable Mi E Buidon said ) “It is the established 
practice m England to publish week by week figures of the land mention- 
ed by the Honourable Member This disposes of paits (b) and (c) of 
his question As regards part (a), I am afraid it is impossible to achieve 
the promptitude which the Honouiable Member suggests, owing to the 
fact that the receipts of Government accrue, and disbursements have to 
be made, at a large number of treasuries, and sub-treasuries, distributed 
aF ovei this country, and also to the fact that the accounts of the Gov- 
ernment of India to be complete must include the transactions of the 

. Secretary of State and the High Commissioner I take it that the 
Honourable Member is aware that the Government of India already pub- 
lish in the Gazette of India once a month a Statement of [Revenue and 
Expenditure m India and m England, as also a Return of Rupee Debt 
once a quarter Eigures relating to Treasury balances are coinmuni- 

cated to the Press monthly by the Controller of the Currency Govern- 
ment will consider the possibility of putting the statistics mto a more 
convenient and comprehensive form and of publishing them m the Gazette 
of India once a month I am afiaid, however, that the figures for any 
particular month cannot be made available till about three months aftei 
the close of the month” In London we get one week later 

1715 Do you realise the difference between London and India’ — It is 
simply a question of expediting the returns 

1716 Here there aie so many treasuries It naturally takes time, 

because the sub-treasuries have to send the balances to the treasuries who 
have to make up the balances and then send to the man in charge of the 
operations in the Piovmce There they have to consolidate them and so 
on When they are finally consolidated "they aie published which takes 
some time You cannot expect things done m England to be done here 
s N 2 
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m India? It is most suipnsmg to hear that we cannot have the figures 

within three months even with an efficient machinery working 

1717 You say m the memorandum ‘The information given in London 

every week by Government as regards then ways and means position, fluc- 
tuations in the floating debt, etc , indicates the probable time and dimen- 
sions of Government operations m the money market” Are you aware 
that even m India the information about the Government Treasury Bills 
is published from week to week?— They are But Treasury Bills are only 
one of the items of the ways and means position of the Government of 
India ^ 

1718 Purchase of sterling is published every month?— Yes, they are 
practically of no use 

1719 What I am pointing out to you ib, that having long connection 
with the Finance Department of the Government of India, and knowing 
what it does I find that your statement made just now lacks substantial 
evidence 0 — I do not think so I am suggesting a way whereby the Gov- 
ernment of India should fall in lme with ether advanced countries, which 
follow this piaetice 

1720 In London the arrangements of the Finance Department are quite 
different In India, if there was only one Bank with which the Govern- 
ment transactions had taken place, then perhaps there would have not been 
any difficulty But heie we have got so many branches of hanks and also 
treasuries Theic are 300 treasuries and a thousand sub-treasuries? — You 
should ask those banks or treasuries to give you figures every month 

1721 Certain banks and treasuries do give their figures every month 
Figures fci tieasury bills are supplied almost every week, so also the 
sterling bills transactions figures are supplied c-verv month — The informa- 
tion required will be receipts, expenditure incurred, total amount of treasury, 
bills outstanding This is something different from giving the total amount 
of treasury bills accepted during one week There should also be mentioned 
the total amount of bills in the hands of the public This is a more import- 
ant matter in India “Ad hoc” bills are created at the sweet will of 
Government 

It is no use vour criticising the action of Government You come here, 
as a witness before the Banking Enquiry Committee and not to criticise 
a particular action or policy of Government It is no use your using the 
words “sweet will of Government, etc ” 

1722 Mr Khaitan May I know that by your saying “Sweet will of 
Government” you meant that Government do not give any information 0 — ■ 
Yes 

1723 Chairman I know, Mr Kikabhoy Premchand gives most of this 
information which he collects from the information given by Government? — 
Mi Kikabhoy does not represent Government of India What is the duty 
of Government of India should not he delegated to any private broker I 
myself issue certain reports every week, but we want Government to do 
this 

, 1^4 I put it to you that if Government do not give this information 
then hew is it that the public are able to collect this information? — I ask 
what about loans from the public departments”? Is it ever mentioned any- 
where m the public records? Only the annual financial statement is pub- 
lished m which you say that Government have get certain available balances. 
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For instance, Civil Servants Provident Fund, items like this should be pub- 
lished ' Will you point out any Government publication in which such 
items are given? 

1725 You say “loans from public departments” May I know loans to 
whom? — I say loans to Government I mean the very funds which do not 
belong to the revenues of India 

1726 Have you lead the monthly statements which are published? — 
iYes 

1727 Have you seen that theie is an entiy of unfunded debt? — Yes 
But unfunded debt is not public department funds 

Unfunded debt includes tieasuiy bills, Post Office Savings Bank 
deposits and also deposits of the servants, etc — -If that is so, let the Gov- 
ernment split up these items 

1728 You sa\ that m England what iB lacking m legislation is amply 
made good by the growth of conventions and practices based on experience. 
Will you tell the committee whether, in your opinion, banking legislation 
is likely to be more effective than the growth of convention and practices? 
— Sir, before we go to that question, I may point out that you have not 
asked me the question regarding the “hidden hand, etc ’ 

I asked you that question and on that the discussion has proceeded — I 
want to say about the hidden hand m India 

That may be, but you are entirely wrong to say that I have not asked 
you that question Let me warn you about it You have finished with 
that 9 — If you am not piepared to hear me on that point, I drop it there 

You make an allegation that I did not ask you the previous question. 
Every member of this committee knows that there was a long discussion on 
that questic n and I cannot stand such an allegation 

1729 How, we have come to the next question Will you tell the com- 
mittee whctliei banking legislation is likely to be more effective than the 
growth of convention and piacLccs? — Certainly The convention and prac- 
tices wh'ch have come to stay are a insult of the long history of banking 
in England In a country like India we have actually started building a 
structure when the banking stiuctuie m England is aheady established 
We have seen ceitain mistakes m the management of banks of India and 
if the banking structure m India is to be protected from the well-known 
evils, let us prescribe lemedies against these evils in the form of laws. 
In England theie is piactically no banking legislation except the operation 
of Bills of Exchange Act and the Treasury Regulations which stare that 
whenevei any two banks want to amalgamate themselves, they have to take 
the sanction of the British Treasury But a° it is I say, we should have 
banking laws m India, because, as you have already pointed out, we 
cannot compare India with England. 

1780 You want' to include m the Bank Acts co-operative credit banks 
and land mortgage banks Is it not advisable to keep these two institutions 
separate and ate not co-opeiative credit banks already governed by a separate 
Act? — What I would suggest is this If one comprehensive law regard- 
ing banking is made, m that law there should be included one section which 
would relaie to Co-operative Credit Societies 
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1731 If vou consider this point from the present constitutional position, 
, ou will find that the Co-opeiative Credit Societies come within the pur- 
vievv of the Provincial legislatures?— Much aepenas on what actual poli- 
tical situation we have to face 

1732 There is no question of future things This is a question on 
existin'? facts This subject certainly comes within the puiview of the 
Provincial Council "Whatever the political situation may be, there will 
be a demarcation of functions between Cential Legislatures and Provincial 
Legislators I am simply pointing out this difficulty to you that stands 
m the wav of the acceptance of your suggestion? — When the Banking legis- 
lation is made, there may be a section made applicable to the Provincial 
Councils 

1733 Still there may be some practical difficulty It is this that the 
Piovmcial Councils wilt not be able to modify that section Your definition 
of 'bank' or 'banker' will exclude certain firms and individuals that receive 
deposits fiom the public but are not engaged m the business of making 
loans, o g , Bombay cotton mills Do you tonic that a 113 protection is 
neeessaiv foi the depositors with such films and individuals? — I do not think 
so Because those who go to place deposits with cotton mills fully reahse 
that thev are puttmg moneys with manufacturing concerns involving risks 
in business They cio that with their eyes open 

17°4 You say that youi definition of bank or banker includes private 
indigenous Lankers It has been pointed out that many indigenous bankers 
m certain piovmces do not accept deposits and as according to youi defini- 
tion the leeeipt of deposits is essential foi inclusion of any individual or firm 
m the 1 st of banks 01 bankeis, such indigenous bankers will be outride the 
scope of youi definition Have you any suggestions to make io lemoie 
this defect? — I prefer to stick to my definition 

1735. Prom what you have said now, read with what you have said 
in your wntten memoiandum, the impiebSion might arise that you belong 
to the school of thought that any attempt to revive the indigenous banker 
on a large scale is net likely to succeed but that at the same time you hold 
thit bankeis of this class who submit themselves to certain regulations 
should bo given a place m the future organization of banking m India 
Would that be a correct appreciation of your views on the subject? — 
Exactly I want the indigenous bankeis t^ be put, if possible, into the form 
of modem banking offices If this is not possible, I would piefer in the 
interest of the public that indigenous bankeis should be gradually elimi- 
nated 

1736 You say that bank dnectois have m some cases been found to be 
innocent of banking piactice or of oidmarv business prudence Would you 
piescube by legislation any qualifications for dnectors with a view to 
ensuring the formation of a well qualified directointe? Would you also 
state whethex you would insist on such qualifications m regaid to all 
directors or only to a certain number of them? — I have to illustrate an in- 
cident m this connection, if you will care to hear me 

Oh yes’—One of the Indian joint stock banks failed in 1913 and its 
failure resulted unfortunately m one of the dnectors being called upon to 
ear ceitain h abilities He was a medical man bv pic.fession, a gentleman 

with great; soc-al pos ton carrying a Knighthood When the bank failed, 
this gentleman was called m the Court and asked what he meant by a bill of 
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exchange He was fiank enough to admit that he had never seen one and 
could never define one Well, Sn, if such type of people are going to be 
lesponsible for the management of banks m India, we would lather have no 
banks at all m India 

1737 That is the incident which you have actually given in your memo- 
landum Mv point is if you have any suggestions to make? — What I say 
is that the whole question should be left to law 

1788 Mr Khaitan Was that doctoi useful m getting deposits? — He 
was a very influential citizen 

1739 Di Hyder Would jou piescube some examination foi dneetois 0 
— Most of the directors aie of such an advanced age that they would 
always fail m the examination 

1740 Di Hyder Then your position is that the bank dnectois suffer 
fiom tv o defects ? — sen hty and inability 

1741 Chcinvian I suppose you have not piescubed any age qualifica- 
tion 0 — No ceitamly not 

1742 Mi Devadhar Will you mention whether the instance you have 
given is more oi less an exception or is it a geneiol rule? — You are asking 
me a vei / inconvenient question I do net thmk it is permissible for me 
to name the peiscns but if it is permissible, it would be easy to impiess 
upon you how mfenoi aie the quality and cliaiactei of certain direct ois of 
ceitam banks Howevei, I will say in short that this is a general rule 

1743 Chairman You propose that the banking law should piohibit cer- 
tain systems of lemuneiation Is it the practice of banks anywhere to pro- 
vide foi these things by legislation? — The problem has arisen m India m 
an acute form. Since it has arisen in India it must be met I tell you 
that i< happens not m one exceptional solitary case Recently a new bank 
was floated m India by a gentleman who could net obtain lenewal of his 
agieement with his previous bank I cah it a positive evil 

1744 Ycu suggest that the committee should draft with the assistance 
of competent lawveis a certificate by Audilois which should be appended 
to cveiy balance sheet and Profit and Loss Account, and that the certi- 
ficate at present given is largely vague and non-committal Can you sum- 
marise foi the committee the various points that you would l ke to be 
included m the Auditois’ certificate? — Ceitamly I vould lefei you to mv 
suggestion as regards the statement of Profit and Loss Account which should 
be lequned by banks m India It has been given m my memoiandum 
Accoidmg to the piesent piactice the Indian Companies’ Act does net 
require banks to show their investments at actual market value This 
laxitv or defect in the Indian Companies Act has been unfortunately 
exploited by the banks They show the value of investments at an imagi- 
nary value I have not asked this merelv on the consideration of the 
posit ioo disclosed by the existing banks but on the actual experience of 
banks that hav T e failed m the past 1 thmk I can give you an instance 
of the Bank of Morn which is not m existence If you care to study the 
balance sheet of the Bank of Morvi, yon will realise the importance of the 
suggestion that I am making 

1745 We fully realise your suggestion In fact, what you have sug- 
, gested about the valuation is all right, but we want to know whether you 

can summarise the statement for the benefit of the committee? — Let, there- 
fore, the auditois state m their certificate this fact In its present form it 
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does not convey much meaning that the investments have been shown at or 
under the maiket value That is a very unpoitant consideration Because 
banks have been found to give absolutely a false idea of their assets and it 
is only when the doors of a bank are closed, that the shareholders and the 
depositors realise that the position disclosed m the past years was absolutely 
misleading 

1746 Mi Maroon You say that the investments of the Bank of Mom 
were not at maiket value? — Yes, since the Bank came into existence 
the B ank was showing its investments m the balance sheet every year end 
the shareholders and depositors had confidence in the bank 

1747 Do vou mean to say that on account of that fact they_ continued 
depositing mone\s m that bank? — Yes 

1748 Sir Hugh Code Can you tell me whether the Bank cf Morvi 
was registered under the Indian Companies' Act? — Yes, it jvas 

1749 That Act requutb how the investments are shown? — Yes 

1750 Mi Iihaitan Would you also agiee that if the investments appre- 
ciate m value that apprec ation should be taken os piofits? — No 

1751 Chairman You veie mentioning tbe points which you wanted 
to be put m India m the Auditors’ Ccitificate If you have got these 
points jotted down on a piece of paper, it vail be a great convenience if 
you give this paper to us and then you might explain your points? — -No, I 
have not jotted them dovn 

1752 What is \our fiist point? — Auditors must certify that the invest- 
ments art' valued at or under market value 

1753 I think that pioposition vhieh jou ha\e put forward will have 
the acceptance of this committee? — I am putting forth my suggestion 

1754 Sir Purshotamdas Thahuidas Only investments? Not the °ecu- 
nt\ of the banks against loans? — That comes undei the heading of “Loans 
and advances” Heie at piesent I mean imestments, like Government 
seounties, shares m the joint stock banks, debentures, etc 

1755 Chairman What is your next point? — It is this But I taka it 
that j -m do not. want me to amplify this point 

1756 You have ah eady amplified it in youi memorandum If you want 
to say anything m fuithei amplification, you are quite welcome In regard 
to this particular matter you have given your reasons You say that you 
consider it both unsound m theory and dangeious m practice for a bank to 
swell its profits by wilting up some of its assets, etc If }ou want to 
further develop that position, you are quite welcome, But I take it that 
you do not want to repeat the same thing? — Some repetition is un- 
avoidable 

1 thl I full v appreciate that But at the same tune you will appre- 
ciate the position of the committee as legards time ? — Time is as valuable 
to me as the members of this committee, I want to get hack to Bombay 
as soon as possible Now, what I spy is this Under the Indian Com- 
panies Act you am asked to state investments at cost or market value 

Sir Hugh Coche You aie not asked to do so, simply vou are guided, 
ecause theie is a woid “e g ”, which means “foi example” Theie <?J 
no definite instructions 

1/58 Sir Purshotamdas Thalturdas The Indian Companies’ Act has 
nou explamed as to what value should be given to investments "At any 
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rate, whether it is cost or market value, it is certainly not book value, 
because there is some distinction between book value, cost and market 
value The book value need not necessarily be the cost, because 
banks have in practice a certain system, at least good banks, that they go 
on wntmg down the cost of their investments I take it you do not 
suggest that the balance sheet should indicate to what extent the securities 
have been written down? — No, I say at cost or market value whichever is 
lower That is my suggestion I want the auditors to certify that the 
investments have been so valued 

1759 That means jou would like them -valued under market value Is 
that your point? — I say whiehevei is lower If the cost happens to be lower 
than the mailcet value, then let them value the investments at cost value 

1760 Supposing there is an investment of 5 lakhs I am speaking 
about the buildings The Bank goes on writing down at 5 per cent or 
whatever rate it chooses Then the value may neither be the cost nor the 
market value "What do you say to this 9 — "What we want is this We do 
not want the book value , banks should either give U3 the cost of a thing 
oi market value of the thing whichever is lower 

1761 A conservative bank manager has got in his books a building 
whose book value is 2 lakhs and the market value of that building is 5 
lakhs Bo you requite him to show the book value or not 9 — No 

1762 Chan man You were speaking about the private and gilt-edged 
seeunties Is it the practice of the banks to write down the value of 
securities so as to get the book value os distinct from the market value 1 ? 
— Only a few good, banks have been follow mg that practice If you throw 
a glance at the baJance sheet of a bank, you will find that what they have 
shown there is a book value but if you arc given the market value, you will 
find a great difference in these two items 

1763 What do you want to be done? — Investments should be shown at 
cost cr market value whichever is lower But m view of Sir Purshotamdas’ 
suggestion I would modify it and say “at or under market value” 

1764 Sii Purshotamdas Thakurdas So, you aie opposed to your first 
suggestion 9 — No, I am not opposed But I wanted to be more conser- 
vative And theiefore I would say “at or under market value” This is 
one thing, Secondly, it is the experience of the working of the banks m 
India in the past which goe3 to suggest that a considerable part of profits 
was not banking profit It did not consist cf interest, discount on exchange, 
but simply the writing up of the values of securities Such being the case 
I suggest th it such piofits may be shown separatelv 

1765 To w'het end 9 — To show the nature of the business, -whether the 
bank wns really having banking piofits or nob 

1766 Do aou mean to say that the shaieholdeis w r ould like to know the 
details ? — Yes, that is the idea 

1767 Do jou not think that bv giving all these details which you now 
insist on the woiking of a bank would be disclosed to the competitors of 
that bank 9 — No, I do not think so 

1768 You a~o making this suggestion to obviate certain difficulties and 
m trying to do so, von are putting handicaps on normal business Is it 
not? — Certain banks have followed this practice 
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1769 Chairman Can you tell us what practice m this lespect prevails m 
I ondou?— In the balance sheet they do not state anything, but if you will 
lefer to the annual speeches made say, for instance by the Chairman of 
the Lloyds Bank you will find him saying that the investments have been 
comer ■> atively valued at market rate or undei market rate, you voided also 
find that when investments had dropped heavily during the boom 
peuod, big contingency funds were stalled by the English banks to piovule 
against depreciation 

1770 This is due to the habits of prudent banks? — Yes X want these 

habits to be developed here also 

1771 You want them to be developed not tv the growth of better sense 
and responsibility but by legislation? — Yes 

1772 What is join next item? — Loans to dnectois If theie is any- 
thing whicn is moie responsible for the faduie of banks m the past, it is 
this This piactice has accounted foi the rum of several banks m the 
past This indiscriminate lending of moneys to director = and the com- 
panies m which those dnectois are interested should be stopped X may 
point out a very cleai instance of Boulton Biotheib and the Alliance Bank 
of Simla Theie are instances also of the Karachi Bank and the Bengal 
National Bank, which leally piove that something must be done m this 
respect 

1771 What is your specific suggestion 0 —! suggest that loans to directors 
shall be restricted only to certain peieentage of the paid-up capital of the 
Bank I have pointed out that there is a loophole, owing to which such 
transactions might not be levealed to the shareholder Banks can always 
say on the last day of the balance sheet that the peieentage of the restric- 
tions has beui maintained I want the auditors to certify that they have 
been satisfied that throughout the year this peieentage has not been 
exceeded 

1774 If such loans to Directors are f ally eoveied by securities, would 
vou still want to impose restrictions? — Fully covered advances do not take 
much time to become bad debts 

1775 Sv Purshotamdas Thahuida s Because of the facilities foi valuing 
the securities? — Facilities as well as theie aie so many othei things "When 
a dnectoi of a bank wants a loan for a company m which he is interested 
he approaches the manager of the Bank Of couise. the managei is only 
too walling to oblige him and has to recommend th« loan to the Board 
The loan is granted m the oidmary course of affair s And as human nature 
goes, the managei of the Bank brings forth an application for a loan 
on a futuie occasion which is equally readily gianted These aie the evils 
m daily life 

^-776 . ^ means that you would restrict giving loans to a dnectoi of a 
bank if he is interested as a director m a concern requiring moneys even, 
hough a guaiantee is given? — When a Dnectoi is a member of a firm of 
managing agents Merely because he is a directoi of a Company, it does 
not disqualify him 

, hill What limit will you put? I want to know what pioportion of 
he paid-up capital would you allow? — 25 per cent of the paid-up capital 

t? ?? y° u s , av a hank with a paid up capital of 2 crores may give 

s <- 0 lakhs m loam to Directors? — I do not mean to one dir ector I 
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mean Direcfcois combined together That amount will he too much for a 
single dnector 

1779 Very well You say that 50 laths may be lent to dneetors Bs 40 
lakhs to one direetoi and Bs 10 lakhs to the othei dnector Is that the 
way the loan should be distnbuted? I say, why not adopt the restriction 
that no loans should be given to directors 9 That will ensure the directors 
being fiee from piessuie by the executive and the executive would be free 
fic.m piessuie by the directors 9 — I see piactical difficulties As a 
matter of fact there are only a few firms of the managing agents, I 
am particularly speaking of Bombay, who are responsible for several in- 
dustrial enterprises m the country If you adopt the rule that no loans 
should be given to the directors at all, because they are connected with cer- 
tain companies, that would not be fair 

1780 I think out of fifteen banks we will find only one bank on whose 
board there are such dnectois? — Tata Sons Limited are responsible for so 
many concerns Theie are four or five people who may be called paitners 
in the Tata Sons Limited If these five persons are the director of more 
than one Bank, then you would make it a very difficult task for Tata Sons 
Limited to borrow any moneys foi then concerns 

1781 In my mind theie was only one Bank namely, the Bank of 
Baroda, on which a membei of the film was a direetoi 9 — Yes, but there is 
also another partner of the film, Mi Muzamdar, who is also a diiector 

1782 Youi point is that directors should not be given loans be\ond a 
certain limit I say suppose that a direetoi takes a loan, before the 81st 
of- December and it is paid off and not shown m the balance sheet Y the 
end of the year The same Director again takes a loan which too may 
not be shown m the next year’s balance sheet, what will you do 9 — We 
need not be amazed if things aie done m this fashion 

No, I am simply explaining this fact foi the information of riie Com- 
mittee 

1783 Chairman What is youi next point 9 — In certain parts of India 
■the only security which the customeis can furnish would be land or landed 
property Of course, bad debts would occui and no bankei will be there 
who has no bad debts In such cases, I say good banks follow the practice 
-of writing down the value of these properties gradually till they reach a 
reasonable level wherefore they can dispose it of, without incurring any 
loss This is one side Another side is that certain hanks have gone 
m for landed properties as an investment Ceitara pai*t of the paid-up 
capital of these banks has been given up for the purchase of properties 
These properties aie continually shown at cost and some depreciation has 
been allowed Practically the amount of depreciation compared with 
the amount outstanding is so meagre that I contend that such a value 
of an asset is entirely misleading I would say the auditors should look 
into the valuation Peihaps, the auditors will say that they aie not expert 
valuers, I do not ask them to value the properties What the auditors 
should do is to see whether it is not a valuation made about eight or 
ten years ago, but a recent valuation made by an expert valuer 

1784 Sir Hugh Cache Would you have the valuation for every balance 
-sheet 9 — No, if the auditors find there has been a further change in the 
value of properties, then only, they may ask for a fresh valuation 
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1785 Sir Hugh Cocke Have you got to make a iule?— No They must 
use their discretion 

1786 Chairman What is youi coneiete suggestion?— The Auditois 
should state m their Certificate that they have been satisfied as to the 
recent valuation of the buildings mentioned at cost m the balance slrnot 

1787 Sir Purshotamdas Thakurdas What about the securities against 
loans? Are they not investments? — I have stated that categorically if one 
loan has resulted m a bad debt, then they should write it off 

Chairman But the land and buildings come into the possession of the 
Bank? 

Sir Pur shot amdas Thakurdas Those are the buildings belonging to the 
Bank 

\ 

Chairman But they aie not the secuuties 

Sir Puishotamdas Thakurdas As legaids that there is no question of 
valuing, because they belong to the bank What I want to make clear 
is this , if the bank advances 50 lakhs on buildings to 20 clients, what he 
has to say about the valuation? — I have not yet come to that poml 

1788 So, you say that these buildings m the possession of the bank, 
they may be shown by them m the balance sheet at then cost price .vheieas 
about the buildings against which the loans have been given you want the 
auditors to state that they weie satisfied about the value of those buildings 
Is it not? — Yes 

1789 Sir Puishotamdas Thakuidas I Have not made myself clear - 
about this Say, a bank has advanced two lakhs of rupees and in order to 
covei bad debts the management may keep that building foi ’hemselves 
for one lakh Then the amount of one lakh will be written off as bad 
debt Now, that building belongs to the bank, besides there may be a 
maigm , all this they may include m their books If theie is any pioht m 
this, null that be hidden profit? — What you say would be correct if bdiiks 
consistently follow the piactice of wilting off bad debts out of piofits, but 
that is what some of them do not do 

1790 Sir Puishotamdas Thakuidas It theie is an appieciation, then 
theie is no complaint? — What I say is this that the item of 2 lakhs should 
be transferred from the heading of “loans and advances", when the loan 
is considered to be a bad debt I state that that is not done and it is 
due to bad auditing 

li91 Sir Hugh Cooke What evidence have you got for that statement?" 

‘ ^ y° u aie prepared to go into the actual cases, I am ready to convince 
you 

1792 Mr Devadhar Is that a general rule or it happens m all cases? — 
lhat is a general rule What happens is this These buildings are split 
up m two headings Nixed assets and floating assets Of course, the 
auditors are clever people and they can devise means to meet the regula- 
tions Although the balance sheet may be m full agreement with the 
regulations, it is not a true representation of facts 

x793 Chairman Then, I think with this admission of youis about the 
clevei auditors all jour proposals however strong they may be will not he 
pro ec lve for the simple leason that these clever auditors will find out a 
way out of it What i s your next suggestion? — I may just go to the 
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point of fixed assets and floating assets I can understand a bank con- 
sidering its own building foi its own use as one of its assets But there 
is bo reason why a building which has been bought as an investment not 
actually for its own use should he treated m the same way 

1794 Chairman You want us to draft a form of certificate Can you 
give us a draft indicating what you want? — You have got the assistance 
of auditors on youi committee 

1795 Sir Purshotamdas Thalcurdas I want to know whether you want 
the auditors to value the securities or not, because other witnesses have 
suggested that They have suggested that the auditors should be asked 
to value the securities at the time of balance sheet What do you cay? — 
In certain cases it wall be difficult I know auditors value stock exchange 
securities or gilt-edged securities but m the case of loans against landed 
properties they rely on the opinion of the directors who say "considered 
good”. What I insist on is that auditors should satisfy themselves that 
buildings and lands are valued accordmg to recent expert valuations 

1796 You say that m Canada banks can only appoint auditors from 
among a list approved by the Canadian Bankers’ Association The 
Canadian Banking Act provides for the Mimstei of Finance pubhsirng a 
list of qualified auditors and lays down that shareholders shall at each 
general annual meeting appoint two persons, not membeis of the same 
firm, whose names are included m the last published list, to audit the 
affairs of the Bank This hst is based on the lists furnished to the Minister 
of Finance by all incorporated institutions or associations of accountants 
in the country, of membeis of the corporation whose names are entitled to 
be included m the pubhshed hst and the Minister has powers of selection 
Would you therefore like to modify your suggestion that Government should 
have nothing to do wuth the selection and approval of the hst of auditors’ — 
No I say that as long as the political organization of the countiv con- 
tinues to be what it is at present, I will not leave it to Government 

1797 You refer to restrictions m Canada against non-national banks 
carrying on any busmess there Can you tell the committee whether the 
provision for a majority of the directors of banks in Canada being natural 
bom or naturalised subject of His Majesty and domiciled m Canada may 
not be due to the note-issue privileges enjoyed by these banks’ — Banking 
organization of Canada consists of chartered banks and other hanks They 
get a license from the Minister of Finance 

1798 All these Banks have a right of note-issue’ — Yes 

1799 Might it not he that the restrictions have arisen from the fact 
that these banks enjoy the privilege of note-issue ? — May be that 

1800 As regards Australia, I understand there are 18 commercial banks 
in Austraha of which three including the Bank of New Zealand are foreign 
banks with branches m Austraha, thiee have head offices m London and 
only the remaining 12 are essentially Austrahan institutions with head 
offices m Austraha and branches m London Are you in a position to 
contradict my information? — I know that the Chartered Bank was not 
allowed to open their branch m Austraha There was some prejudice 
against the Chartered Bank But here are cases in which there are 
foreign banks with head offices m London that have been allowed to 
transact business m 'Australia I do not deny that fact, but I emphasise 
the exclusion of the Chartered Bank from Austraha 
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That is only one instance? — The Bank of New Zealand was floated 
specially for business in New Zealand 

1801 Mr Buckley Are you aware that the Yokohama Specie Bank 
is established m Australia? — I think there is a bianeh But I do not 
know whv the Chartered Bank is excluded 

I cannot tell you that at the moment I have written to mv London 
Office to have this information for our committee — -I will tell you the 
reason why the Yokohama Bank was established there The Australian 
banks have no dnect connection with Japan and in ordei to facilitate 
business with Japan, they have allowed it 

1802 Chairman My point is that theie aie several foreign banks 
which are allowed to do busmess in Australia? — I accept it with the 
modification that Chartered Bank is excluded The Bank of New Zealand 
is i commercial Bank of Australia 

1803 Is then business only confined to Austialia? — Yes, their mam 
business is certainly with Austialia They also do business with other 
countries, but then mam busmess is with Austialia 

1804 You suggest that eveiy foreign exchange bank should be required 
to deposit with the Provincial Government securities of the market value 
of Rs 5 lakhs m lespeet of every office m the piovmce It is proposed in 
the scheme of the Beseive Bank that the foieign banks should he lequired 
to keep a certain percentage of then time and demand liabilities as a 
reseive with the Reserve Bank Will not that be a moie satisfactory 
arrangement than youi proposal to insist on the deposit of securities m 
respect of eveiy branch of the foieign bank? This will requite every hank 
m India, irrespective of racial chaiactenstic, whether exchange banks 'Oi 
Indian joint stock banks, to give a deposit of certain percentage of 
their time and demand liabilities This is one arrangement and the other 
is to requne the exchange banks to deposit Its 5 lakhs Wliab is your 
object m requnmg that they should place this additional deposit with the 
provincial Government? — When I make this suggestion I have no intention 
of making a racial discrimination My intention is to have additional 
safeguaids m the case of Exchange Banks 

1805 JDi Hyder You want to lestuct the deposits Is it nut? — Yes, 
because we do not possess sufficient knowledge of the standing of the bank. 

1806 Chairman Are jou aware that the Reserve Bank scheme provides 
that all the banks aie lequired to give a statement of liabilities, etc That 
will enable the Reseive Bank to know the financial position of these 
banks? — That is not the case Eor instance, the Bank of Taiwan failed 
It was owing to the liabilities having been incurred m Japan that calamity 
was biought upon them 

180/ You mean to say that the bank business outside India will not 
be Lnown to us Is that so? — Yes 

1808 Heie we are concerned with the position of the banks in Indm?— 
How aie you going to ear-mark all the assets? Suppose a Japanese bank 
goes into liquidation, and it has certain assets in India as well as m Japan 
and elsewheie Then, m that case under the law you cannot ear-mark its 
assets to meet debts m India 

1809 You want that the assets of the foreign banks m India should be 
allowed to be eai-maiked foi their Indian liabilities ?— Yes 
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1810 Mr. Khaitan Under the Reserve Bank Act if a bank deposits 
2 1 per cent of tune liabilities and 10 pei cent of demand liabilities, will 
that meet with youi requirements 0 — ■'Yes 

1811 You considei that 21 pei cent of time liabilities in the case of 
foreign banks would be sufficient protection for deposits’ — It is not but 
still it would be some protection 

1812 Chav man Why do you w ant Rs 5 lakhs I do not mean any 
aspei sions but to take m example, let us assume that the Gharteied Bank 
pays Es 5 laklis m lespect of then head office and branches Is it youi 
proposition that this money will adequately safeguaid the mteiests of all 
the depositors m India if the Cliaiteied Bank failed — which 1 hope it 
would not’ — It is a question of degiee But there should be certain 
adequate safeguards 

1813 Mr Khaitan If a foieign bank establishes itself, is theie not a 
likelihood that it mar be able to lemit moneys out of India when it gets 
into difficulties abioad? — It is bound to happen 

1814 So, there should be some provisions wheieby the position ot the 
depositors wall be safeguarded’ — Yes, you are suppoitmg my statement 

1815 Chav man You say that the foieign exchange banks should be 
lequued to pay a special tax of \ pei cent on all fixed deposits ’eceived m 
India Is this suggestion based on the piactice oi legislation m any other 
country of the world? Will not the tax proposed by you mciease the cost to 
the exchange banks of the deposits leceived by them and consequently add 
to the chaiges to the clients of exchange banks foi advances made by these 
banks’ — Not exactly m the same foim but tlieie is some legislation m 
Spam and m Portugal 

1816 Dr Hyder You hold these countnes as models m the banking 
world? — Yes, considering the present conditions m India, similar measures 
will be helpful to us 

1817 Chairman You say that sometimes a bank's credit is sought to 
be damaged by a bear laid on its shares on the stock exchange Can you 
give the committee any concrete instance where such damage lias been 
attempted oi done’ — Yes, it is correct I would quote the instance of a 
local Bank — I mean the Bank of India — against the manager of which pre- 
judice w^as sought to be cieated 

1818 That was a case arising out of the political reasons? — Yes People 
stalled selling then shares It has happened in the case of othei banks 
also I think it would be advisable to adopt the piactice under the 
Leeman’s Act 

1819 You suggest the creation of an appointment of Registrar of 
banks m each province Can you summarise foi the committee the duties 
that will be attached to this appointment and whether they will be 
sufficient to employ an officei whole-time’ — The thing is this Banking 
statistics as such hardly exist in India Theiefoie a statement should be 
compiled m r convenient and intelligible form 

1820 The function of this Registrar should be to compile all these 
statistics ? — Yes 

1821 Is it possible for you to say whethei this officer should be whole- 
time? — That depends on the increasing work connected with banking m 
India 
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3822 You suggest the employment of the funds m the Paper Cunency 
Reserve and Gold Standard Reserve m London to approved Indian banks 
against the deposit of gilt-edged securities Is it your intention that all 
such loans will be subject to the laws regulating these reserves m any 
scheme of currency and banking reform? — Not exactly I think it is an 
established fact that certain portion of the steihng leserve of India which 
i s kept m London is lent out m the London market The Secretary of 
State keeps a list of appioved names and money, is lent out from the 
available balance to these appioved borrowers > 

1823 You may take it from me that the issue of these loans is subject 
to the laws legulatmg these reserves There are definite laws which 
legulate these Lor instance, Currency reserve is subject to certain legal 
restrictions — If there are any such regulations which obstruct our way, 
I would like to change them 

1824 Would you like to change the Cuirency Act? — I think to my 
mind it is better if we change the percentage to make it possible foi you 
to loan moneys to appioved bankeis against securities 

1825 Chairman You say that the Indian Institute of Bankeis offers 
a ready made agency foi bringing the different banking groups togethei 
Is not the rnembeiship of the Indian Institute of Bankeis open to account- 
ants and others, besides banks, and will it not be necessary to have an 
institution intended foi co-ordinating the activities of bankeis confined 
solely to bankeis > Wba f kind of pioblems could be discussed at a meeting 
attended by accountants and otheis? — Accountants could ceitamly throw 
some very illuminating hght on banking problems 

1826 Chairman You say that Indian banks should be invited to |Oin 
as members of the Exchange Banks’ Association Is not the business 
of the Exchange Banks’ Association mainly concerned with the purchase 
and sale of foieign exchange? Can you give any instance of an Indian 
bank dealmg m such business which applied foi admission to the Associa- 
tion and which was refused? — The Central Bank is not a member and the 
Tata Industrial Bank was not admitted as a membei of the Exchange 
Banks’ Association The Tata Bank’s bills in London did not get the 
privilege of being le discounted at the Bank of England That means 
that thi Tata Industrial Bank was treated as a foreign bank in England 

1827 I simply want to know whether any of the Indian banks applied for 
admission and were refused admission — It would not be befitting the 
dignity of the Indian banks to apply for admission when they knew that 
there was the certainty of their being refused admission I only wish 
to stress the racial element in the whole thing 

Chairman We have already had a full discussion of it with Mr Poch- 
khanawala 

1828 Mr Buchley You say that they wanted to become members and 
were refused admission This is not borne out by what they say — How can 
they apply under the constitution of the Association as it is 

1829 But the constitution does not stop any Indian bank becoming a 
member 9 — The Tata Industrial Bank was not admitted 

1830 Chairman You say that under the leadership of the Imperial 
Bank a credit list such as that established by the Bank of England should 
be inaugurated in India Will not the fact that the Imperial Bank is at 
present competing with other banks for commercial business militate 
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.against your pioposal? — If othei banks aie suspicious of the Imperial Bank, 
then this function should be left to the committee of the Clearing House 
banks which is expected to be impaitial though it is under the auspices of 
the Impel lal Bank 

1831 Mi Khadan You have advocated the establishment of an n- 
dustml bank foi the purpose of developing Indian mdustnes Bo you 
think that the mere giant of financial facilities will greatly help the 
■establishment of mdu stues m India? — Not simply the giant of facilities 
I have suggested a Commeieial Intelligence Depaitment which would 
collect the necessary data to study the possibilities of mdustiial develop- 
ment in difteient paits of India, and the special talent which we do not 
possess can always be bought 

1832 I am not at the moment thinking of Indian talent , I have always 
been a gieat believei m Indian talent But do you not think that the 
development of Indian industry is greatly hampeied by feai of competition 
fiom outside? — Indian mdustnes will have to be protected But under the 
piesent fiscal policy of Government it is not possible 

1833 So you would have a change m the present fiscal policy of 
Govei nment ? — Yes 

1831 Do you think that if the promoteis of mdustnes m India knew 
that they could le’y on Government foi adequate pioteetion m cases of 
necessity, them would be better development of the country’s industries? — 

I think so 

1835 In answer to a question by the Chan man you were good enough > 
to say the, a in Geimany mdustiy preceded banking Aie conditions m 
India similai to those m Geimany? — No, oui circumstances aie different. 

1850 What are our circumstances? — Our cncumstances are that we 
aie not m asters m on own house 

1837 Do you not think that qualifications of the various directois on 
the boaid of Management should differ according to the different kinds 
of responsibilities assigned to each? — It would be difficult 'to depart- 
ment ilise like that m actual piactice 

1838 la .t not a fact that although some of the Dnectors may not be 
veiy efficient, m conducting the affans of a bank, yet they have a name 
and reputation which would attiact laige deposits? — I would not advocate 
that I would only have on the Boaid men whose integrity and honesty 
ins on =>d confidence m the public, I should not be content with mere figure- 
heads 

1839 ,Do you assume that such persons aie otherwise absolutely 
ignoiant of banking conditions? — If they combined big names with intrinsic 
ment they would be ideal dnectors 

1840 Supposing you had legislation pi escribing the qualifications of 
directois, would not such persons be absolutely debarred? — I consider it 
unneeessa’ f to piescribe any legislation for qualifications of dnectors 

1841 So your recommendation m that behalf will be of a recommends- 
tory nature and not of a mandatory nature? — Yes 

1842 You have mentioned that profits on investments *«nd gilt edged 
securities should be shown separately _ Supposing such appreciation is 
not taken to profits as is the present practice of some banks would you 
ike the idea? — That is sound banking as I understand it 

Yon. HE S 
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1843 Do you want that if there has been any depieciation in the 
yalue of securities, that should be taken into account in forming their 
balance sheet’— I think that is a good policy 

1844 Would }ou not allow the bank to take into account any apprecia- 
tion if that happens’ — Unless the appreciation is of a permanent, character,. 

I uould not; include that 

1845 How would you value the various kinds of securities with a 
bank 0 — At the maiket value, because after all that would be the correct; 
presold ati n of the bank’s position 

1846 Then as legal ds Bank piemises it does not matiei on what 
valuation fi i& held You have got no other alternative scheme to suggest? — 

I am picpared to make alternative suggestions 

1817 4s legaids loans to Directors, I note you are against the pro- 
posal Take tne case of the Impenal Bank I know it has got certain 
dnteteis who aie connected with very big films dealing m jute as managing 
Agents Theiefore, would you debar all these jute mills from getting any 
loans from the Imperial Bank’ — In such cases, it should be for them to 
decide whethei they should lesign from the directorate of the Imperial 
Bank if they want to diaw out fiom it funds for then jute concerns, or 
take no loans at all 

1848 Would youi suggestion also rule out the policy of the Impenal 
Bank of India m legaid to such matteis’ — I have no paiticular informa- 
tion m regard to these matteis 

1849 Mi Mukldai Singh, You sav that banks have failed m India as 
m other rountnes on account of fraud and dishonesty, etc , and you say 
that some of them could have been saved by timely assistance Can you 
give tin names of such banks that you have m view? — I lefei to some of the 
banko that failed m the Punjab m 1913 I do not know whethei it was 
the People a Bank, but I paiticulaily refer to that bank which was refused 
temp any assistance by the Bengal Bank 

1850 Could you tell me the names of such banks that have failed since 
the inauguration of the Imperial Bank Act m 1920? — I know m the new 
Act a ne v section was added -which enabled the Impenal Bank to lender 
assistance to such concerns who were threatened with imminent failure 
The only bank that has failed since the ensis is the Alliance Bank of. 
Simla, -which could possibly have been saved if it had been helped earhei 
In this case also the Impenal Bank could not help m the mattei as the 
new ml i had not come into force Aftei the amendment of the Act has 
come into force, no such failures have taken place 

1851 You say that the inauguration of the Imperial Bank was hailed 

by many as the first and important step towards the development of a 
stiong central or state bank in India, but the lealisation of such hope is 
lendered impossible by the Bank having developed /vast commercial and,' 
trading connections through some loop-holes m the Act of 1920 To what 
loop-holes are you referring?— I am referring to the granting of loans by 
the Impenal Bank on two signatures Bor instance, the Imnenal Bank 
can advance money on deferred shares as well, provided the promissory 
note is signed by two persons , - 

1852 Mr Lamond The Bank does not do ko’ — I thought it was so 
May I draw youi attention to the Impenal Bank Act Schedule I (Part I) 
(V) which reads as follows The Bank is authorised to carry on and transact 
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the several kinds of business hereinafter specified, namely, * * * (v) 
accepted bills of exchange and promissory notes endorsed by the payees and 
joint; and iseveral promissory notes - of two or more 'persons or firms un- 
connected with each, other in -general partnership * *' 

1853. Sn Purshotamdas Thakurdas Is it a fair inference that you have 
made “that the Imperial Bank has advanced money on Tata , Deferred, 
Shares 9 — I am not at all referring to that My point is that the Imperial 
Bank is authonsed to lend funds on the signature of two people without 
anv collateral security 

1854 Mr Lamond Have you any idea of the by-laws of the Imperial 
Bank 9 — Thej are the close preserves of the Bank’s executive How can. 
the public, know anything about them 9 Is it your contention, that the 
by -laws negative this lule? 

Sir Purshotamdas Thakurdas By-laws do not change the law at HI 
Discounting d bills is the mam business of the Imperial Bank Its Hundis , 
which amount to Bs 7 or Bs 8 crores are accepted only on two signatures 
with jut; any collateial security at all 

1855 Mr. Mukhtar Singh Do you not feel that m order to promote the 
banking habit, some sort of propaganda is necessary 9 — I think no propa- 
ganda would be as effective as the spread of liteiacy m the country 

1858 Will not propaganda have such effect? What I mean to say i& 
that if responsible public men’s names were included m the directorate of 
a bank, will that not in itself create confidence m the bank and will be a 
soit ot propaganda as well? — I have already said that unless this qualifa- 
catnn w supplemented by something else I would not support the sugges- 
tion 

1857 Has not the Government of India some sort of constitution to 
help students who go to England to study banking 9 — Not so far as I > 
know The Government of India grant some scholarships for taking up ' 
the study of some technical courses 

1858 D) Hyder I have experience of some Universities If you 
get a Government scholarship you can study anything you like You 
know Mi Shroff that there are several Indians undergoing training in 
the Lcndon School of Economics 9 — But the Government of India have 
not yet laid down any specific scholarship for banking education abroad 

1859 Mr Devadhar With regard to the 'industrial banks you suggest 
that the period of debentures should range from 10 to 25 I think you 
know that in some foreign countries sometimes debentures extend for periods 
of over 50 years to lighten the burden Would you be. inclined to favour 
that suggestion 9 — I am referring to debentures already issued and I do not 
think it wall be a .marketable security, if you .issue debentures which cannot 
be redeemed for centuries 

1860 My point is this, for the proposed land mortgage banks would 't 
not be advantageous for the small .agriculturist to take up debentures, the 
repavmerts of -which may be spread' over large periods! of ‘time 9 — But I do 
not think it wall be suitable to have industrial debentures to run for a 
century or more At piesent thdre is not much -need of getting f acilitv by * 
way of more capital by the co-operative movement from outside sources. 1 
The movement -is' not suffering for want 1 of 'capital to 1 ' meet its current 
reqi irements, such as short 5 period -loans to' its customers' Ak a matter of,' 
fact, I think many 'provinces in ! this country are in, ‘such > a position.* 
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, Mr Mukhtar Singh Do not assume it to be tlie case m all provinces, 

1861 Mr Dcvadhar What I want to indicate is that there is plenty of 
money at piesent available to meet short term requirements May I ask 
whether you will agree to at least a portion of the amount of Bs 8 crores 
which the Impenal Bank keeps at its disposal piactically idle, might be 
utilised for the liquidation of old debts, etc ? — I would not agree that the 
Imperial Bank should be asked to advance money foi the liquidation of 
past indebtedness 

1862 You have lefened to the shoilagc of capital for the development 
of subsidiary industries Everybody is telling us that plenty of capital 
will be available if small industries could be staited m the country Have 
you any instances of small mduslnes not being sufficiently financed’ — I 
have lienid that small mdustnes buch as the manufacture of oils, have 
not been able to get the necessary facilities Banks say that they have 
not got, the necessaiy information about the industry and so they Mould 
not finance them 

1863 Just as you advocate the foimation of an mdustnal bank, would 
you Le m fovoui of starting smallei hanks for the financing of subsidiary 
mdustnes? — -I have no objection to the suggestion 

18C4 Chairman Do you not think that the gieatei need of India at 
the present is to foim banks of that soil to organise smaller industries 
lathei than diverting attention to the formation of a big hank for financing 
big mdustnes So fai as the Cotton textile industry is concerned there is 
no lack of finance and the mills are m a sound condition Secondly, you 
talk about the lion and the Steel industry and here, nppit from the two 
concerns which vou have mentioned there is a tlmd concern inn by the 
Mysore State There is no lack of finance and no difficulty m finding the 
maiket for the outlay Thirdly, you spoke of the Hydro Elecitic Industry, 
and you know that tlnee provincial Go\ernments of the Punjab, United 
Provinces and Madias have aliendy taken action in develop their hydro- 
electric schemes That being so, would you not admit that attention 
should Le more greatly divcited for encoui aging smaller industries? — I am 
sorry I do not agicc The bigger industries are equally m need of help 
as smaller industries 

1865 Su Hugh Cocite As regards the auditor’s coitificate, you say 
that it is at piesent veiy laigely vague and you advocate its being made 
less non-committal Have you any suggestions tn make about making the 
certificate less non-committal as you desire? — Yes, m the three directions 
I have already suggested I think the piesent voiding is meaningless 

1866 Sir Hugh Cocite Mi Chairman, I suggest that if Mr Shroff has 
an alternative certificate to put forward, he should produce it, hut m the 
absence of it, it is no good finding fault with the existing form of the 
auditor’s certificate? — It is for the lawyers to do so and I suggest that the 
form should be suitably amended 

1867 Mr Lamond On page 3 of your memorandum you have said, 
“In several cases hanks insist on the additional guarantee of the managing 
agents ovc» and above the stocks hypothecated to them” What do you 
mean by hypothecation in. that statement?— I mean they are pledged to 
the bank 

1868 Mr. Buckley You say on page 26 of vour memorandum that you 
think that India is grateful to the exchange banks for financing her foreign 
trade. And yet you suggest that certain restrictions should be imposed on 
their operations , and no doubt in justification of this you say that India 
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is peihaps one of the few countries which have kept open their doors to 
any foreign company doing banking business Do you not think that this 
phenomenon is due, moie than anything else, to indigenous banking being 
highly developed m other countries? — -I should like in the first place to 
correct \ our impression that India is giateful to the exchange banks for 
financing hei foreign trade I do admit that exchange banks have rendered 
.very great service m financing hei foreign trade, but I am not going to 
give up my right as an Indian to develop national institutions 

18G9 Sn Purshotamdas ThaLurdas On page 29 of your memorandum 
you propose that banks alone should be the shareholders of the Deserve 
Bank Do you think that all the capital lequired by the Reserve Bank 
should be put up by the banks? — I want the Reseive Bank to follow the 
Amencan principle 

1870 You object to the Legislature having any representation or 
any v ’ce on the Reseive Bank, but you agree that the Legislature may 
be given an advisory committee I wish to ask whether you feel that 
unless this sort of constitution is available, the idea of forming the Reserve 
Bank ‘should be dropped? — I insist on that 

1871 In your written statement to the Bombay Piovmcial Committee 
you devoue a number of paiagraphs to the importance of the indigenous 
banker You have shown a good deal of solicitude on hiB account You 
are very anxious that he should be brought back into his own and that 
he should be allowed to occupy his right position m the Indian banking 
world? — Not exactly, Sir My idea is that some means should be devised 
by which the indigenous banker could be brought into close contact with 
the rest of the banking structure of the country 

1872 Some provincial committees have suggested that the indigenous 
banker should be put on the same footing as the joint stock banks provided 
that he agreed to certain restrictions, restrictions such as the auditing of 
his accounts by the Government or certified auditors Have you any 
views about that? — I do not think these restrictions will be of a suitable 
character for them. 

1873 Your apprehension is ,that there may not be many forthcoming 
,to be registered as bankers? — Yes 

1874 But if anybody did come forward you would have no objection to 
it? — Nc 

1875 In regard to the cost of management of a bank, it would be 
difficult to ask you to give specific instances, but I wonder if you 
can indicate to us m short the particular heads under which we may look 
out for economy m the cost of management on the hnes you have given ? — 
I have prepaied a statement giving the cost of management of some 
of the more important banks m India showing the percentages m the cost 
of management Now take the Imperial Bank, for instance I might be 
permitted to say that the Imperial Bank is not earning what it c h('uld. 
The cost of management of the Imperial Bank is extravagant And the 
cry for Indianisation of which we hear so much m these days does not find 
itself pi aetically confirmed m the case of banks which are purely managed 
bv Indians, on the figures that I have collected Sometimes we get very 
peculiar cases A small bank like the Union Bank finds its cost percent- 
age of 4 3 against its deposits, while the cost percentage of a fairly big- 
Bized bank like the Bank of India ’s ft 95 
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1876 Dr. Hydcr Is that a fairly big bank, tlio Union Bank which you 
are'refernng to?— *-1 am trying to show the peculiarity of this bank with 
others 1 This Union Bank has deposits only up to about Bs 27 lakhs while 
its eapi'al is Bs 40 lakhs In the case of the Impenal Bank of India the 
cost of management is about 2 per cent on its deposits as compared to 95 
of the Bank of India, 182 of the 1 Central' Bank of India and only 9 of 
the Punjab National Bank ’There is one thing which is veiv peculiar 
•One Indian bank 1 uridei ’European management shows the ‘highest per- 
centage of cost and that is the Allahabad Bank 

1877 Sir Purshotamdas Thakuidas I do not want to change your view 
at all, but I wonder whether you have borne m mind the inference that 
banks which have seveial blanches cannot make as much profit as banks 
which have none or not many branches 9 — I agree 

1878 If a bank is compelled by legislation to maintain some branches, 
then what can you do? — If you aie referring to the Imperial Bank, I might 
say that duung the last so many years that Bank has hod good advantage 
with Government money placed at its disposal that it cannot complain in 
any way 

Take another instance, the ease of the Punjab National Bank and the 
Bank of India The former has more branches than the latter There is 
another standard of judgment Look at the size of the banks The Punjab 
National Bank has deposits of only about half of the Bank of India 
Therefore, according to the basis of your calculation, < the Punjab National 
Bank is run , on -extravagant lmes Is that what you mean to say? — Yes, 

1879 Have you any concrete suggestions to make for economising 
bank management 9 — The establishments maintained by banks are 'mostly 
top-heavy Then the scale on which remuneration is paid is simply extra- 
vagant in several cases 

1880 If it’ is not .too much trouble for you I request that you. might 
send m a memorandum covering your view-point 1 on these matters?— I 
shall try to do so 

1881 Mr Devadhar These banks which aie managod by the Indian 
staff, you say are moie costly than European managed ones? — Yes 

1882 Then are we 1 to infer that these institutions managed by Europeans 
are more economically managed? — What f I say is that Indian managed 
banks could still further lower their cost of management 

Chairman The only inference from your answer is that Mr Devadhar’s 
inference is quite reasonable 

1883 Mr Devadhar Supposing an indigenous 'banker and a co-opera- 
tive ustitution exist in one place, would you give more facilities to ihe 
indigenous banker m preference' to the co-operative' institution'?— In several 
ways they will 1 be doing different kinds of business 

Chairman 'Mr Shioff'has given his' definition of a ‘bank' "tod to insti- 
tutions which satisfv >his definition of ‘bank’, ’he would give the 'Sam© 
treatment. 
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SEVENTH DAY. 
Monday,* the 25th August 1930. 


i 

Present . 

'Sir Bhupendba Nath Mitra, SCSI, K C I B , CBB (Chairman), 


Sir PORSHOTAMDAS THAKURDAS, 

'Mr. D P ’Ehaitan 
Mr P. V Rushforth. 

Sir Hugh Cocke, Et. 

Dr L K Hyder. 

Mr W Lamond 


Et, CIE/MBE, (Vice-Chdi irihati). 
| 'Mr. R W Buckley 

Mr G K Devadhar, C I E. 
Choudhn Mukhtar Singh 
Seth Hap Abdoola Haroon 


Mr V E. Aravamudha Ayangar, M A , C I E (Secretary). 

Mr E P Masani, MA (Joint Secretary) 

Professor Sohrab E Davai, Mr EBP Sbioff and Mi J J Eapadia 
representatives of the Bombay Share-holders’ Association, Bombay, were 
examined (Prof Davai acted as the principal witness ) 

f '1884 Chairman (to Mr Kapadia) You are the Secretary of the 
Bombay Shareholders’ Association? — That is so 

, , ( 1885 Could you tell us a little about the functions of this Associa- 
tion?— The principal function of the Association is to protect the rights 
( arid interests of share-ho'ldeis of Joint Stock Companies and the mvest- 
’ mg' ‘public We started the Association m September 1928 with 'Sir 
Ibrahim Rahimtoola as the .Chairman of the Association and with two 
Vice-Presidents, namely Mr E R P Shi off and Mr A M Eapp, an 
Ex- Judge of the Bombay High Court, latterly Puncipal S E Davar was 
appointed a thud Vice-President We have a written constitution and I 
would like fo tender to the Committee a copy of it and a copy of the 
’last annual ' Report We hold quarterly meetings, we circulate the 
'report of the managing committee each quarter to members and 
we meet at the end bf ' each quaiter, when matteis affecting the 
Well-being of shaie-li older s aie discussed In addition, we , Bold 

■our annual geneial "meeting Cur : puncipal activities are in three 

directions 'first, m all ' general questions affecting the' economic, life of 
*the country we take interest, provided we find that they have got some 
-direct bearing upon the well-being of the share-holders. The second is in 
regard to the amendment of the Indian Companies Act. To that end we 
have so far addressed a , senes of communications to the Government of 
India m the Commerce Depaitment, pointing out the loop-holes m the 
present Indian Companies Act The third is to watch the administration 
of affairs of several Joint Stock Companies and to take concerted action 
do see that maladministration, where it exists, is weeded out There are 
nearly 550 membeis on oui toll at piesent 

i * 

1886 Are you doing any propaganda work among the share -holders, 
i e , anything to train up the share-holders m the pioper appieciation of 
their rights? — Yes As soon as the report of a Bombay Joint Stock Com- 
pany is received, I as’ Secretary go through it add if I find that there is 
anything upon which the share-holders should he enlightened, we send a 
notice m the public press asking the share-holders' to meet informally at the 
office of the Association, where the points arising out of the balance sheet 
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aie discussed, and we advise those membeis wlio are the shaie-lioldeis 
of that company to attend that company’s meeting and put questions to- 
the management so that the points which could not.be properly ascertained 
on a perusal of the balance sheet may be elucidated This is m one direc- 
tion veiy important educational woik which the Association has under- 
taken We also send ai tides to the press I myself have so far sent 
something like 50 articles to the pi ess on different subjects Various other 
membeis also send aiticles to the piess and the shaie-boldeis aie supposed 
to read them We are thinking of starting a journal, but m the present 
position of the Association, theie aie certain difficulties, but we nope to 
staib one foi educating the sbaie-holdeis 

1887 Dr Hyder How does the Association maintain itself? — From 
their membeis’ subscriptions If they find that theie is going to be any 
deficit, I daiesav the membeis of the Managing Committee and other 
membeis will guaiantee the deficit 

1888 Bn Hugh Go cite What is the subscription? — !Rs 10 a year 

1889 Chairman Have j-ou among your members people from outside 
Bombay? — -Yes, m'any We have members from places like Quetta and 
Baluchistan 

1890 In paia 2 of youi memorandum you sav that in order to obviate 
any difficulty as legaids the use of the woid ‘bank’ the Industrial Bank 
should not be called as such Will you kindly explain what difficulty you 
contemplate? — The difficulty is that to the man in the street the word 
‘bank’ generally is a commercial bank and he mixes the one with the other. 
In the ease of the mdustnal bank which we have suggested should be 
formed, we have specifically stated that the mdustnal bank Bhould not be 
allowed to take deposits on current account and should not have the cheque 
book system, but deal with long term f deposits We think it would be 
more safe if the industrial bank is distinguished by a special name, e g , 
industrial coiporation 

1891 You know that m othei countries mdustnal banks also come 
within the category of banks Banks may be commercial banks, industrial 
banks, etc ? — That is so, but our country unfoitunately has not had ex- 
perience of mdustnal banks yet, and particularly of industrial banks 
proper * our theory is that the average mvestoi who deals with a bank may 
put his money m an industrial bank without realising the risk which he is 
running, because theie is no doubt that an mdustnal bank is the more 
risky concern than a eommeieial bank 

1892 You are no doubt awaie that industrial banks, though on a small 
scale, aie actually m existence m diffeient parts of this country? — On a 
very small, perhaps insignificant, scale I know that when the Tata 
Industrial Bank was working, a good many men, and intelligent men, from 
the bar used to confuse the Industrial Bank with a co mm ercial bank and I 
had to tell them the distinction 

. 1893 I think you said that you do not want your mdustnal bank to 

issue cheques? Our opinion is that the current account system should 
not apply to industrial banks 

1894 But would you object to an industrial bank giving a loan to sotrfe 
particular concern by issuing a cheque m the client’s favour?— There will 

• V 10 * 0 * a cheque drawn upon some other banker with whom the 

industrial bank may have an account 
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1895 Your point was that as the industrial bank would not be allowed 
to receive current deposits, automatically it would not be able to issue 
cheques against those deposits? — Yes There is another good reason In 
Hart’s Book on the Law of Banking, the author says that the only proper 
01 peifect definition to distinguish a bankei from an ordinary financing 
coipoiation oi money-lendei is to say that a bankei is one who keeps cur- 
rent account foi his customers and allows him to draw cheques upon him- 
self, that definition was m out mind when we suggested this 

1896 Later on you have said that legitimate banking business should 
be restricted to the type of business you aie referring to’ — That is to say, 
commercial banian g 

1897 In that connection you have made certain pioposals about impos- 
ing certain regulations on banks which aie restricted to legitimate banking 
business’ — Yes 

1898 Am I to understand that your view is that an industrial bank or 
an industrial concern would not be subject to similar regulations? — There 
would be something common to both, when we say that a bank should be 
legitimately restricted, we do not have m mind an industrial corporation 

1899 I fully understand that m regaid to the restriction on the nature 
of business But my point was that you have also proposed certain re- 
gulations m regard to the woikmg of the bank, with regaid to directors, 
etc V — Yes, these regulations would apply equally to an industrial corpora- 
tion as far as possible 

1900 You say that waie-house companies will have to be staited with 
substantial capital to command the confidence of the banks as to the re- 
liability of their warrants (a) Will it not be sufficient for the purpose of 
inspiring confidence to have the ware-houses governed by a ware-housing 
law and subjected to Government inspection? (b) Will you tell the Com- 
mittee what the w r are-houses will do with the large capital you w r ant them 
to possess’ — As these w'are-liouse companies are going to take laige quanti- 
ties of goods and issue warrants on which the mei chant or the manu- 
facturer is expected to raise money from banks, their position should be 
so financially sound that a banker would be confident to rely upon rhe 
warrant to advance money The answer to the alternative which -you sug- 
gest is that Government inspection will to a certain extent mspne confi- 
dence m a bankei w'ho advances money on warrants issued by ware-house 
companies, but the bankei looks moie to financial stability rather than to the 
consolation that the bank is being inspected from outside independently. 
Anothei reason is that it is not necessary that these ware-house companies 
should call all then capital Suppose a ware-house company gets a capital 
of 2 ciores of rupees subscribed, it may call up a few lakhs that it may. 
immediately require foi building of the wai e-house oi other woikmg ex- 
penses The balance of uncalled capital m the hands of share-boldeis on 
which the warehouse company will not pay any dividened would, m our 
opinion, be a sufficient security from the banker’s standpoint to inspire 
confidence' There is yet a third leason, which is that if the ware-house 
company has a laige capital, it may be that the waie-house company itself 
may advance money on the goods that are deposited with it 

1901 Is it vour intention that the ware-house company will actually 
'possess the goods deposited in the ware-house? — They will keep the goods- 
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-and issue warrants m any quantity 'that may be convenient to the merchant 
or the manufacturer, and each warrant becomes a 'sort of negotiable 
secuiity jusfc like dock warrants These warxants could then be easily 
deposited with bankers and money laised The objection in the case of 
-manuiaetuieis oi textile mills in. Bombay is that they do not deposit or 
hypothecate then stocks for the simple reason that they are afraid that if 
the people fiom whom they receive deposits come to know that their stock 
is mortgaged with a bank, perhaps their credit may be aSeeted and they, 
may withdiaw then deposits Apaifc from the question whethei “this fear 
is justified the wai e-house system a ould obviate this objection, because no 
one would know how much of the stock has been pledged oi moitgaged 
with a banker 

1902 Supposing a mill hands over some of its production to a, ware- 
house company After it has been so handed over, will the goods still 

remain the pioperty of the mill or will it become the property of the ware- 
house company? — The warehouse companies meiely act as agents 

1903 Therefore from that point of view, they really do not require any 
capital If they want theieafter themselves to advance money on the 
deposits of these goods, they will practically begin to function as an ordi- 
nary commercial bank? — Yes, I quite agiee, but I might put it tins way 
Even though you may not call up the whole capital, we must have a large 
capital to give them financial stability m the eyes of the banker, because 
a banker has to rely on the warrant for the quantity and nature of the goods 
which aie stocked with a waie-house company, and to see that the ware- 
house company is responsible Suppose the wanant is false and giveB a 
wiong quantity, the waie-house company will have to make good the money. 
-The idea is that the banlcei should tiust the waie-house company ' and should 
at the same time see that, if them is' something Wrong he could re'eover 
the money from the company 

1904 In the case you mention would not the waie-house company take 
'adequate steps to safeguard itself against losses of the particular chaiacter 
to which you refer? — If waie-house companies aie to be staited bv indepen- 
dent’ peisons’ as Joint Stock companies without any control, they may or 
"they may not It will be entnely left to their option 

1905 Are you awaie of the operations of the Bengal Bonded Ware- 
Iiouses Association, Calcutta? — No 

1906 You would not be able to say whether the ware-house companies 
possess a large capital or not? — They need not necessarily have their 
■ capital m cash Uncalled capital is a first class security 

1907 I was pursuing the question from the point of view of practicabi- 
lity If we insist that the waie-house company must have substantial 
capital, though a good deal of that capital may be uncalled capital, is there 
any practical chance of people thinking favourably of such an idea? — -We 
suggest that if a waie-house company is started, it should even be en- 
couiaged by the State in the interests of local finance 

190S That is, the State should guarantee to provide a certain ' portion 
of the capital? — It would he much better 

1909 That is the soit of subsidy you have in view? — I would prefer it’ 

1910 Is there any other form of subsidy you have m view? — Dividends 
■rmght be guaranteed, say, 4 per cent That is practically the same IWe 
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'would locate these ware-houses in. big towns like Bombay or Calcutta, where 
ithfere is a need for them, particularly in' Bombay where a lot of not only 
i -mill and other stuff is ready to 1 be financed, but also imp'orted goods 

1911 What do you call a substantial capital, one crore or 10 eroies? — 
That would depend mpon the location of the ware-house company 

>1912 We’ are talking of Bombay? — One crore would be quite sufficient 

1913 Of which, how much would you call up? — That would depend 
upon the cost of the wai e-house, its working expenses and on how many 
ware-houses there would be 

1914 Sir Purshotamdas Thakurdas Do you know of the Bombay Port 
Trust system? — Yes 

1915 Would that sort of thing do or do you want anything stronger or 
.more elaborate than that? — The Port Trust system is all right 

1916 You know that they do not guarantee quality , they only say ten 
-bales of jute, or ten bales of gram Therefore what I am trying to- point 
mut is that the raison d’ctie of your capital may not be matenal? — But the 
Port Trust is a very substantial institution 

1917 I am only talking of their guaranteeing the number , all that they, 
guarantee is 10 bags of gram, whether the bags contain wheat or maxed 
wheat or barley is a matter of detail That is the commercial party’s own 
look-out? — Yes 

1918 Mr Lamond Would you make the ware-house company lespon- 
sible for the condition of the goods? — Certainly, that is why we' require a 
substantial capital otherwise any one would start a ware-house company 

1919 Sir Purshotamdas Thalturdas That is why I asked whether 'you 
knov about the Bombay Port Trust ware-house and whether that 
would do for your purpose?— I 'do not think so 

1920 You must have something with a greater security? — Yes, other- 
-Wise the banks will not freely advance against the waie-house company 

1921 Why do they do it m the case of Port Trust receipts if the security 
is inadequate? — (Mi K R P Shroff) Because the goods are’ noted in the 
shipping documents and there are -veiy few chances of committing a fiaud 
There aie gi eater chances of committing fiaud m the case of -a local ware- 
house than' m the case of a Port -Trust 

1922 Therefore' the administration of the ware-house should be such as 
would ensure confidence m the eyes of the putlic? — Yes 

1923 Then these elaborate precautions which you want may not "be 
necessary?— Yes 

-1924 - Mr Devadhai 'You think it is absolutely neeessaiy to have these 
institutions 1 controlled- by ' Government * to create confidence? — -No, we "did 
not say ‘controlled’ 

'1925 You want the -institutions to belong to Government? — Not parti- 
cularly' to the Government If it is inspected by Government officeis, so 
much the better it would be f6r creating confidence m the eyes of the 
public 

1926 Do you not think the sine qua non for creating confidence is some 
inspection by Government? — Some independent party at least, there 
cannot be a betterrparty than Government m such cases 
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1927 You would not entrust that land of thing to a non-official 
agency?— No, that would not create so much confidence in financial circles, 
unless it is a’ substantial concern with a- large capital 

1928 Mr Khaitan You said that the ware-house should guarantee the 
conditions of the goods You know that there are various kinds of mer- 
chandise which aie liable to inherent detenoiation, c g , gram Would 
you expect the waie-house authorities to guarantee the condition of such 
goods? — I cannot say 

1929 Sir Purshotamdas Thalcuidas You said that the agency ad- 
mimsteimg the ware-house should be such as would create the same con- 
fidence m°the public as the Port Tiust administration does? — Yes sup- 
posing I am a cotton meichanb and I go to a ware-house company with 500 
bales of cotton, 100 Oomia, 100 Broach, 100 very fine quality Bengal, etc., 
it would be quite legitimate foi me to call upon the ware-house company to 
declare m the wairant the quality of the goods to enable me to draw from 
the banker 

1930 Mr Khaitan You mean that the ware-house authorities should 
go into a little more detail than the Port Tiust authorities do? — Yes 

1931 Sir Purshotamdas Thahwdas Do you expect them to indicate 
the different grades of cotton fully? — In view of the difference in price of 
these two staples, Oomra and Broach, it is ceitamly to the interest of the 
merchant that the wai e-house company should declare the quality to enable 
him to draw the higher price fiom the hank 

1932 What is the difference in price between Oomra and Broach ? — I 
think it is from Rs 30 to 50 

What is the difference m puce for Oomra higher grade and lower 
grade ? — I do not know 

1933 It is at times about Rs 50 Therefore a certain amount of risk 
has to be taken by the men who handle these warrants? — There must be 
safeguaids provided 

1934 Chairman That being so, we come back to the point from which 
;we started, viz , apparently this company will not require a large share 
capital? — Unless they themselves advance part and employ their capital. 
It would not be absolutely necessary to have a substantial capital, but if 
they have it, so much the better 

1935 Ch Mukhtar Singh Would you hold the ware-house company 
responsible for the condition of the goods? — I prefer they should be res- 
ponsible I would go further and say that theie is no reason why a com- 
pany with, say, 2 crores of capital should not have its own experts who 
would diaw samples of various goods and fix the quality and then issue 
warrants the hanks would then lend with greater confidence Substantial 
capital does not mean that the company should have it m their own hands. 
Supposing there were shares for Rs 1,000 of which only Rs 200 Lad been 
called, you pay dividend on only Rs 200, and the hanker knows there is 
ao much capital still available 

1936 Seth Hap AhdooXa Haroon Do you not feel that it would help 
the cotton mills also? Yes, at present the cotton mills find it very difficult 

° finance The Managing Agents of cotton mills have frequently told 
ns that they could get loans only when they would give substantial 
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guarantee If we have wai e-houses, that will simplify the question of 
finance 

1937 Ch Mukhtar Singh Will it mean eieating one more middle- 
man? — No, it would remove that agency. 

1938 Seth Hap Abdoola Haioon You are suggesting that the ware- 
house system should be estabhshed both m Bombay and othei commercial 
centres? — In most of the principal towns 

1939 What is youi opimon about starting these waie-houses m the 
mtenoi? Because the Zemmdais and pioduceis are at piesent complain- 
ing veiy much that when their ciops commence to go m the bazaar the 
market generally goes down What is your opinion if this system is 
extended to them? — I say m those localities wheie large quantities of pro- 
duce are available, the waie-house company should have blanches theie 

1940 You have mentioned this system m respect of the mill mdustiy. 
But m my opinion it is moie necessary m the mtenoi, for instance, 
Lyallpur and some other places Is it not? — Wheiever there is a need 
foi waie-houses with a view to have finances foi the local produce, we 
would certainly say it should be staited 

1941 I think these people suffei moie than the mill industry? — Perhaps,, 
it is because they have to pay heaviei rate of interest to local money-lendeis 
and they may save this by depositmg their warrants and receive their 
finances 

1942 Mr Lamond It happens that the mills have their godowns, whar 
will they do with them ? — If they find moneys on warehouse warrants they 
would not keep those godowns 

1943 But will they appreciate the idea of having ware-houses? — Once 
the mills find that the facilities aie available thiough these ware-houses, 
those mills v ho have to bonow moneys will appreciate the idea The Tariff 
Board m their repoit have suggested very strongly about these ware-houses 

1944 Mi Devadhar In answei to Mr Haioon’s question you said that 
you would approve the idea of having waie-houses m the mtenoi for the 
benefit of the zemindars Will it be helpful if these warehouses aie staited 
on the co-operative basis? — We have not thought over this point 

1945 Sir Hugh Cocke You have said m answer to the question by 
Mr Haioon that m the Bombay Presidency and also up-country, ware- 
houses should be staited Would you advocate one ware-house com- 
pany with several branches or not? — We think we should have one ware- 
house company with branches m different provinces It is advantageous 
because the stability of that company will be moie m view of the fact that 
they will have put more capital 

1946 If a large capital is leqrured, the stoiage fee will have to be lather 
‘high to meet the expenses? — As long as the system would help to deciease 
the cost of finance, we do not mind it 

1947 I th ink that will necessitate increasing the cost? — No, as I have 
told Mr Haroon m reply to his question, at present agriculturists m the 
interior have perhaps to borrow moneys at a high rate from the local money, 
lenders and if they go to the bank and get moneys at a cheaper rate, that 
would help them to lower the cost than increase it 

1948 Chairman * If your idea to which you just referred is pursued, 
will not there be an interference with the development of facilities given 
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on. the co-opeiativo basis to which Mi Devadhai has alluded c I say it 
would be still open for the Co-opeiative Societies to open their own ware- 
house if they chose That will be an additional help to the co-operative 
entcrpuse 

1949 I am not talking about Bomba} You said that the ware-house 
company would establish their branches at various centres I say if that 
happens, will that not interfere with the development of the facilities given 
by the Co-opeiative Societies m paitieulai agncultuial eenties? — I should 
think not, because the Co-operative Societies, m my opinion, w'ould be at a 
great advantage, as they woik on a soifc of co-opeiative basis They may t 
be able to give more favouiable tieatment than the waie-house companies 
would be 

1950 So, you have no desire to so regulate the operations of the ware- 
house companies that they may interfere with the development cf ware- 
housing ariangements made by the Co-operative Societies? — Fo 

1951 Ch Mukhtar Singh It means that either the Co-operative Banks 
maj stait the w r aie-houses oi any other bank may stait Is it not? — Yes 
It is a question of competition As long as the waic-lioiwc is um on busi- 
ness lines, w r e do not nund 

1952 Mr Dcvadhar Theiefoie, would jou be inclined m that case to 
support an appeal to Government for financing that institution?— To tell 
you honest h , Mi Devadhai the Cooperative s\ stem has always a vety 
waim place m my heait 

1953 Chairman You suggest that non-Indian banks should be mnde 
to obtain a license befoie commencing business ITn\e }ou any paiti- 
culai piecedents m view 9 What paitieulai objects Ime you in i lew in 
making this suggestion 9 — As fai as othei countues like Japan, Poitugnl, 
Spam, Italy and Fiance aie coucemed theie me similar airangements 
Even m London wheie the banking is so strong that it can stand the 
competition of the whole woild, theie aie many people theie who urge 
that they should be protected against foreign banks If a country like 
England which is well developed in banking system lequues piotection, 
and if in a country like Japan wdieie banking sjslem is uot so ^ei\ poweiful 
as to stand competition, such piotection is necessaij, I think our country 
which is m a veiy backwaid position in the question of banking should 
have some soit of protection, if banking m India is to be de% eloped I say 
they should be given a license and I have suggested that their account 
books should be inspected by the Inspector of Accounts They should 
also deposit certain amount in proportion to then capital These are the 
safeguards necessary 

1954 In addition to the regulations which you have proposed for banks 
m general including the Indian banks, tliev should be called upon to 
deposit with Government a certain sum of money which should he calculat- 
ed in proportion to their capital? — Yes I would also suggest that m the 
license there .should be included a -condition that the foreign exchange 
banks should take a certain proportion of Indians m their own stag 

1955 This is a question of safeguaids for deposits, so, the question 
of^ Indian stag does not come in? — As I am discussing the conditions to- 
be put m the license, I mentioned this condition also 
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1956 "When you say that a deposit* should be kept with Government, 
will, that deposit be earmaiked foi loss in, India? If so, can it be so 
eaimaiked? — Why not 9 

1957 We understood fiom another gentleman that deposits will foira 
> part of the geneial assets of the company and 'will be available to meet 

the claims of the depositors either m India oi outside India, when the 
company is to be wound up Is that go? — If we legislate and say that 
those deposits should be kept with the Government, over which there 
will be no lien In this way, the difficulty will be obviated 

1958 You want to make it clear by making a law 9 —Yes 

1959 ^Regarding transfei of shaies y 0 u say “a veiy wrong and aibitrary 
use, is made of it ,in the case of fully paid shaies ” Are jou awaie of 
many such eases 9 — Yes I do not say there may not be undesirable share- 
holders, but such cases are few Under the piesent rule power is given 
to the Dneetors to refuse to register tiansfei of shares They have got 
this powei to refuse the transtei without giving any reasons When they 
do not give any reasons, natuially nobody can go to the Couit , the Court 
cannot do anything m the matter Wo say that the Duectois may refuse 

5 the tiansfei, but they must give theu reasons for so doing This will 
give a chance to the shaie-holdeis to go to a Couit of Law and see 
whether the reasons given aie valid If the skaie-holdei is an undesnable 
person, he will natuially not go to the Couit I do not want to give 
names, but one of oui piomment members has suffered m this way with 
the result that his application foi transfer was rejected 

1960 In your wnften statement you propose the total abolition of this 
power in lespect of fully paid shaies, hut I think you now suggested that 
they can have powei, provided they giv e you leasons as to why the power 
was exercised m any case and after waids the aggrieved shaie-holder may 
fight out the mattei m a Court of Law Is it not 9 — That is a soit of 
compromise What we have suggested is nothing extraordinary The 
Impenal Bank of India Act does not authorise the lefusal of tiansfei 
of fully paid shares 

1961 We know the position of the Impenal Bank I am talking about 
the other banks 9 — Apart fiom the Imperial Bank I would draw, your 
attention to clause 20 of Table A of om Act winch does not say that the 
Directors have power to refuse the transfei of fully paid shares It is only 
the diaftsmen of the piesent Aiticles who have put m such a elapse 

1962 Mr Khaitan The general Articles of Association contain a clause 
that the company has a hen over the shares Do you considei it good 
or bad 9 — Bad We have taken objection to this clause also m the latter 
pait of our memoiandum 

1963 Mr Khaitan But you say that the hen is good m certain cases. 
I am just asking you m which cases it is good? — We say that theie should 
be a hen on, partly paid shares In that case it as good 

1964 Are you aw r are that Section 76 of the Canadian Bank Act says 
, “The Bank shall have a privileged hen, for any debt or liability for any 
l debt to the bank, on the shares of its own capital stock, and on any 
S unpaid dividends of the debtor or person liable, and mav deebne to affow 

mny transfei of the shares of such debtor or person until the debt is paid ” 
Y)o you see here that they have put this clause of lien 9 — Although we agreo 
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that in many lespects the Canadian Bank Act is fai advanced compared 
-to oui own Act, we do not particularly agiee with this poition o£ then' 
legislation 

1965 Sn Pm shotamdas Thalurclas Supposing it be piovided by them 
that no tiansfei of shaies could be refused by a bank, will this seire jour 
purpose’ — No, the Impenal Bank has changed that piactiee 

1966 Why’ — Because it is found that it is harmful to business 

1967 This was done by legislation’ — Yes, that is what I say But the 
Government is not anxious to make such a legislation We would also 
say that the bank should not giant loans on its own shaies 

1963 Chav man You lecommend that the gcneial foim of pioxy 
should be prohibited entirely Would not that deprive a laige number 
of share-holdeis who aie unable to be picsent at meetings of the opportunity 
to have then interests watched by accredited persons m cases m -which 
questions affecting such interests ciop up ? — In making this suggestion 
we have particularly m mind the case of the Managing Agents and 
Dnectors who usually take a soit of blank cheque from a large body of 
shaie-holdeis ovei whom thej have ceitam influence and use the pioxy p 
in any mannei they like Now when a man gives a pioxy foi a special 
meeting, he exactly knows what is going to happen theie, but heie m this 
case it is a caite blanche given for a veiy long period We wash to 
develop ]omt stock banking in oui countij on lenlly sound lines, and we 
do not like the idea of centering contiol m the hands of a small number 
of Directors 

1969 Does not the leal lemedy he then m imposing restrictions on 
shaie-holdeis and asking them to attend the meetings themselves? — Even 
m advanced countries like England, the shaie-holdeis aie not sufficiently 
educated m these matteis Haitley Witheis m Ins book on “Stocks and 
Shares” desenbes exactly rVhat an aveiage British share-holder happens 
to be As Justice Mai tin said m the Sholapui Bank case, “Legislation 
is necessaiy to protect the fools against their own folly sometimes” The 
majonty of the share-holdeis aie ignorant and I doubt whethei even after 
a century it will be possible to get them educated pioperly 

1970 Dr Hydcr Would you be m favoui of a measuie wdnch will 
enable pioxies to be renewable after a certain period of time? — We have 
no objection to the suggestion at all In legaia to these pioxies, different 
banks follow different practice 

1971 Mr Khaitan But, do you not think that a geneial power of 
attorney would be enough m these matteis? — I am sony that would not 
suffice Theie are two kinds of proxies, the one a geneial proxy and the 
other a special pioxy Geneial pioxy is a pioxy m which no time is fixed 
and which can be used at any meeting A special proxy is a proxy which 
has to be used at a particular meeting and very often there aie aiticle« 
which will show that beyond a particulai time the pioxy will not be valk 
Article 48 of the Westminister Bank fixes the limit of validity of a pros 
as three months, aiticle 56 of the Barclay’s Bank fixes it at 6 month: 
wfule almost all leading Indian banks have their penods of validity fixe 
at one year What we want is that this general proxy should be don 
away with Everybody will agree that a perfect form of proxy is a prox 
for one meeting Failing this, we suggest that the maximum period fc 
which a general proxy should be made valid should be 3 months 
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1972 Chairman In legaid to your suggestion for the examination of 
■hank accounts by some Government agency, it has been suggested that 
the loss of confidence by the public in banking institutions is due to past 
failuies and that the latter were mamfy due to laxity of banking law m 
seveial lespects, and that if the law is tightened up m various directions 
including the obligatory duties of the auditors, it is not necessary to 
appoint out side exammeis Have you anything to say on this sugges- 
tion 9 — First of all, oui difhcult\ is how the law is going to tighten up 
matter, because we are not quite sure about what legislative steps would 
be taken Anothei difficult's is that no amount of legislation will entirely 
prevent Duectois and Management from piaetismg those niegulanties 
which have led sexeial banks to go into liquidation Therefoie Govern- 
ment inspection is necessaiy Section 56 of the Canadian Banking 
legislation provides foi some sort of Government inspection of 
banks continuous]} and leport to Government wlienevei they find any 
megulaiit} In the case of Auditois and Public Accountants m India, the 
position is this, that owing +o the influence which the Dnectois and 
Managing Agents exeicise oxei them, m spite of then piotests against 
the Management m pnvate, they do not openly declaie it m then leports 
Then again theie is nothing m law which would compel a continuous 
audit, and jou cannot expect the bank auditors of well established big 
“banking institutions to go and examine these detailed accounts To 
obviate all this, it would be better if Government inspection is made of 
all banks as is done m Canada, subject of course to certain modifications 
m that law to suit the requirements of our countiy if need be As is done 
in Canada, a small tax could be levied on the capital of the concern to 
meet the cost of Government inspection 

1973 Dr Hyder So, is it youi point that Government inspection 
should be done over and above the usual auditing 9 — Yes 

1974 Chan man You suggest that 50 pei cent of the subscribed 
capital should be called up within a veai It has been suggested that m 
,ordei to pievent the giowth of mush-room banks a minimum amount of 

subscubed capital should also be prescribed Are you m favour of this 
suggestion 9 — We have thought over the problem veiy carefully 5 ’ ‘The 
modem banking tendency in advanced countries like England is to have 
large banks with laige numbeis of provincial and city branches, m other 
words having concentration m blanch banking This is of course an 
ideal thing that could be done, but the chief difficulty in regard to this 
wall be that seveial of the branches might not pay, with the result that 
it is bettei to stait small banks at such centies We also realise that 
•these small banks might be leally only mush-room growths To obviate 
this d’fficultx wc can fix ceitam fixed proportions m regaid to banks started 
at diffeient places accoidmg to the importance of the place 

1975 Chairman So then you would prescribe a minimum capital, but 
the amount of such minimum capital would vaiy with lefeience to the 
locality 9 — Yes 

1976 You suggest that representatives of depositor's should also find 
a place on the bank directorate as m the case of msuiance companies wdieie 
pohcs lioldcis have the right of appointing Dnectors Is theie reallv any 
necessity foi such representation and how would you piovide for it 9 — 
With legaid to the fust portion of the question, the necessity foi repre- 
sentation of depositors, according to us, seems to be veiy gieat, foi the 
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simple leason that m most cases the Bank’s capital is sometimes much 
less than its deposits, and theicfoie, if the shaie-holdois ha\e the solo 
voice m appointing the Dnectois, it seems to us it is lathei unfan to 
depositois We ieel that if a icpiesentaln c of the depositois is also on 
the Boaid of the Duectoiate, it will be bctlei for the depositois and will 
be m the mteiests of the deposits themsches 

1977 Mr Khcntan You have lefencd to the polio} -holdeis of Life 
Insurance Companies m this connection 'll oil know that m the case of 
pohc} -holdeis, the} aie peinianont mcmbeis oi the companv, but m the 
east of a bank the depositois ma\ be const anih changing T1 k\ mav 
change fiom veni to }C<u Would that make am ditTeience in \our mind 
about this pioposal’ — I quite see joui point, but ve have m mow the 
fixed depositors 

1978 Chan man You ha\e not }et .insweicd in} question full}, and 
if vou do so, possibly Mi Ivhaitan’s point will be answcicd ’ — At these 
annual geneial meetings, depositois who have got then deposits running 
foi a pened of one yeai or moic should ht\e a vote, sa} otic vote for 
eveiy Rs 1,000, but m all restricted to 10 votes per head, whatever the 
capital invested bj one depositor mav be 

1979 Mi Khaii an And is it >0111 point that these depositois should 
nominate one fiom among themselves to the Board? — Yes, they can do so 
if tile} like 

3980 How long befoie the annual meeting do -sou want the nomina- 
tions to be sent in? — That could be done by n legular motion with a 
fortnight's notice 

1981 And the bank will have to send notice of the meeting to its 
depositors at least another fortnight before that, is it not? — That is not 
necessaiy If the b}-laws mention this condition, it would do 

1982 Would not the bank have to prepare the list of depositors having 
a 12 months’ cunency of then deposits on the da> of the meeting? — That 
can easily be done and if the Articles of Association stipulate the rules, 
that would do 

1983 Chan man The general banking practice m this countrv is to 
have one year deposits’ — That is generally so 

1984 Now, you -see the majority of the deposits are for the year You 
want to hold 3 our annual general meeting m March It is not" an impos- 
sibility to find then that over 80 01 90 per cent of vour depositors have 
their accounts euirent then only for 6 months or so* Therefore )ou will 
see that y'oui leal point will not be gamed? — We do not mean depositors 
with the full cunency of 12 months still to run All those who hold fixed 
deposits on that da> with twelve months' cunencv at time of deposit 
may be entitled to vote 

1985 Can you tell me whether there is any country m the world which 
has such restrictions or piivileges as you refer to?— I do not know whether 
there rs any precedence for my suggestion, hut there is nothing wiong in 
making an ongmal suggestion piovided it ig sound 

1986 S 11 Hugh Codec Holding the views that you do, do vou not 
think that current depositois are also equally entitled to be included in your 
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suggestion? — We knew that such a question will be put to us, and we 
have consideied over the problem and find that cunent accounts being 
lealh a floating chaige, we find piaetical difficulties m giving them the 
power of vote 

1987 Dr Hydcr Is there not a diSeience between the case of those 
who entiust their deposits to a bank foi a penod and the case of those 
whose deposits may be diawn upon at any time? — That will be a veiy 
stiong argument m favoui of fixed depositois 

3988 Chairman Even that aigument w'ould apply against the fixed 
depositois as computed with the shaie-holdeis > — Yes, Sn Oui point is 
that the fixed depositoi has got a gieater stake than the shaie-holdei 

3989 Ei Hjdei’s point and, I believe, Mi Khai tan’s point also is 
that youi fixed depositor may be only a bud of passage? — Yes, it is quite 
possible 

1990 Have vou nnv idea as to what lepiesentation the depositois should 
hate as competed with the shaie-holders ? — We would keep at least one- 
third as lepiesentatives of depositors and two thirds as lepresentatives of 
share-holdeis 

3991 Theiefoie >ou admit that the interests of share-holdeis aie gieater 
than those of the depositois? — Yes 

1992 You suggest that banks should be statutonly piohibited fiom 
advancing loans on then own shaies directly or indirectly and add that 
there have been cases of abuses on this point Will you kindly explain 
what jou mean by indirect advances against the shaies? — Advances made 
on the stiength of a particular depositor’s amount of share B he holds in 
the bank Sometimes it so happens that m order to rig up the market 
a syndicate is formed with a view to buying from the maiket a certain 
number of shares of that particulai bank The bonk makes clean advances 
to the syndicate but the object of the syndicate is to buy the shares of 
that bank Even the Green Committee, appointed in England m con- 
nection with English Companies’ Act, refer to this form of manipulation 
m paragraph 30 of their report 

1993 You suggest that advances to an individual without security 
should be prohibited Would not this hamper business of clean loans to 
men of undoubted means and integrity, who would not have any dealings 
with a bank if required to give security foi the advances required by 
them? — We would like to amend that We would further suggest that 
advances to an individual without security should be strictly limited 

1994 Limited m v'hat way? — Limited to a certain amount 

1995 You mean monetary limit? — Yes It has been recommended by 
the Central Provinces Banking Committee in paragiaph 2128 of their 
lepoit, — “A limit should be fixed oi the amount which may be advanced to 
any single individual or to any single concern ” The hmit may be both 
absolute and also a proportion of the bank’s capital, whichevei is less 
This is, after all, only a legal enforcement of the well-known business 
dictum that it is unwise to have all one’s eggs m one basket Eoi stability 
and security of business the nsk must be distributed 

1996 Chairman But this does not refer to loans without secuntj 
According to the C P Committee’s recommendation, even if you were to 
offer security, there should be a limitation to the amount to be advanced 
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to a single individual? — Our point is tliat a fixed limit should be laid down 
and that no individual should be given a clean advance of more than one 
lakh If the individual is so well-to-do that he considers it vifra dig to 
deal with that bank, and if he is considered worthy of moie advance, 
theie is no leason why he should -not lia\e a friend to stand as a sort 
of surety for him 

1997 Seth Iiiiji Ahdoola Haroon You say that ad\ances to individuals 
without secunty should be prohibited Do you know that the system 
at present in Bombay, and mostly m Karachi, is that on demand notes 
or on liundis they take advances? — We are not awaie of it It may be 
prevalent in Karachi wheie you aie passing through abnormal conditions 

1998 Chairman We have been told that the svstem of giving clean 
ci edit to banks’ customers pievails in England to a much larger extent 
than is the case in this country Are you aware of it? — We are aware of 
it, and we know that this clean credit system is pievalent m countries 
where the directorate is moie lehablc and where clean advances are given 
to laige companies oi syndicates Consuleiing out countiy, wc thml; 
that some limit should be fixed in the case of clean advance" I hat is 
our opinion 

1999 You suggest that purchase of immovable pi open ty except for 
the bank’s use oi m realisation of its dues should be piohibited and that 
m the lattei case letention should only he allowed for the period essential 
for the lecovery ot the bank’s dues Are theie manv instances in which 
banks hold piopeities? If so, are they not shown m the balance-sheets 
and would it not be a mnttei for the shaie-holders to deal with at then 
annual meetings? — Geneially a numbei of banks which hold properties 
besides then business premises aie those that have bought pioperties 
which were pledged to them 

2000 Do you mean to say that they are compelled to buv them? — Yes, 
compelled to buv These hanks continue to hold these properties, m the 
hope th it the market will improve and that their prices mav appreciate, 
and it often happens that instead of those puces appreciating, they' sink 
down further Theiefoie we advocate that there should be some limit to 
the discretion vested in the Directors 

2001 Therefore, vou now want to modifv that recommendation to the 
extent vou mentioned m vom answer? — Yes 

2002 Sri Hugh Cache Y'ou saul that banks should he allowed to retain 
such pioperties onlv foi such penod as is essential to lecovcr the bank’s 
dues I would point out that this state of things may not nominlly 
arise 0 — No 

2008 Then you admit that it would not ho pioper to hold the propeitv 
till the bank’s du->s are iceoveied? — No In the mattei of holding 
and disposal of properties in the possession of the hank, flic shaie- 
bolders aie, so far as tlreorv is concerned masfeis of the whole 
situation, but m actual pi notice the\ are helpless Undei the 
Articles of the Association the Diieetors have unlimited disci etionaiv 
powers which m our opinion should he cm failed Wc know of vanous 
instances in which hanks have in then balance sheets, shown certain 
figmes which thev stoutlv refused to explain tc shme-liolders (Mr Kapndiaj 
1 once asked the Managing Dnecfoi of a bank how it was that, while in a 
particular year the bank’s properties stood at a certain figuie, the very 
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following yeai the same figure had gone up I asked him whether addi- 
tional properties had been acquired And he coolly replied that it was 
inexpedient in the mteiests of sliaie-holdeis to disclose the mfoimation 
Now, if we raise the same question at the Annual Meeting, the Chairman 
is certain to lepeat the same answei It is theiefore my contention that 
the very wide poweis now enjo\ed by the Dneetois should be limited 

200-i Chairman Mill not all these lestuctions that you contemplate, 
weaken the powei and tlieiefoie the efficiency of the management ? — No 
I will cite to you the case of Canada, wheie it is piovided that if ceitam 
pi op ei ties aie not disposed of within 7 yeais, they shall b e foifeited to 
-ELs Majesty the lung 

2005 Chav man That would be a good thing indeed 0 — (Piot Davai) 
Oui opinion is that the kind ot restrictions that we lecommend will increase" 
efficiency of management and oui opinion also is that indigenous and Indian' 
banking would develop much better foi the simple leason that those restric- 
tions would mspnc confidence among the imestmg public These lestnc- 
tions aie not to be applied only to Indian banks but to all foieign banks 
doing business m oui eountiy 

2006 Is it y oui intention that these restrictions should be applied to 
the indigenous banks as well as to all foieign banks'? — On leconsideiation, 
we do not think that these paiticulai lestuctions would apply to foieign 
banks 

(Mr Kapadia ) I know’ of ceitam instances wheie banks mciease their 
holdings of piemises and wheie the Managmg Dirceloi, when asked to 
explain ceitam items in his balance sheet, would lefuse to enlighten 
the sliaie-holdeis of the bank ou the ground of inexpediency and wdieie the 
Chauman would simply confiim the reply alieady given by the Managing 
Dnecto, My point is is it not the light of a sbaie-holdei to know whether 
the addition of any figures m the balance-sheet repiesents the acquisition 
of any r new pioperties? 

2007 Chanman Am I to understand that it is the piesent piactice 
among Indian joint stock banks not to give then share-holders oi any 
individual shaie-holdei mfoimation about details of an entry made m the 
lalance sheet 0 — Thev are extremely’ unwilling to give this mfoimation 
Oui cxpenence in Bombay’ has been pniticulaily unpleasant 

200S Mi Dcvadhar I should like to know’ wdiethei what \ou have 
told us happened at the annual meeting of share-holdeis? — (Mi Ixapadia) 
I am geneially m the habit of avoiding unpalatable things being discussed m 
an open public meeting I generally send a list of questions to the manag- 
ing duectoi, lie wntes back nnsweis to some, otheis he does not leplv to, 
then an appointment is made and still some questions aie not answered 
on the plea of inexpediency The Chanman mvanably endoises vhe 
managing director’s leply But, Sn, in the particular case to which I 
bare lefened, the managing duectoi prevailed upon me not to ask any 
questions at the public meeting and I therefoie made a declaration that 
in the mteiests of the bank I would not put the question So I did not 
put those questions at the open meeting but I asked foi mfoimation fiom 
the Managmg Director 

2009 Chairman Suiely that does not speak veiy Highly of vour 
solicitude on behalf of the shai e-holders m geneial 

2010 Chanman I am sonv to hear that you the Secietaiy of the 
Share-holders’ Association, should have been peisuaded m that instance 
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not to pursue the matter m the interests of the shate holders (Mr Davor 
and Mr Sin off) That is Mr Kapndm’s peisonal view, my Association 
has nothing to do with it 

2011 Sir Puishoinvtdas Thalurdas (to Mi Shioff and Mr Darni) Bo 
I understand that rou as icpresentatnes of the Association, would not 
endoise rvhat Mi Kapndia snrs m legal d to this 9 If rou aie not prepared 
to endoise the inference that Mr Kapndia. has diuwn fiorn the incident 
which he has lelated, much less can this Committee accept it 9 — (Mi 
Shroft and Prof Davar) We aie not acquainted with it 

2012 I am not talking about the accuracr or the innrcinacr of the 
incident Do rou endoise the general inference? — If rou mean the 
geneial experience of the share-holdci s, \es The general pi ictiu is that 
inconvenient questions are often asked and the questionei is informed 
that it is not expedient to make a statement, etc 

201 -5 Mi Dcvadhar Bo rou mean to suggest that it is the general 
spun of those who aie m eustodr of the capital of these concerns not to 
take the shaie-holdets aito then confidence Bo \ou think it would not 
be doing harm to the interests of the slune-holdcrs if the information weie 
not given at a public meeting, but the Chairman meoipoiatcd m ms 
speech some such information' — (Mi Shioff) r l he\ min if <he\ want to 
do it 

2014, Even piece of information is supposed to he placed before the 
auditois Is not information available to the audifoi which nvn not be 
available to n single shnie-holdei oi to a membci of the geneial public" — 
Thor must have seen ’t * 

2013 I mean if such <i piece of mfoimation wete leallr ralunble in the 
interests of the geneial shme-holders, the nudum s would ask t~ see it 9 — 
They might oi the\ might not We do not know am thing about it (Mi 
Davai added What is wanted in the mteiests not onl\ of banks but also 
o f Joint Stock Companies has been laid down lepeatedh , if is that them 
should tic as much disclosure as possible in the balance sheets and accounts 
and m the questions asked b\ the share-holders Pubhcitr is a check 
against am luegulaute) 

2010 Phan man 4 thought Mi Be\ ulliai s question was whether the 
details h ul not been placed before the auditors * 1 — The uiditois would 
certainh get rt if thee wanted it, and if tlieie was am nregulnrit\ it 
would He the dutv of the auditois to disclose it m the icpoil and bung 
it- to the notice of the slim e-holdois I have in mind the cases of the 
banks wheie the auditois ha\e got the mfoimation but bare not disclosed 
it, if the sbaie-holders want to know about it tliox should be given that 
mfoimation 

2017 Mr Dcvadhm What piotcction would sou pros ide fm these 
share-holdeis 9 — Disclosure as fai as possible 

2018 Without damaging the interests of the concern 9 — -Yes, we are 
protesting against abuse of the power given to the management 

2019 Would rou suggest am lemedr 9 — We hare no lemedv to suggest, 
bectuse the whole question aiose out of the Chairman s point as to win 
iher did not ask foi the mfoimation as shaio-holdeis it the meeting 

2020 Chan man \ou suggest that theie should be a pionsion that the 
mnual geneial meeting, to pas^ balance sheet, accounts etc must be held 
not onlr once m a ealendni real but not latei than twclre months fiom the 
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folding of the last annual general meeting instead of 15 months as at 
piesent piovided Will you explain what paiticular advantages you have 
m view 1 — To avoid the delay m the passing of the accounts We have 
reconsideied this question and w r e would like to say this If a meeting is 
compelled by legislation to be held within three months of the close of the 
financial ycai, all the difficulty wnuid be obviated Under oui piesent 
section, at least one meeting in eveiy year and not latei than 15 months 
from the last geneial meeting should be held An extiaoidmary meeting 
is a gmieial meeting and on that footing things have gone on in the past 
We expect all institutions to be fust class m efficiency and theiefoie within 
three months of the financial year it should be possible to hold this meet- 
ing 


2021 That would leally depend on how long the auditors would take 
to certify the balance sheet? — Most of the banks have what is called con- 
tinuous audit and I should think it is veiy dangeious to have penodical 
audits, w'hich mean certainly a sort of cuisoiy examination of accounts 
m which auditois have no time to go into details 

Sir Hugh Cochc You realise that Indian banks may stait blanches 
overseas? If Indian banks have branches oveiseas, theie will be the diffi- 
culty of their balance sheets coming within three months’ time? — We do 
not see any such difficulty 

2023 Three months ought to be ample? — Generally balances aie tele- 
graphed, but there should be ample time for accounts to come m 

2024 Clianman You were dealing with banks which have this svstem 
of continuous audit, but in the case of smallei banks, not at the Presidency 
centres oi piovmcial capitals, do these also have continuous audit? — It 
is not compulsoiy to ha\e it undei the piesent law r and therefore they do 
not have it 

2025 Sn Hugh Cache What would happen if the audit w r eie to take 
.place at the end of the veai oi half-rear? — It is impossible to examine, say 
the six months’ transactions of a bank v'lthm a few days 

2026 Clianman The Committee will consider the mrbtei As legaids 
the lav lequmng that meetings by requisitions c c m be called by the holdeis 
of not less than 1/lOtli of the issued shaie capital of the bank you 
suggest that this proportion should be substantially l educed What 
specific pioposal would you make m this behalf? — We would put it at 
l/20tli We have stated our leason m the memoiandum India is a 
country of distances and if the share-holdeis are scattered all over the place, 
it is not veiy easy to get a requisition of 1 /10th Theie aie cases wheie 
.there are other piactical difficulties 

2027 You state that experience has shown that employees of the bank 
are sometimes used as nominees to attend banks’’ meetings and to vote 
under the garb of shaie-hoMeis and you suggest that this should be 
stopped Is this a common piactice with banks? — I should not six it io 
a common piactice, but it is followed m some cases It is very difficult 
to pi ore that this piactice is followed It is on principle that u r e attack 
the svstem that bank employees should not come to the meeting and rote 
and make noise and prevent people from speaking, because they have to 
do it m cidei to please the managci We aie fortified m that experience 
foy even the Canadian Act which we have repeatedly quoted Under 
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manage) , cleilc or otliei subordinate officei of the bank shall vote eifchei m 
peison 01 by pioxy, oi hold a pioxy for the puipose of voting ’’ It is a 
veiy wholesome mstiuetion 

2028 Mr Khaitan It may be the Canadian law, but what do you 1 
think of the piesent feeling m the w'oild? The best sy stem of a pint stock 
company is that its employees should be shaie-holdeis m that concern? — 
Yes, that, is fiom a difieient standpoint, namely that we do not want to 
discouiage an employee fiom holding shaies, the idea being that it would 
be an incentive to Him to do his best foi the bank to mfluenee business, 
because he wnuld sliaie m the dividend Oui objection is to the employee 
voting 

2029 If an employee is a shaie-holdei, you would not pi event him from 
attending a meeting of the bank? — At least we would pi event; him iiom 
\otmg I do not deny that logically youi aigument has some foice It 
is a theoietical pioblem and logically quite sound, but looking at the 
piaetical side of it, theie is a difficulty and we find that oui expenence has 
a soit ot suppoit m the Canadian Act 

2000 You gave voui full blessing to the co-opeiative movement and 
this is one of the side issues of the co-opeiative movement? — I do not 
see wheif the paiallel is between the two The co-opeiative movement 
has a difieient foundation altogethei 

2033 It is a national development of the spmt of co-opeiat-ion fhat the 
employeis and w'oikeis m a concern should be shaie-holdeis m that con- 
eem? — I would ceitamly suppoit it so fai as the co-opeiativd movement 
is concerned, but it cannot be mixed up woth what we have to considei in. 
the case of joint stock banking, which is a puiely propnetaiy 7 concern, 
managed by quite a difieient set of individuals than the piopnetois 

2032 Mi Devadlun Do you mean to suggest by way of leply to 
Mi Ivhaitan that it is something like the co-paitneiskip system? — I said 
it was quite distinct 

2033 The puncipal idea being to make profits — I'es 

2034 Chairman At piesent sbare-holdeis of a bank holding l/5th of 
the shaies issued can apply to the local Government foi investigation by 
mspectois You suggest that this piopoition should be xeduced to l/10th 
It has been suggested that to avoid abuses of such pow r er some penalty 
should be piovided foi fnvolous applications What aie youi view's on 
the subject? Ha\ e you any special penalties to suggest? — We submit that 
undei the piesent law the safeguaid w r hich is piovided foi undei that 
particulai section is quite ample If a numbei of shaie-holdeis lequisition 
an inspection, they have to deposit a ceitam amount of money tow r aids 
the cost of inspection If the inspection pioves to be fiuitful, the money 
is letmned and paid out of the companv’s assets, if not, the expenses will 
be paid out of the deposit So we submit this is a sufficient detenent to 
share-holders foi making a fnvolous application In fact we do not know 
of a single case wdieie a petition by shaie-holdeis holding l/5th of the 
shaies has been made 

2035 Would it not be at least peimissible to hold that if such a case 
had ansen lequmng action undei that particulai section of the Act, share 
hnideis holding l/5th of the shares would have come fonvard and presented' 
a petition? I am afiaid we cannot take that assumption, considering that 
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theie have been man} failuies lecently It is tiue that a small numbei 
of shaie-holders who aie active want to take some action, but it will be 
vexy difficult foi them to get an application by l/5tli, but if it is made 
I/10th they might get an application and peihaps it would be to the 
advantage of out concerns 

2036 Sit Pwshotamdas Thaluidas Do \ou know of any case wheie 
an effoit was made to get a petition fiom sliaie-lioldeis holding l/5tk of 
the shares? — I do not know, but l/5th I am told is a veiy big number 
to get at It can only be got m veiy prominent cases, wheie theie has 
been much agitation By loweimg the piopoition, I am leally not making 
it easy foi busy bodies to debase an institution which is noimally veil 
woiking We aie not staitmg with the piesumption that every institution 
is like!} to be badly managed 

2037 But has an effoit been made and has it shown what propoition- 
shaie-holders can gel, l/3id oi l/6th oi 1/Sth oi 1/ 10th 9 — Supposing one 
knows m his mind that it is impossible to get such a proportion, Ihen he 
would uevei attempt With legard to the othei point that l/10th might 
bung m an nndesnably laige numbei of applications, m ease of a sound 
institution an msjiection would peihaps impiove its position 

2038 Ultimately ?• — Yes 

2039 In the beginning, do you know what effect it wall have ? — In the- 
begiimmg of couise, there will be a ceitam amount of neivousness, but we- 
assume that l/10th will not go to the length of depositing costs and asking 
for lcquisition only foi the sake of spite oi some other personal guevance 

2010 What I w anted to know w 7 as whether any effoit w r as made at all 0 — 
blot to oui knowledge (Mi Kapadia Decently I got up a lequisition made 
and we succeeded in bunging the Management to a piopei fiame of mind 
with the lesult that the Management agreed to take upon the Board the 
Ducetors vdiom we wanted to be taken up and they also agieed to give 
us the inspection of the books and documents of the company) 

2041 Chairman You managed to have a requisition signed by l/5th? — 
By one-tenth It was not a banking company, it was an oidmaiy joint 
stock company In that case we would not have been able to secuie 
1 /5th 

2042 You suggest that the Chairman of the Board of Directors of a 
bank should not he allowed to act in that capacitv for moie than three 
years without re-election by the company m Geneial Meeting at the end of 
that peued Will you please explain the leasons foi altering the piesent 
piaetice 0 Aie the legal position and practice m India diffeient fiom those 
obtaining m England and if so will you please elucidate the points of" 
diffeience ? — Tiie main object is that a single man should not have control 
of a bank and that every 7 thiee vears the shaie-holders should be given a 
sort ot option oi chance of le-electmg him oi substituting another for the 
man who has become thoroughly unpopular for reasons of his own 
Undei the piesent system they may neva get a chance of removing the 
Chauman because he is appointed by the Dueetois 

2043 Thev still have the powei of selecting the Directors? — Under the 
aiticles the Directors letire by lotatron, not under the Act Undei the 
Act if one is appointed, he can lemam foi life It is the article which says 
that m case of bankruptcy, luuacj , criminal conviction etc, a Director: 
may retire 
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2044 Are not the Directors elected eveiy veai ? — No Not all 

Sn Purshotamclas Thalvrdas Does not the Act lay down anything?— 
No, it is very foitunate that we have the ai tides vhich enable Duectors to 
retire b^ lotation 

2045 Theiefoie is it a case of once a Dnectoi always a Dnectoi? — -Yes 
It you had no piovision m the aiticles, you could not lemoAe a Dnectoi 
undei an,) circumstances Eien by the rotation anangement, the position 
is not quite satisfactory 

2040 It is bj me le convention that you have got this clause in die 
aiticles — Yes. 

2047 Chairman You propose a restriction m the case of the Chairman, 
but none in the case of the Directoi s? — We have on page 15 of oui 
memoiandum, clause (8), said “the removal of a Dnectoi bv shaie-holdeis 
should be made as easy as possible ” 

2048 In clause (9j you say “all dnectoi s of a bmlc should ictne at 
the statutou meeting, oftenng themselves to be lc-elected if thev so 
desire ” That is leally yom lestucbion m the case of the Diiector? — Yes 

2049 Mi Khaitan At all subsequent oidmaiy meetings 3/4tlis of the 
Directois should compulsonly letire? — We say that “ A\ r e aie of opinion th at 
on ceitain specific points the lights and obligations of bank dnectois so 
far as banking companies are concerned must be stnctly defined by law 
and not left to the discietion of the diaftsmen of the aiticles who are 
genoially cieatuies of the Boaid of a company or its promoters” Having 
enunciated the geneial principle, w r e shall lay befoie the Committee certain 
aspects in lelation to the conduct and proceedings of the Board of DnectoiS 
and then make suggestions In connection wntli this, I would like to 
draw' attention to para 43 of the Note appended to the Madras Committee’s 
ueport by Mi Thomas In that paragiaph Mi Thomas has pointed out 
that it is necessary that statutoiy piovisions should be mseiled m legaid 
to the conduct and proceedings of a Boaid 

2050 Chairman Aie a on aw ate of any otliei countiy, England oi, say, 
Ameijca oi Japan wlieie restrictions like the one you piopose to intioduce 
m India aie m foice? — Yes, 1 would lefei you to sub-section 4 of section 30 
of the Canadian Act That sub-section says “If the obieot of the special 
geneial meeting is to considei the lemoval foi mal-admmistiation oi other 
specified and appaiently just cause, of the piesident oi a a ice-pi esident, 
oi of a directoi of the bank, and if a majonty of the Aotes of the shaie- 
holdeis at the meeting is given foi such lemoval, a directoi to leplace him 
shall be elected oi appointed m the mannei provided bv the by’-laws of the 
bank, oi, if there are no by -law's piondmg theiefoi, by- the sliaie-holders at 
the meeting v 

2051 That is not on the lines you piopose Theie the point is that if 
the shaie-holdeis find that the conduct of the piesident has not been satis- 
factoiv, they have a meeting to lemove him, but here a ou Avant a change 
to be made automatically eveiv three yeais? — The sole object of le-election 
bA’ lotation is to bung the Chanman Autlnn the contiol of the shaie-holdeis 
The punnple of the passage I lead out to a t ou iiom the Canadian Act is 
to bung m the election of the Chanman undei the control of the shaie- 
holdeis ctnd we haAe also a similai object, m , if w'e find that the Chanman 
is not a fit pei son, w ho should have poAvei to chuck him off at least at the 
end of thiee years 
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2052 But the suggestion which jou propose is perhaps moie ngid than 
the one which finds a place m the law of Canada? — If I maj say so, it 
is lesa ngid, because m Canada the president can at anj moment be chuck- 
ed off and theie is nothing like the 3/4ths majority Bv a baie 
majority the share-holders present can chuck off then president, -vice- 
president or director at am time oi the veai, wlreieas all we want heie 
is tint at the time of his ictnement atlei thiec \eais, he may be chucked 
off It is therefore less ngid 

2053 Mr Khaiiun In India these things aie not governed b\ 3/4th 
majority ? — (Mr Ivapadia) Under section 78 of the Indian Companies’ Act 
share-holders can give a requisition for holding a meeting On such re- 
quisition the Directors wall have to convene an extraordinary meeting and 
the resolution that will be passed at the extraordinary meeting wall require 
the 3 /4th majontv because articles generally provide for an extraordinary 
resolution for lcmovmg a Director and sometimes a special resolution 
Section 13, sub-section (4) of the Canadian Act lays down “that if a 
•chairman or vice-chairman for mal-admimstration or specific or apparently 
just cause” These are the words used The lemedy we have suggested 
is that there should be an election held even three vears That will give 
an opportunity to the share-holders to elect and le-elect the chairman, if 
they choose That wall be a sort of check on the chairman But it is 
purte absuid that a person who has lost confidence of the share-holders 
should sit there as a chairman 

2051 Sti Purshotamda s Thahitrdas Is theie no retirement bv rota- 
tion *> — Yes, they do retire, but the point is the retirement comes after 
a long interval and during that period if the majority of the share-holders 
lost confidence m him, they cannot do anything m the matter The 
Articles do not piovide for Ins removal, and nobody can do so 

2055 Mr hhailan I am doubtful about what vou say A ceitam 
meeting is held which is an extiaordmaiy meeting It is tiue But I do 
not undo stand liow a resolution passed at this meeting is an exfciaouhnai v 
•resolution 9 — (Mr Ivapadia) I will explain to vou A resolution passed 
at the extiaoidinaiv meeting with a 3/4th major i tv is an extiaoidmary re- 
solution That is to say, you put m a requisition to convene an evtra- 
ordniniv meeting That meeting is convened and the resolution is passed 
The B/4ths majoritv is required because of the aiticles I admit 
that it does not mean that every resolution passed at the extiaoidmary, 
meeting is an evtiaoulmary resolution An oidmarv resolution can also he 
passed 

2056 Mr Devadhar Do you mean to say that the 3/4th majority is 
lequned for the change of office-beaieis? — (Prof Davar) Yes Generallv 
under the articles m the case of Dnedontes Theie aie ceitam cases that 
mav fall under the Companies’ Act and flieie aie ceitam cases that may 
come under the Ai tides of Association 

2057 In connection with the share-holdeis, if there is the 3/4th majonty, 
can ihev change the pohev 9 — What is wanted is this Suppose we wane 
io alier the Aiticles wc have got to do it bv a special resolution and if we 
want to change the object then we have to have it done bv a special ieso- 
lutnn which requues the sanction of the Couit 

2058 Mv question is vhcthei you think the 8/4th majontv is necessaiv 
or not 9 — Peisonallv, I think there should be a simple majontv I say this 
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bccaus 3 the Ai tides aie ongmally diafted by the Dnectois and the share- 
holder do not get a chance to alter them Therefore, I say if the sliare 
holdeis feel that paiticulai sections in the Ai tides aie oppressive, they 
should certainly get a chance to change them 

2050 Mr Khaitan When you suggest that a bale majority should be 
allowed to change the Ai tides of Association, do you realise the danger 
that it involves? — I do not see rvhat dangeious thongs the share-holders can 
do theie 

2060 These aie the Ai tides of Association laying down different lights 
io different classes of shaie-holdeis 7 — If you think that the lights of pie- 
feiential share-holdeis wall be alteied, you should lay down that these rights 
should not be alteied Theie is a sepaiate agieement always made by 
w'hicn these piefeientral lights are given 

2001 Torn aigument becomes fallacious heie The lights of piefciential 
shai e-holders are given m the Aiticles and if a light is given to the share- 
holders to altei the Articles o± Association by a bale majonty, that part 
of the Aiticles which gives lights to the pieferential shaie-holdeis may either 
be deleted oi altered What do you think? — Those lights can be piotected 
as is being often done bj mseiting lestuctions in the memorandum 

2062 ITow r ? If -sou advocate that the Aiticles of Association can be 
alteiel by a bare majonty, would you add a safeguard that the Couit must 
appiove of the alteiations 0 — Yes, I w r ould suggest this In view of this 
discussion I would point out the miehmeiy provided by the Canadian Act. 
It has laid dowm m section 18 ceitam impoitant regulations which govern the 
internal management of a bank Then m connection with ceitam specific 
items such as pow-eis of dnectois, duty of director, their powei to bonow, 
voting and othei things, they hare laid down regulations They have taken 
out the powei from the hands of the piomoteis At the fiist meeting of 
the shaie-holders all tire points and suggestions will have to be placed 
befoie that meeting who, with simple majouty, shall decide these points. 
That would be a veiy good precedent to quote and to be borne m mind 

2063 Giving that paiticulai power to one paiticulai meeting is quite 
diffeient from giving a geneial p.rvver to altei the Aiticle? — Tire powers of 
shaie-holdeis undei the Canadian Act aie not confined to one meeting only. 
They are competent to hold meetings and alter the bye-law s from time to 
time 

2064 Chairman In any w*ay, von have not made a specific proposal 
m youi memoiandum that the powei should be given to shai e-holders to 
alter the Articles of Association at a later meeting 15y a baie majonty? — 
No, that has come out of the present discussion 

2065 It is not a deliberate pioposal? — We had an oppoitunity of d.s- 
cussmg that question, and tlieiefore that pioposal has arisen If we w r ere 
to include all these things m oui memoiandum, it rvould have gone very 
bulky 

2066 Is it youi pioposal that this should be also taken into considera- 
tion, even though it lias not foimed pait ot youi memoiandum? — No I 
would not piess for it if you think that it should have been set out m the 
memorandum 

2067 I ou also suggest that peisons appointed as dnectois should not 
be connected as dnectois with moie than a specified numbei of com- 
panies \A hat numbei would you suggest? — Ten oi fifteen at the most- 
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I Bay a duectoi who wants to do w ork on more companies, will not be able 
to do so 

2068 So, 30111 pioposal is that one dnector should be allowed to be a 
.dnector on ten 01 fifteen companies? — -The leason is that however clever 
a gentleman may be and however expenenced he may be, still he will 
not be able to do efficient work foi moie than a certain number of con- 
cerns What we want is that a gentleman who is a dnectoi of a com- 
pany should be able to give his attention to the work 

2069 Does this suggestion find a place in the Canadian Act?-— No 

2070 That piactically enables me to bung out my point A particular 
gentleman may be able to Imanage the dnectoi ship of fifteen companies 
anothei may not be able to do it Once you impose a lestuction of limita- 
tion, you must mention some specific nurnbei ? — I say ten 

2071 Theie aie men and men Some maj be able to manage ten and 
otheis may not Theiefoie, it is a mattei which cannot be efficiently 
dealt with by legislation? — You can lay dowm the standaid of an aveiage 
gentleman Theie should be made a distinction between a first-class man 
and second-class man 

, 2072 So, you want legislation for fust-class and second-class men 0 — 

Some standaid must be laid down If w r e do not put down a limit, one 
pei son may be a dnector on 100 companies oi mills I want this limit 
because all the duectors aie not piofessional dnectors l't is their part 
time w r ork 

2073 I follow your point of view I am simply placing the piactical 
■aspect of the case It seems to me that things of this sort can onlv be 
settled properly and nghtly by the good sense and the character of the 
gentlemen who undertake these duties of directors If on the othei hand 
you look at the question fio'm the widei point of view, I think no amount 
of legislation can help the mattei? — Our experience is that a gentleman 
who is not able to work as such on a ceitam nurnbei of companies, still 
accepts the dnectorship I therefore say that there should be some limit 
It is bettei to have some safeguard lafhei than have no safeguaid at all 
This w r ould be a safeguaid up to ceitam extent 

2074 How' to lay down a standard of first-class and second-class men 0 — 
Maxiinum can be always amved at 

2075 Suppose w r e put it down as 20 If that is the standaid of a first 
-class man, what about otheis You have aheady said that all dnectoi s 
are not first-class men? — What I say is that a fiist class man should be 
allowed to take a laigei number of dnectorships By fixing a certain 
limit, no haim will be done If you look to the directorate of the registered 
companies m Boinbav, you will find that there are directois who are 
on 30 oi 40 companies In such cases how is it possible foi a diieeto*. 
holding 30 oi 40 directorships to have full knowledge of the woilc of those 
concerns It is bettei to have some limit than lo give them a free hand 

2076 Mv point is that black sheep aie bound to be evei\wlieie, but at 
least I hold that a gentleman who takes the responsibility of being a dnector 
of a company or a bank will not take moie work than he can do? — We 
take it that all the dne'etors aie honourable men But I sav some of them 
may" be first-class men, but^peihaps they mav not have the capacity of 
wvoikmg owing to bad health and still they would accept the directorship 
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2077 Theiefoie, they are the black sheep However, we have dis- 
cussed this point fully and I do not wish to pursue it any more 

2078 Mr Khaitan As you are asking foi a general legislation for 
hxin" the limit loi the dnectoiship, I would like to ask you this Tate tile 
case°of Andiew Yule & Company m Calcutta They have got 50 or 60 
concerns under them Would you object to Mi Thomas Cato of that 
Compam being the dnectoi of all these concerns >■ — Ceitamly One man 
should not be on 50 oi 60 companies 

2079 Chapman Is it not desirable that the head of the firm should 
be m the know of the company business ? — He is not expected to look after 
all the departments 

2080 Is it not necessaiy foi bairn to be m the dnectoi ace foi the proper 
contiol of all those concerns’ — I say he cannot work theie efficiently 

2081 Mi Khaitan I will put to you anothei case You know that in, 
many companies sohcitois aie appointed as directois If there is a com- 
petent solicitor and he has got 100 clients, m that case, -would you object 
to Ins accepting the dnectoiship on the companies of his 100 clients'-’ — -My 
opinion is that solicitors should not accept directoiship He is a lawyer. 
We have mentioned m oui statement that the dnectors should not hold 
places with the object of making profits Under this suggestion the 
solicitor should not be appointed a director, because he is making profit* 
by getting his fees 

2082 Chav man You also suggest that a director of a bank should nob 
be allowed to act as a director of another bank Would you apply this 
restriction to all classes of banks? Would you have any objection to a- 
director of a joint stock bank being the director of a co-operative bank? — 
No 

2083 You have suggested that the removal of a director by share- 
holders should be made as easy as possible and that no director of a bank 
should be permitted to resign befoie the statutory meeting at -which he 
should be present to give such explanation as may be required ot him 
Ho you not think that such provisions would lender it difficult to get 
qualified persons to accept the office of directors? — We do not think so. 
Because if a director is leally a good director, he has nothing to fear of the 
share-holders 

2084 Chairman You state that the mode of valuation of securities- 
laid down by the statutoiy form is too elastic with the lesult that invest- 
ments are shown m some cases at a valuation which may neither ne the 
cost nor the market value, and you refer to instances in which appreciation 
m the market puces of investment was taken to profits before they had 
been actually realised Is it your contention that until tbe securities are 
sold they should be held at cost price? Do voui want to apply this rule to 
investments that have depieciated m value? — The cardinal rule which we 
recommend and which I understand is the best-known rule m accountancy 

to value investments at cost or market price whichever is lower, and 
that is a fiist-class accountancy rule 

2085 As regards tbe winding u.p proceedings you refer to a case m 
which conditions were laid down depriving liquidators of power ordmanlv 
vested m them and suggest that such restnctiohs on the rights and liberties- 
of liquidators should be made null and void in law Will you kindly 
explain this point more fully indicating wEat the present legal position: 
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is? — We had m mind the lecent case Shams-idam ts Talas UnfoitU- 
nateh I am not quite prepared with all the facts and figuies to give am 
off-hand iepl\ to the question at present If is an obifci dicta of the Privy 
Council that cui (ailing the liquidator’s powers bj this resolution would 
be undesnable If >ou so desne, 1 shall submit another memorandum rn 
iepl\ lo \oui piesem question gning all facts and other relevant matteis 

20 SG As legai ds Banking Education \ou suggest that some method 
should be devised h\ wluclr foreign exchange banks should be leqmred to 
gi\e f icihties to Indian sehokn& such ns those given b\ indigenous ]omt 
stock banks and In the Iinpuial Bank Will \ou please" specify the facili- 
ties given In thesi bunks > Can \<>u gne an\ piecedcnt foi such a sugges- 
tion 1 Considenng that (lie exchange b nks ue pm ate institutions, aould 
\ ou compel them to gne tunning to \outh% whose scivices <hcv mas not 
lequuf 1 — Dealing fust with the Indian 30111 * stock banks, both the Bank 
of Jndta and the Cential Bank of Ind a aie fiu'h adnuiting cppienf’ces 
studs mg foi the Diploma of the Institute 01 Bankets London exanmnat’on 
as well «ts foi exam, nation in India, because no one can sit for these exami- 
nations until lit* has finished a course of piecticnl Laming along with his 
theoretic d studies So that whit happens w that side b\ side with their 
com so of Burning m bulks t he x attend lectures duiing the mornings and 
e\onmg« So far as I know, the Bank of India gcneialh pajs for these 
appi entices and the lattca get furthn encouiagement in the shape of 
bonuses e\ei\ \ cat ns tliex piss out then examinations, which practically 
help*, them to meet then own expenses of btudv In the case of tho 
Cential Bank tho\ also take apprentices and as n mnttei cf fact they were 
running their own training classes As soon ns these imen ha\e been 
sufficient!) tinincd, tlic\ me mosth emplo\ed m their ow r n institutions 

2087 So then is it rout point that the Cential Bank and the Bank of 

Tndia do take 111 c\eu unpaid appi entices niespcctive of the fact whether 

fhev will he able to proude for them jobs in then institutions, but they do 
it pnmnrih with the point of new of providing them with facilities to get 
then diploma* 1 — Yes Coming now to the Imperial Bank of India, they, 
bate got a ven well-chalked out sche&ne of taking of probationers 

2088 But then the point is this that thev take in only those whom 

they ultimately absorb m the bank The) do not take m outsiders? — lhatr 
is true The Bank of India also does the same 

2080 Therefore then m the case of the Imperial Bank and also the 

Bank of India the intake of these men is rcstneted to the number of men 
they can absorb in their service >■ — Yes But m the case of the Central 
Bank they do not make that restriction That is my experience 

2090 What do you want the Exchange Banks to do 9 Do you want 
them to follow the policv adopted b\ tho Impel lal Bank and the Bank 
of India, ?c, to take a certain numbei of piobntioneis for training whom 
fhe\ could ultunateh absorb m then institutions or do you want them 
meieh to give facilities to )oung men for training so that they can secure 
the diploma from the Institute of Bankeis 9 — We are more interested in 
training in the Exchange business There are no Indian banks at present, 
except the Central Bank to a small extent which do foreign exchange 
business It would be bettei if our young men could he trained in these 
institutions so that they can learn the foreign exchange business We 
W'ould of course like the Exchange Banks to throw open their doors to 
Indians being trained and employed m then service At any rate what" 
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desne is that the Exchange banks should aftaid facilities foi the train- 
ee 0 { Indians in foreign exchange business so that we may have oui own 
staff for staitmg foreign exchange business 

2091 Then what will happen to these youths who aie tiained iu 
exchange business until Indian banks aie foimed and begin to do exchange 

business? They will get the diploma of the Institute of Bankeis which 

as an all-iound diploma and so thev can take service m am bank 

2092 You know the Government of India staited a School of Mine 5- 
.at Dhanbad and spent a consideiable sum of money m Gaming young 

men Then when the students passed out and got the diploma the Gobble 
aiose as to how thev could be suitably efcnploved The lesult was that 
admissions fell off lapidlv The point that I theiefoic want to know 
as how to find suitable emplovment foi these }oung men whom vou want 
to be t lamed in the Exchange Banks?— If you think of unemployment 
and ov ei-ciow ding I might say theie will he none I sa\ this out of irny 
30 veais of teaching expenencc I find that tlio Impeti.il Bank of India 
ovei and above the piobationeis that the} take, aiso lecnut a Luge numbrt 
ot cleiks fiom those who have taken the diploma of the Institute of 
Banket s 

2093 But will these voung men who have had specialised tunning be 
satisfied bv clencal jobs? I put this question to vou because a theoieticni 
expert told us that a vvell-tiamed Indian voutli with practical and tlieoieti- 
cal knowledge of hanking gamed in England and who had special qualifica- 
tions failed to secuie a piopei job m a hank in this countn — I have no 

'knowledge of such a state of affans 

2094 Anvhovv, we will leave the mattei at that It is a mnttei of 
opinion 

2095 Dr Hydci I find fiom voui memorandum that vou lav stress 
on two fundamental punciples Theie 'should be confidence and there 
should be publicitv Apait from othei considerations, I wish to ask }OU 
whetbei }Ou can transfei confidence bv legislation 0 — Oui point is that 
where confidence is non-existant we could eonsideiabh nnpiove upon n 
and cieate confidence, c g , take the case of the inspection of bank accounts 
■by Government which we have suggested (as l* done in Canada) bv the 
Inspectoi General of Accounts and his assistants, it would cieate confidence 
because theie wall not be so mam bank failures m the futuie 

2096 In regaid to voui suggestion of having an Industiml Bank I note 
that you would piefei to name the concern an Industnal CoipoiaGon 
Would vou like the Government guaiantce to be limited to a penod of 
veais oi vou want the guaiantee to be indefinite 0 — I would not dogmatise 

'on that, but I think guaiantee would be necessaiv foi a limited number 
-of yeais m the eailv stage of the woilnng of the companv 

2097 "Would vou put it at 5, 10 oi 20 }eais° — I mav put it at 20 veais 

2098 I put vou this question because I wanted to have voui opinion 
m this mattei, as we have alwavs been, told that Government guaiantee 
should be foi an indefinite penod 

£ ^ >uis ^ l0 ^ am ^ as Thahwda’t Bo vou mean to imply that even 

if the Bank cannot go on without Government guaiantee at the end of that 
penod, vou would not mind? — But if the Government sruaiantee is still 
iound necessaiv then it should be continued 
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2100 To that extent, therefore, you wish to modify your answer to 
Dr Hyder? — That is why I sa d that I would not dogmatise on this point 

2101 Then you say that the Government guaiantee should be extended 
only if the bank w r orked successfully? — Yes But what is the guarantee 
that you contemplate 9 

2102 Chairman But what guarantee is it that you are thinking cf 9 — 
Guaiantee of interest on the debentures On re-considei ation we do not 
think any li'mit should be placed on the guaiantee as we find practical 
difficulties in the mattei 

2103 Then is it youi point that even if a bank is not woikmg success- 
full}', the taxpayer should be indefinitely committed to a guarantee? — To 
•some extent the ta\pa}er should be piepared for a sacrifice if necessary 
m the advancement of the general mteiests of the countn m the growth 
of its industries Moreover there is a piaetical difficulty Supposing for 
example an Industrial Bank finances several industries like the non and 
steel industry, the cotton mdustrj and so on, it wall depend on the number 
of }ears the business takes to become a paying concern Bo then, jou 
cannot lestnct the number of years that the Government guarantee should 
last After all, we bclie\e that it wall only be a remote contingency for a 
properly managed industrial bank to fail if worked on sound lines Ys an 
extreme case, if the bank is not working well, a pronsiou might be made 
for Government winding up the business of lire bank after a reasonable 
trial 

2104 Apparently }our idea is ba=ed on the arrangement 111 foioe m 
Japan where the principle of indefinite guarantee is in force 9 — It will have 
to be indefinite of course with certain reservations 

2105 Therefore, it seems to Ime that you gentlemen have not really 
bestowed much thought on this suggestion and theiefore I would not pursue 
it fuitlier 9 — -We hold our definite opinion that the guaiantee should be 
indefinite with certain reservations 

2106 Chairman You say that the Industrial Bank should finance the 
Iron and Steel Industry which may take 50 year-, to earn profits There- 
fore is it youi intention that until the industry cams profits the Industrial 
Bank should go on advancing monev without charging pioper interest? — 
No, that is not the intention 

2107 Mr Lamonrf In paragraph 3 of your memorandum you say, — 
J ‘We aie of opinion that banks should ad%ance moneys freely on the 
securit} of liquid assets so long as these assets are m themselves enough 
•tr constitute sufficient secunty m all respects without insisting upon the 
signature of the managing agents as collateral security ” YVhat change do 
you propose 9 — Pledging of assets 

2108 In paragraph 4, you say, — “Though the goods are \n tually hypo- 
thecated, the transaction lemains a secret ’’ Do you mean hypothecated 
or pledged 9 — Pledged on the warrant 

2109 Sir Hugh Cocho In paragraph 39 of youi memorandum ycai 
say, — “The affairs of ceitain banks have bi ought to light the fact that the 
auditors have often passed over important matteis wh ch they should nave 
brought to the notice of share-holders ” And then you give 5 instances 
May I ask bow those points came to your notice as an Association 9 Arc 
they from defunct banks or are they from existing banks? — These have 
mostly been taken from companies that have gone mio liquidation 

Vol. Ill Q 
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9 H 0 in the same paiagiaph you state that auditors ‘ should state- 
whether the securities held against loans fully cover in each case the value 
of the loans and whether any of the assets of the bank have been written 
up for any purpose whatever” I suggest that the balance sheet 
already prescribed gives that infortmation, because it lequues loans fully 
seemed to be sepaiated from those ybich are not secuied Therefore I 
put it to you that Form F, as it stands at present, is quite satisfactory 
TkeiefoieNvliat moie do you want’ — That is all \eiy veil What we want 
is more specific information in the balance sheet and the auditois’ certificate 
m connection with various assets 

2111 In paragraph -dl of youi memorandum, you refer to a certain 

decision of the High Couit legaiding doubtful debts according to 

which doubtful debts should be shown even though they aie fully provided 
foi You lefer to that decision and you desue that doubtful debts should 
continue to be shown sepaiateh Do you know of am otliei country wheie 
this is done’ — So fai as India is concerned, we think it will make matters 
clear if a specific enti\ is made m the Foirn to that effect Foi this 
rerson the Form piesciibed by legislation m 1918 m which the item ‘‘pro- 
vision for bad and doubtful debts” was deliberately inserted was m our 
opinion excellent Oui idea is that the Foim should give as much infor- 
mation to the shaie-holdeis as possible 

2112 I suggest that if you aie for going back to rour old Forlm, the 
bank may vnte off all its doubtful debts ’ — But there may be circumstances 
under which they would not like to do that What ve want is that the bad 
and doubtful debts and the provision made foi the same must he disclosed 
in the balance-sheet 

2113 But you do not know of any othei countiy vliere these tliingb are 
provided for’ — No, we do not know of am suen countiv (Mr Ivapadia) 

I would like to diay Sir Hugh Cocke’s attention to leigislation m other 
countnes section 54 of the Canadian Act which empowers the shaie-holders 
to be furnished with any statement they desire m connection with the Com- 
pany Such a safeguard is not piovided for m Indian legislation 

2114 On the question of Government inspection do von want Govern- 
ment audit m addition to statutory audit? — (Mi Davai) Yes 

2115 Do you think it. should be taken up at any ti'me’ — Yes it am 
time even under the piesent law, an auditor can go to rhe company and 
examine its accounts 

2116 You have not drawn up any form as an alternative to Norm F 

foi the benefit of the Committee? — We wall furnish one m a v r eek’s time 
if you want it ' 

k es, it wall ceitamlv be useful 

2117 Mr Devadhar In how many cases of abuse was your Associa- 
tion able to get those abuses remedied ?-— We have furnished to the com- 
mittee various memoianda dealing wnth 7 or 8 banks m liquidation which 
will serve as a basis for the statements we have made 

2118 What is the attitude of the capitalist concerns towards the work 
of your Association’ — There are no open hostilities 

2119 Do they think vou aie carrying on useful educative work? — We 
do not expect tkefrn to cairy on the woik we have been doing We are 
constantly ciiticismg them, we take various steps open to us m law to 
correct some of their irregularities In some cases they welcome our 
criticism, m some cases they do not 
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2120 What means do you resort to for cairymg on propaganda to 
spread better knowledge of the duties of share-holders? — We are trying to 
do that by means of our own Association During the period we have 
been m existence we have constantly carried on correspondence wnth 
various companies This correspondence was published m the papeis and 
then ultimately m oui annual report the whole thing is sent to each mem- 
ber , of the Association We complain ogamst vanous iriegulanties on the 
part of companies and invite share-holders to help us m ventilating their 
grievances We have meetings of share-holders privately m our office and 
dec de upon concerted action We have often succeeded m getting ceita’n 
irregularities removed 

2121 I want to asceitam v'hether this kind cf piopaganda earned on 
among share-holders is considered helpful by the vanous companies or 
whether they consider it as a sort of hindrance’ — It is difficult for us to 
say 

2122 In paragraph 19, do you favour nomination’ — We want election 
by the vote of depositors 

2123 Would vou presenbe legislation to make it compulsory? — Yes 
At present the share-holders only elect their representatives, we want the 
depositois also to have lepiesentation 

2124 You have suggested m answer to Chairman’s questions that no 
loans should be given to Dnectors or auditors Is this practice \erv 
common’ — Very' common If you go through the memoianda of liqui- 
dated banks which we have supplied to the Committee this evil will be 
apparent 

2125 Regarding lestnctions on long term credits, I believe you lefei 
to loans which are made foi non-agncultural purposes’ — We have joint 
stock banks m view and we have excluded all ngricultuial banks 

2126 You talked about limitations to the powers of Directors Do 
you think there is much canvassing to get Dnectois placed on the Boaid’ — 
Directors are self-appomted more or less, oi they are appointed by iheir 
friends and, promoters 

2127 Mr Devadhai The general tiend of your criticism on the piosent 
position supplies a veiy bad picture Would "sou like to suggest there- 
fore that a great deal of restriction should be placed upon those wdio 
handle banking institutions or would ^ou w 7 ait till the spread of education 
up to a certain degree’ — We say that these are not reshictions but only 
reasonable safeguards 

2128 Have you any instance or instances of rich indigenous hankers who 
have thought it fit to emolov nn-v of the educated or qualified students m 
banking’ — In fact there is hardly any man who possesses a banking 
diploma who is oub of employment I lefer to those who have taken 
the diploma course of the Institute of Bankers I know a number of them 
who have passed and there is not one that I know of who hold^ the 
diploma and is without a job, because theie is a great demand foi them 
and a shortage of supply 

2129 So you think that m addition to the various institutions \ou 
mention there is opening available for \ouno men who come out of the 
institutions of bankers, e g , the large field of the indigenous bankers who 

Q 2 
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handle cioies of rupees who can employ these men 9 — Quite so, and parti- 
cularly the indigenous bankeis who cany on then business in Ihen own 
vernacular That is to sav, a Maiathi bov can be taken up tn a Maratln 
ci ncein, a Gujrati boy by a Gujrati concern and so on 

2130 Have you any instances of these? — I mean to sa} that there is 
so much field foi the men who hold the diploma m the ]omt stock banking 
that there is no chance for an indigenous banker to get him unless he 
offers him very good terms 

2131 I want to know whether the indigenous hanker -olio has large 
resources which he employs m the banking business has recognised the 
need foi modem education on the part of those whom he employs — I wish 
that could be done 

2132 So there is a great field and you can carry on propaganda? — I 
am m favour of carrying on very strenuous propaganda and X am sure 
that would be to the ultimate advantage of the concern There may bo 
some hardship m the beginning 

2133 Have you any good students who have passed out who have 
been taken on m any institution? — You may take the case of Mr Poch- 
khanawala himself of the Central Bank I know lnm from many years 
He was on a very small pay as a clerk in the Chartered Bank After he 
qualified for the diploma they gave him certain rise in that bank, but 
there was a limitation because it was a foreign bank Fortunately for him 
the Bank of India was started and he wag taken there ns an accountant. 
From there he came out and slatted the Central Bank on a small scale 
and gradually the institution has risen to what it is now Here is the 
example almost of the first student who qualified by taking a diploma m 
this country 

2134 Did he spend a fairly large proportion of his own money’ — He 
was a poor man, a small cleric He made his own career, i c , he is a. 
self-made man 

2135 While approving the exposure of ccitam important, facts when 
it is intended to secure provision by v ay of protection from frivolous 
attacks, wliat remedy -would you suggest foi preventing such attacks? — 
The only remedy that is feasible is that defamation agamst a bank should 
be made a criminal offence with greater penalty than now But to ask 
for piotection such as the Advocate-General's certificate is not desirable 
for two reasons The Advocate-General is generally retained by all the 
banks as their Counsel so bis certificate is not nlwnvs piocurnble 1 
know that in Bombay all important banks have got the Advocate General 
as their retainer So being the letamer of a particular bank, if he is 
to be asked bis opinion whether there is sufficient evidence against that 
bank, I think the Advocate General would refuse to give Ins opinion 

2136 Mr Khaitan If a law were to be passed that the certificate of 
the Advocate General has to be obtained as suggested the Advocate Gen- 
eral cannot expect to be a general letainer of nil banks, — Even then, what 
is the value of his certificate? — If a person goes before the Advocate 
General and makes an affidavit of statement making certain allegations 
agamst Institution A, be is not there to shift the evidence or cross-examine 
and he is not there to hear the defence evidence On the prima facie 
case before him, he will base his certificate and your prima fae’e ennse means 
nothing Out of 100 prima facie cases, 95 may prove abortive but what 
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will be the effect of the position on the bank 9 As soon as it is known 
that the Advocate General has given a certificate for prosecution against 
Institution A, there will be a run on it and the bank will be ruined Ulti- 
mately it may turn out that the bank was innocent and some spiteful 
person had made cfut a case against it 

2137 Sir Pnrshotamdas Thalturdas The remedy may be worse than 
the disease? — Yes 

2138 Mr Dcvadhar So what is the relief you would give to an 
aggrieved share-holder? — We do not want to destroy banks, we want to 
preserve them We think that the present law is strong enough If 
you want to make it a little stronger, you can enact that m case of bank 
defamations instead of the simple imprisonment at present provided for, 
rigorous imprisonment may be inflicted against those found guilty 

2139 You refer to some cases where prosecutions have taken place in 
the past Can you tell us what important facts were brought to light by 
those prosecutions? — There are cases where a prosecution has been -justi- 
fled sometimes and even if it pioved abortive, certain facts were biought 
to light which had to be remedied 

2140 Can you give us some idea of the importance of the facts brought 
to light 9 

Chairman There should not be any difficulty m answering Mr 
Devadhar’s question These, I understand, are cases which came before 
the law courts, that being so, they are public property and there need 
be no hes’tation on your part m mentioning them for Mr Devadhar’s in- 
formation 9 — Some of these cases have proved that the complaints made 
were not frivolous 

2141 Mr Dcvadhar How many cases have there been -within your 
knowledge of such frivolous attacks and if the number be very small, would 
you still advocate legislation 9 — The number is very small and we are 
against any legislation If one stray person out of millions has done it, 
there is no reason why there should be legislation 

2142 In respect of bad and doubtful debts, you say “it is clear that 
the Government notification has done incalculable mischief” — Because 
it has taken away one step in furthei advance m connection with dis- 
closures to shareholders A committee was appointed by the Liberal paitv 
m England on which the best brains of England sat and made ceitam in- 
dustrial enquiries Then report is entitled “Britain’s Industrial Euture” 
and m it they have emphasized that to pi event against all the evils of the 
Joint Stock system m general one great thing is necessary, and that is 
disclosure of as much details as possible to the shareholders If that is 
so, we say it has taken away one very important item of disclosure, viz , 
had debts of a bank standing on its books which have not been written 
off, the amount of such debts and whether provision has been made or not 
against it That disclosure, we submit, an average depositor as well as 
an average share-holder of a bank is entitled to have 

2143 Can you define roughly its scope 9 In how many institutions has 
such a thing happened on account of the Government notification 9 — It 
is not compulsory for any bank to show it 

2144 Still there is the auditor’s certificate 9 — The auditors’ certificate 
is no protection In fact all the banks that have gone into liquidation 
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had their balance sheets full of bristling figurss and m some oases the 
auditors were chartered accountants 

2145 Seth Hap Abdoola Haroon I see that you want to place ceitam 

lestnctions on non-Indian banks which you have explained m Part III of 
your memorandum I want to know whether your suggestions only 
mean that the investor should be pioperly safeguarded as m the case of 
indigenous banks’ — We have suggested one safeguard, because un- 
foitunately in the case of foreign banks they have their head offices out- 
side the country Some of them may have small branches here and their 
audits aie conducted naturally at home All we suggest is a deposit of 
10 per cent of their capital or a deposit m proportion to the business they 
do with Government, and vanous other statutory restrictions The ob- 
ipct is to make the foreign banks give information which the indigenous 
banks are expected to give Non-Indian banks should be required to file 
fheu balance sheets and profit and loss account m such form and contain 
mg such particulars and including such documents as may be required by the 
law governing Indian banks > 

2146 You have to br in g it side by side with the Indian bank 0 — As far 
as circumstances will permit 

2147 You aie not against anybody depositing with foreign exchange 
banks’ — I am afraid that cannot be done 

2148 The other day a witness suggested a half pei cent tax on Indian 
deposits with foreign banks What is your 1 opinion’ — I do not think it 
is possible Peihaps he has in mmd the idea that foieign banks may be 
discouraged and indigenous banks encouraged 

2149 His idea was that Indians instead of depositing money in indigen- 
ous or Indian banks were depositing with foreign exchange banks even at 
a lower rate of interest, therefore he suggested a half per cent tax? — 
That is a point no doubt which has been lepeatedly made and I think 
tbeie is consideiable force m it, vis , that the Exchange banks owing to 
their long standing and owing to their wide scope of business and owing 
to their capacity foi getting money cheap outside the countiy and lend- 
ing it here for vanous leasons are able to do business more favouiably in 
competition with our banks which ate new It will no doubt be ad- 
vantageous if the Committee could think of a scheme by which as much 
protection may be given to the local banks as may be necessaiy m their 
infant stage If that is the idea of the witness you iefer to, it would 
have our natural sympathy, but the difficulty is that we have not consi- 
dered this question m great detail 

2150 But at piesent I find that many Indians aie willing to put their 
deposits m Exchangte banks even at 4* per cent instead of 5^ per cent and 
b pei cent offered by Indian banks’ — That may be due peihaps to the stabi- 
lity and standing of the Exchange banks A second reason may be that 
the} may have less confidence m Indian banks, these lattei being new 
and inexperienced, and they may have to be induced to deposit with them 
b;y a laiger offer of interest Before the introduction of joint stock 
banking, even m England, there were private bankers and these private 
bankers weie there for generations and they had actually the monopoly 
of the business within their sphere of influence When new joint stock- 
companies came into existence, they had the same difficulty to cope with, 
because no member of the staff of private banks would serve under them 
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"New institutions with limited liabilities, inexperienced and new directorate, 
have difficulties to contend with 

2151 Do you think that on account of the lecent failure of some banks 
jn Bombay, Kaiachi, Buima, etc , investors aie neivous? — They are, they 
hhink their money is not as safe as they would like it to be 

2152 Then you do not want to put any soit of restrictions on these 
foreign Exchange banks, e g , that they should not get more deposit money 
from Indians, or a half pei cent tax as one witness suggested ? — We 
have not any definite scheme on that point, but we should like the Com- 
mittee to considei the question It is not a question to be ignored 

2153 Referring to industiial banks, credit facilities and so on, I think 
what you have m mind is industries such as the textile industry, the Tata 
Iron and Steel mdustiy? — An industrial bank is expected to finance oi 
help almost all mdustiies, particularly such new industries for which in the 
opinion of the experts employed by them theie is a gieat possibility m 
•the -country 

2154 But what is your opinion as to the mdustiies which lequire help 
from industrial banks? Can you give some examples? — Supposing a 
peison comes out with an idea about the glass industry, he may want to 
put m a plant and impoit some experts and work with Indian workmen 
A commercial bank would natuially hesitate to give him an advance, be- 
cause their money would be locked up for an indefinite penod and if the 
industry is unsuccessful, they may lose all their money and their block 
capital Therefore you should have an industrial bank to help them 
■eg , undei -wilting then sliaies and giaduallv selling them out, keeping a 
■certain supervision 

2155 Can you suggest howto obtain capital foi these mdustnal banks? 
I do not think depositors will put any amount m the industrial banks on 
long-term deposits? Geneially the deposit system m India is sir - 
monthly; 0 — It is generally one year, when deposits aie made for three 
or six months, you get a much lower late of interest 

2156 If an industrial bank went m for one-yeai deposits? — It may 
•take long deposits, say five-year deposits 

2157 But do vou think people will come foiward to deposit foi such 
a long penod? — They will, if the bank’s stability is guaranteed by the 
State and there is a guarantee of fixed dividend from Government The 
industries which are financed wxll be industries foi which there wall be 
a future If out of ten cases one failed and nine were successful, the 
banks xvill be well off 

2158 You know that at present m India industries lequire money but 
theie is a still laigei necessity for zemmdais and agricultural people who 
want to develop their lands and wash to have long-teim loans? — They can 
have agricultural banks of their own which is beyond the sphere of point 
stock commercial banks with which we are dealing They can have 
special agricultural banks under the Companies Act oi a separate Act 

2159 What do you think is the more urgent lequuement of India in- 
dustrial bank or agricultural bank? — I would plank for both 

2160 You suggest that facilities for banking education should be given 
by foreign Exchange banks I think I lead m the papers some time age 
that the Turkish Government have framed some laws that fore ui Exchange 
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banks should take some apprentices? — I do not know anything specificr 
about it 

2161 I read in the papers about some law on the subject — That is 
done by all nations, particularly by those whose banking is not developed 
to a high pitch I gave the instance of Portugal, Spam, Italy, etc 

2162 Chairman There is a short account m the paper which has 
already been circulated to membeis which indicates that no special restric- 
tions have been imposed on the operations of foieign Exchange banks 

2163 Ch. MulJitar Smgli Is there any regulation or legislation m 
England by which the foreign banks are lequned to employ a certain number 
of Biitishers? — Not that I know of 

2164 You have advocated the staitmg of industrial banks for the flota- 
tion of companies undertaking new industries Some witnesses have told 
us that the industrial banks should precede the starting of new industries 
and the banks should only provide foi the cunent expenditure of these 
industries Would you change your opinion m the light of these remarks? — 
An mdu-tnal bank must be there at first The presence of an industrial 
bank will make it possible for new industrial enterprises to come and func- 
tion with then help 

2165 Youi opinion is that industrial banks should piecede the starting 
of new industries? — Yes, because they will help the starting of industries 
Them may be new industries by private loans, but we want to help indus- 
tries by a special institution 

2166 A stimulus is only possible when an industrial bank is started? — 
If it is staited, many industries will crop up 'which are not coming into 
existence thiough pnvate enterpuse working on its own for want of financial 
facilities under the present system of banking 

21b7 You considei that the hindrance m the way oi new industries 
being cieated in the country is the want of an mdustnal bank? — An indus- 
trial bmk would stimulate new industrial concerns coming into existence 

2168 You want to piohibit mdustnal banks from taking cuirent account 
deposits 0 — Yes 

2169 If that be accepted, would it not be very difficult for the industrial 
bank to provide money for the woikmg of the industrial concerns? — The 
object of asking them not to take cunent account deposits is that most of 
their money will be invested and locked up m what you call block capital 
in financing concerns whose money is not immediately available on demand, 
whereas m the case of commercial banks they only give temporary advances 
nnd they can therefoie run current account deposits to advantage 

CP 

2170 The industrial banks can set aside the cuirent account deposits 
for advances for the working capital? — Working capital m what form? 
The working capital is generally given to the concern on long-teim loans 
They are not short-term loans" 

2171 What is the woikmg capital? — Working capital is the amount 
which is wanted for the cuirent woik This working capital will be required 
by the industries m long-term loans 

2172 This woikmg capital will not be m small amounts You want 
the industrial banks to do business as the joint stock commercial banks 
The joint stock banks do advance money foi working needs of industries 
and you do not want the Industrial Bank to do so? — No, it is dangerous- 
for an Industiial Bank to do so 
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2173 Do you eonsidei that the joint stock banks will provide that; 
money? — As far as I understand a good amount at least from our Indian 
banks has been given as tempoiary loan on proper secunty 

2174 Do you eonsidei that the loans given are adequate enough? — No 
The difficulty of cunent accounts is this The current account may not 
be uiifised for giving tempoiary loans foi working capital to various con- 
cerns 

2175 How do you define long-term deposits’ — Deposits at least for 
ane yeai 

21 7G In your statement you lefer to the signatures of the Managing 
Agents requued by the Bank Do i ou say that the Bank requnes the 
signatures of the Managing Agents in all cases oi is it only m eases when 
seearrov offered is not adequate’ — I have discussed this question with a 
manager of a leading bank and he has told me that they are piepared to 
give loans on the pledge of goods, failing that on the signature of the Manag- 
ing Agents 

2177 You advocate the startmg of ware-houses for the deposit of raw 
material as well as for, manufactured goods? — Yes 

2178 Are such ware-houses to be kept separately for different mills or 
the enifie goods aie to be mixed up together’ — They may keep the godowns 
or ware-houses separately A godown for cotton, another godown for raw 
materials and so on 

2179 Do you eonsidei the currency leiorms should precede the bank- 
ing lefoims’ — We want them simultaneously > 

2180 You want to see the Indianisation m the Impenal Bank’ — Yes 

2181 What piactical steps you piopose’ — I say reciuitment from 
England should be stopped 

2182 Do you feel there is no deaith of qualified Indians to take chaige 
of responsible posts’ — If recruitment is stopped, theie will be no difficulty 
oui men who have experience of banking will take up those posts 

2183 Is theie any sufficient opportunity for Indians’ — Yes, the lule 
of supph and demand is there 

2184 In your statement you say that the Government of India held 
some confeience and discussed vith public bodies m lelation to banking 
legislation, would you please let us know if the details of the discussion 
are available’ — Yes, they are 

2185 Was any action taken by Government’ — I think so Erom the 
Bepoit cf the Bombay Chamber of Commerce for 1914 I am leading 
Certain opinion was invited fiom public bodies by the Bombay Government 
They weic sent md an mfoimal conferee ce vas held m which the Advoeate- 
Genoal of Bombay, the Begistiar of the Joint Stock Companies and tb*» 
representatives of public bodies and associations were piesent It was under 
the chairmanship of Sn Moon These opinions weie discussed and I find 
that these opinions aie punted m the Bombay Chamber of Commerce 
report for 1914, at page 252 

2186 Do you consider it advisable to give the powei of refusal to the 
Begistrar foi registering a joint stock concern’ — Ye 1 * In this connection 
I would refer you to the report of the Central Provinces Banking Com- 
mittee 

2187 Chairman Mr Mukhtar Singh wants to know the opinion of 
your association’— -Yes, but the report of the C P committee was issued 
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'Jong affcei oui memorandum and it supports our view mentioned in the 
mem 01 sndum 

2188 Do you consider m sucli cases nnv revising Authoiitv is necessary? 
— Yes, an appeal must be allowed 

2189 You suggest tho total piohibition of investment by a bank m 
shares and debentures of joint stock bank? — Yes, as far as possible 

2190 Do you mean that the debentuies of the industrial bank should 
not be taken bv the joint stock bank 0 — 1 say debentures should be taken 
if thev are guaianteed by Government about the mteiesi, etc 

2191 Do you like the idea that the Joint Stock Banks should pui chase 
shaies or debentuies issued by the Joint Stock Companies? — Not in a 
lar r e quantity T know there are certain Directois who are interested in 
cataui Joint Stock Companies and they make the banks buy shares in 
large quantities If all the shaies are puicliascd by the banks, there will 
be a clash Theiefoie, I sa\ the Joint Stock Companies’ shaies are not a 
desirable investment 

' 2192 If debentuies aie issued by an Industrial Bank or by a mortgage 
bank, would you like the idea that the debentures should be pui chased by 
the Joint Stock Bank or the Moitgnge Bank? — We say that as far as 
possible it is better to have the functions of the two banks separate 

2193 A mortgage bank may issue debentuies and you do not like the 
idea that joint stock banks should purchase them? — No we do not, we 
considei it a risk 

2194 Do vou think that the moitgage bank is much safer? — If all 
depends on what sort of land or premises they have advanced money on 

2195 In that case it is very difficult to sell debentuies in the market? — 
Debentures are not meant foi banks, they are for the public 

2190 To buy and sell shaies is not the business of die joint stock com- 
meicial banks? — No It is assort of speculation Fiom the point of view 
of banl ing business it is desirable that all the capital of the bank should 
be m liquid assets 

2197 Do the banks in any other countnes do this business 0 — -We io 
not know* it 

2198 Is it a general practice to appoint as liquidators of a bank the 
same persons who have been Dnectoi officei oi Auditors of the Banks? — 
Frequently 

2199 Are theie many complaints of this piocedure? — The piocedure 
is undesnable 

2209 My point is wdiether such cases are very fiequent? — We have 
s°cn this always 

2201 Seth Iiap Abdoola Haroon You want to say that the liquidators 
should he outsiders? — Yes 

2202 Ch Mulchtar Singh You said that Indian students should be 
sent to foreign countries to learn Exchange business, do you feel Indian 
students wall be allowed better facilities m their ow r n country? — There ire 
two ways of doing this One is to ask the banks to send the boys who are 
in a position to meet the expenses m Dondon to their head offices in London 
foi training 
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2203 But we are told that it is difficult to get training m London for 
'Indian students? — So, it is Theiefore we are suggesting this arrange 
•ment 

2204 But how is it to be made? — It should be one of the conditions of 
dhe license 

2205 Regarding the question of the lemoval of the chairman and ine 
-director, why do you not follow the Canadian Bank Act? — The Canadian 
Act provides for the lemoval m case of mal-admimstration oi any other 
good cause We have suggested that there should be le-eleetion after 
•every three years Our suggestion is moderate 

2203 Mr Khaitan In answei to the Chanman you said that ware- 
house authorities may advance moneys against the stocks kept in those 
ware-houses Do you not think it would be better if the ware-house authori- 
ties were impartial m the mattei and allow the financing business to be 
done by che banks or indigenous bankers 0 — If they choose the) mar do so 

2207 So far as non-Indian banks aie concerned, you said that they 
should be given a license and ceitam restrictions should be put upon them 
Now, some Indian witnesses have suggested that they should be pi evented 
from receiving deposits m India just as the non-national banks m other 
countries are? — There are great difficulties in the w r ay We have discussed 
this question in oui committee and we have come to the conclusion that 
stopping of deposits with the foreign exchange banks is undesirable under 
the piesent circumstances Immediately we do so a large amount of money 
will go out of the commercial community’s hands 

2208 What is youi idea about the non-Indian banks opening branches 
m the mtenor of the country? — As far as possible they should be restricted 
to do so And every- encouragement should be given for the Indian banks 
•to open the blanches 

2209 Now 1 -, m your memorandum you advocate the appointment of 
an officer for the control of banks, I presume it is your intention that such 
officers should be appointed by Government? — -Yes 

2210 Aie you aware of the impiession among Indians that officers 
of this kind appointed by Government me prejudiced against Indians? — 
Tine officei should be an Indian 

2211 So, W'Ould \ou like to have a condition put like that? — Yes 

2212 It has been mentioned by a witness that under the present fiscal 
policy of Government it is verv difficult to develop new industries m the 
couuhy What is your \iew r ? — We think that the fiscal policy of the 
Government should also be so adjusted 

2213 Sir Puishoiamdas ThaLurdas You evidentlv attach some im- 
portance to the tcim ‘bank’ being used and you therefoie sav that its 
use should be restucted under certain conditions Would you also restrict 
likewise the Savings bank business of banks? You know the Savings bank 
is really intended foi the small depositor, and do you not think that his 
interests also should be properly safeguarded? — We do not think that there 
is any further restriction neecssaiy so long as the operations of the bank 
is regulated 

2214 For instance, you w r ould not stipulate that the amount invested 
m savings bank business of a bank should be invested m gilt-edged securi- 
ties? — There is no restriction necessary with regard to the Savings bank 
business 
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2215 You have given a definition of what legitimate banking busmeae 
is I suppose that is what you want to Le legalised?— Yes 

2216 So then you want youi definition to be based on tho restriction 
to be imposed on the business of a bank 4 * * * * 9 — Yes 

2217 In reply to the Chairman you said that some special safeguards 
should be provided for Indian depositors m the event of winding up of 
non-Indian banks Would you have these safeguaids limited to depositor 
or all those who have had dealings with the bank, e g , people who have 
sent m bills for collection, etc 9 — All the Indian creditors should have tne 
same safeguards 

2218 Dr Hyder Would yiu give them fust piefeienee, tho depositors, 
I mean 9 — All Indian debitors should be placed on the same footing 

2219 Sir P-urshotamdas Thalurdas You have suggested that the 
depositors m an Indian joint stock bank should have some voice in the 
conti ol of the Bank and so you suggest that they should be given the 
piiviYges of the vote m getting one ot their own repiesentatives elected 
to the Board of Directors 9 — Yes Our idea is that the Indian banks should 
be benefited in the matter of attraction of then deposits 

2220 To that extent handicapping the foicign banks wmrking in this 
co miry 9 — Not neeessaiily It may be handicap to this extent that the 
depositors of the foieign exchange banks will not have a vote m the manage- 
ment of those banks, but depositors in an Indian bank wall have 

2221 Chav man So far as I am aware, the foreign insurance companies 
working m this country do not give its policy-holders the privilege of elect- 
ing then Dnectors whilst then Indian compeers do In spite of this 
so eal’cd draw-back m nub Iiaxmg the privilege of the vote, foreign insurance 
business has never fallen Is that not so 9 — You aie perfectly correct and 
that is why we say that for the benefit of having a vote, we need not 
presume that Indian depositors of Exchange banks will withdraw their 
deposits from those banks and invest them in Indian banks 


2P22 Sir Ptirshotamdas ThaLurdas Then is it your inference that the 
Indian banks dc not possess that amount of confidence fiom the public os 
the Exchange Banks do 9 — Yes, that is one of the reasons, amongst many 
otheis such as want of confidence in the Directorate and the management, 
etc Likewise, people have not got full confidence m all Exchange Banks 


2223 You know that the Japanese bank which went down a couple of 
yea' s ago had a veiy good block of leposits in this country Then w’fiat is 
u tnat you think should be done to protect tlie interests of (lie Indian 
depositors m such banks?— We have suggested that there should be some 
sort or a local advisory committee, tw'o-thirds of which should be Indians 


4 With regard to the mode of valuation of securities, do I under- 
stand that ymur association wrnuld like to have some soit of information 

supplied to the share-holdeis m the leports which are issued by banks 

giving information as to the depieciation or appreciation of securities in 
the Bank s possession 9 —' What we wanted to imply is that the securities 

s mu d be shown a tj ts J 0 ^est value the mniket price or the cost nriee 

deprecated 8 ^ Eeporfc Sh ° Uld als ° State W far the securities have 


2225 Supposing a bank had Government of India 3 1 - 
and the market rate was 50, you will have no objection' 


per cent paper 
to their showing 
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it at 40? — We 'will have no objection if that is made clear in the report. 
All that we are particular about is that it should not be higher than the 
cost pnee if the cost price is lower than the cunent market puce 

2226 Now with regard to the papers that you have circulated giving 
the information about a few banks which went into liquidation, I w r onder 
how is it you have omitted to give details about the failures of the banks 
like Shilotri and Morvi Banks? — (Mr Kapadia) The information was not 
available for us To minimise these bank failures we have suggested that 
auditors should be permitted to make surprise visits on banks to examine 
their accounts 

2227 With regard to \our suggestions regarding the auditor’s certi- 
ficates, am I to understand that those are the suggestions of your Associa- 
tion which you want to be legalised? — Yes, legislation something to that 
^effect must be undertaken 

2228 What is it that you would like the auditor’s certificate to be 
supplemented by? — We have made our suggestions quite clearly that they 
should state whether the securities held against loans fully cover in each 
case the value of the loans, and other suggestions are given on page 28 
of bur written memorandum 

2229 Now m regard to the specimen of the auditor’s certificate of the 
Barclay’s Bank wdnch \ ou have given which reads “We have compared 
•the above balance sheet with the balances on the books at the Head office, 
and with the detailed returns from the branches We have verified the 
cash with the Bank of England, the cash Bills at the Head office the 
investments of the Bank and the securities held against money at Call 
and Short Notice * * etc ’’ I suppose that is all the change that you want 
in regard to the auditor’s certificate? — Yes, besides the other suggestions 
made 

2230 And so far as the branches are concerned you think that the 
detailed reports of the local branch auditor should be made available to 
the auditor of the Bank? — Yes 

2231 And you think that will give a greater protection to the share- 
holder of the bank generally than it is today? — Yes 

2232 I put this question and rather elaborate it only to find out your 
complete views on the point, because I presume your suggestion to be 
ideal, generally speaking Have you anv other suggestions to make with 
regard to this? — We suggest that the auditor should be at liberty to make 
any report as he washed during the course of the audit which should be 
placed before the Directors for their consideration at a special meeting 
Our experience is that auditor’s interim reports are never placed before 
the Directors by the Managing Agents although the auditor m his state- 
ment says that it should be done 

2233 Have you seen many instances like this? — There may not be 
many instances, but still the evil should be removed To quote an example 
<t was at my insistence that the Managing Agents of & leading joint 
stock concern m Bombay called meetings of the Directors to discuss the 
auditor s repot t The Managing Agents did not draw the attention of the 
Directors although they were specially called upon to do so by the auditor 

2234 So, that amounts to very nearly a fraudulent omission? — I would 
tiot call it fraudulent but the fact remains that action was not taken, be- 
cause the law at present does not stipulate that condition Therefore, I 
suggest that the auditor should be permitted to send simultaneously his 
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report to the Managing Agents and also to all the Directors of the concern, 
so that they might take immediate action thereon 

2235 And jou u ant tins to be piovided foi by law 9 - — Yes, as it is already 
m vogue m Canada undei the Canadian Bank Act, section 55 

2236 You have made ceitam suggestions witn regard to the woikxng 
of the managing agency as applied to joint stock banks and you oay that 
it is as undesnable as it is unwan anted Do you find seieial instances 
like that 9 — [Recently a bank Mas staited with a film as Managing Agents 
We applied foi the Ai tieles of Association of that concern and we got it 

2237 If you do not mind giving us a short memorandum on the subject 
setting foi th all lelevant details, that will be ven helpful to the 
Conimnitee 0 — We shall bo reiy pleaded to do so 

2238 We shall also be pleased to have the names end other details of 
othei institutions m the same categon 9 — Yes, we shall furnish details 

2239 You suggest that the teim of the office oi the Managing Director 
should be settled at the General Meeting Do you not feel that >n making 
suggestions ot this nature, you aie seeking to make the body of share- 
holder responsible as it weio foi practical!} running the Bank 9 — On re- 
eonsideiation we think that our later suggestion m oui written memorandum 
“Notwithstanding an} thing contained m the conti act, the Managing 
Director shall be removable from his office m the same mannei as any 
othei Directoi’ may be deleted In legaul to tins, \\c may say that these 
conditions lra\c been placed befoie the Committee foi its consideration, as 
M r e think the present-day banking conditions icqune such changes to oe 
made One of oui principal complaints is that the present day constitution 
of the Dnectoiate of joint stock banks is not piopei and it is foi th°t 
reason that we have piovided for this safeguaid But if the constitution 
of the Bank Directoiate is going to be altered in the May Me have suggested, 
then nc safeguards may be necessaiv 


Witness The legislation is meant foi objectionable banks particular- 
ly , the same legislation M r ould not harm good banks In the case of first 
class banks there is no fear of the managing director being removed by an 
unreasonable attitude on the part of shai e-holders 

2240 You aie of couise basing this opinion on uhat you said today? — 
Aes (Mr Shroff) I think that a paid manages should not be elected bv 
an open meeting of share-holdeis m the interests of the bank itself I object 
to that on principle 


2241 Sir Purshotamdas Thahvrdas Would I bo conect m mferimg 
10 m ,) om other suggestions that you really want the udiolo system of M r ork- 
S ^ ock com P anies ln Bombay or m India to be changed substantially 
and hence your suggestions regarding restrictions on Directors, Auditors' 
etc —We want to change the Joint Stock Companies’ Act 

, , 22 J 2 , Do you tliat tbe working of joint stock banks is so objection- 
able that you would like to have the whole thing changed, and is that why 

ThatTs so S ° many restnctlons on Chairman, Directors, Auditors, etc ?— 

nrefmf rei ? ar ks are based on this that vou think that the 

our opinion 1 * kng 1<nnt stock banks ls not satisfactory?— That re 
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2244 Chairman Theie is one question which I would like to ask In 

paragraph 9 (b) of youi memoiandum you have said that non-Indian banks 
should be required to file their balance sheets I suppose youi 

intention is that these should be audited? — Yes 

2245 Now, m the case of industrial banks you have admitted that there 
may not be any immediate need for them, at any late not till the industries 
which requue then assistance are established You have also admitted, 
in replj to Mi Khaitan, that until the present fiscal policy of the Govern- 
ment changes, the requirements on the part of industries may not be 
greet? — With all respect, Sn, we beg to differ, because m what we said 
w-’ meant just the contiaiy We said that the industrial banks are absolute- 
ly necessary, because ive think that the establishment of the industrial 
banks will stimulate mdustnes 

2246 Then youi point is that the industrial banks should be started 
e\en A the industries may not be theie to require their assistance, because ' 
you think that the starting of mdustnal banks will stimulate industry? — 
That is one direction m which the industrial banks could be helpful But 
even at present theie exist industries winch could be helped by the industrial 
banks 

2247 Have I conectly interpreted your answer to Mr Khaitan chat 
unless the fiscal policy of the Government changes, there may not be 
sufficient scope foi these industrial banks? — Mr Khaitan ’s point w r as that 
m order to make the industries successful, m certain cases the fiscal policy 
may have to be readjusted We agree to that 

2248 Is it leally your intention that through this scheme of industrial 
banks — if I may say so — in advance of development of industry you want 
to foico the hands of Government m gi anting protection? — We aie not 
in any way trying to foice the hands of Government We are only asking 
foi what is legitimately due to the country, and we see no reason why an 
enlightened Government like the British Government should refuse to help 
industry with oui own money 

2249 Sir Hugh Codec Supposing that there are no industries which 
can be established, then the case foi an industrial bank falls? 

2250 Chairman I do not wish to press these gentlemen on that point 
because I find that they have not devoted full thought to the subject — But 
Sn if you want a written statement on that point, we will certainly send 
one 

2251 You said a little while ago that your Association consisted of 
something like 500 share-holders as members As a matter of curiosity, 
con'd vou give me just a rough estimate of what the total number of 
individual share-holders all over India is? — We are only the Bombay Share- 
holders’ Association, and our present activities are confined to the Bombay 
Presidency Theie is another association like ours m Calcutta, and a 
thud one has recently been started m Madras under the chairmanship of 
Dewm Bahadur Ramchandra Rao Sir Han Smgh Gour is the Chairman 
of the Calcutta Share-holders’ Association and Mr Nahni Ranjan Sarkar 

r its Secretary 

2252 In answer to one of my earlier questions you said that your 
'Association was open for membership to share-holders all over India? — Quit* 
so, but there are associations m other parts of India 
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2253 Can you give me an estimate of the total numbei of individual 
share-holders m the Bombay Presidency who can be members of your 
Assoc ation? — Unfoitunately thcie aie no data fiom -which we could give 
you any useful information But if you want to know what capital is 
represented by oui Association, we could tell you 

2254 How much capital is represented by you? — I could say it runs 
into croies some of the members aie millionaires 

2255 I was mteiested m trying to obtain an estimate of the individual 
shaie-holdeis of the Bombay Presidency who are members of your Associa- 
tion You see it is not the people who hold cioies yhose intei ests require 
to be safeguarded, it is tbe small mvestoi w r ho stands moie m need of 
protection as against tbe man holding a very large number of shares against 
whose influence your Association wants to protect the small investor? — 
May I point out to you, Sn, that the small mvestoi often wants his case 
to be aigued out by the big mvestoi because he thinks that the big investor 
will take greater inteiesc We have a definite rule m our ^Regulations that 
nobody who is m any way mteiested m any managing agency is eligible to 
•he a member of our Committee 
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EIGHTH DAY. 

Tuesday* the 26th August 1930* 


Present . 


“Sir Bhupendra Nath Mitra, K C S I , KCIE , CBE (Chairman). 
Sir Purshotamdas Tkakurdas, Kt , C I E , MBE (Vice-Chairman) 


Mr D P Khaitan 
Mr E V PiUSHFORTH 
Mr Manu Subedar 
Sn Hugh Cocke, Kt 
Di L IC Hyder 
Mr W Lamond 


Mr B W Buckley 
M r G K Devadhar, C I E 
Choudhri Mukhtar Singh 
S eth Haji Abdoola Haroon 
M r B K Shanmukham Chetty 


Mr V K Arayamudha Ayangar, MA, C I E (Secretary) 
Mr B P Masani, M A (Joint Secretary ) 


Messrs H P Bagana and M P Gandhi, representatives of the Indian 
'Chamber of Commerce, Calcutta, weie examined 


2256 Chairman Mr Bagana and Mr Gandhi, you represent the 
Indian Chambei of Commerce, Calcutta? — Yes 

2257 Am I coirect m assuming that there are Indian Chambers for 
practically every province of India and that your Chamber’s activities are 
confined to Calcutta and to Bengal? — That is so We sometimes deal with 
all-India questions also 

2258 That is another matter Your personal activities are confined 
do Calcutta and also to Bengal outside Calcutta, because you are not the 
onlj Merchants' Association even foi Bengal? — Practically all the most 
important Indian merchants aie members either of the Chamber oi of the 
Associations that are affiliated to this Chamber 

2259 Is the Bengal National Chamber of Commeiee affiliated to your 
Association? They have sent a separate memorandum to ub and are 
coming up separately for evidence — They are not affiliated to our Associa- 
tion, but we have 11 or 12 associations affiliated to the Indian Chamber 
of Commerce 

2260 What soit of Associations? — Associations dealing until manufac- 
tured jute goods, produce merchants, the Calcutta rice merchants, iron 
merchants, etc 

2261 Theie aie vanous trading associations' — Yes 

2262 Dr Ryder In the City of Calcutta or m Bengal? — In the City 
of Calcutta 

2263 Chairman. You say that the Imperial Bank of India has been 
precluded from engaging in exchange business as a concession to the power- 
ful foieign banks Have you consideied that the piesent prohibition may 
be due to the fact that the Imperial Bank are the bankers to Government 
and that the Government may have consideied dealings m exchange 
business as risky and likely to endanger’ the safety of their balances? — It 

Vol. in R 
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, , , f i. nf + }, n f r m]e ht have been the consideration which weighed 

— nf tal "it of that has been that the Exchange banks 
have got a monopoly of financing the external trade of this country 

0064 You sts that the shaie of Indians m the immense foieign trade 
amounting to 570 croies of rupees is less than 15 per cent It is said that 
internal hade amounts to many times the foreign trade m volume and that 
the niaior portion of the internal tiade is m the hands of Indians Can 
\ou tell the Committee whethei the lesources of the mei chants engaged 
m the internal trade are not fully employed m the internal trade?— Even 
if they are, theie is no leison why Indians should be precluded from en- 
gaging in the expoit and import tiade 

2265 But ^ou cannot definitely answer my question 9 — Even m the 
internal trade the Euiopean merchants are making senous mioad^ The 
Indian mcichants engaged m moving the crops fiom the mofussil to the 
poits and fiom the ports to the mofussil are now finding senous competition 
from the exporting and importing Euiopean houses 

2266 Even that does not answei my precise question Can you tell 
the Committee whethei the lesouiees of the merchants engaged in the 
internal trade are not fully employed m the internal tiade? — -If the inten- 
tion of the question is that there aie no Indian meichants with any re- 
sources who can engage m the external tiade of the countiy, the answer 
is m the negative In fact I can say that theie is considerable unemploy- 
ment among the trading classes at prebent and theie are many merchants 
who have nothing to do If they had the banking facilities necessary for 
this purpose, they would readily engage m the trade 

2267 But my point was Have these meichants undei present condi- 
tions any surplus resources available which they can employ otherwise than 
for the financing of internal trade 9 — Their own resources aie sufficient for 
engaging in the external trade 

2268 Youi point is that they haie sufficient resources not only to finance 
the internal trade, but to finance the foreign tiade 9 — Yes 

2269 Theie is no lack of resouices at the present moment on their 
part 9 — No 

2270 Mr Shanmultham Chetty Do jou mean capital 9 — It may be 
capital or deposits 

2271 Chairman Some outsiders are making incursions m the field, 
e u? n /°’ resoulces at tbe present moment at their disposal are avail- 
able for financing the whole of the internal trade which is m their hands 
and there is a certain amount of surplus also left 9 — Yes, that is so 

9 an y° u n ^ so 8 Ive ^ bp comm ttee any idea of the terms on which 
frtlpV A ht,0S ar ! made availabIe in tbe internal trade and m the Tvtemal 
vei^ fffiiv S m legardS the mt f nal trade » ve have dealt with the question 
See 1 TW m T° randun \ t0 tbe Provincial Banking Enquiry Com- 
Indian meief^nV^R e ^j em£d ^'ade, the only facihty available to the 
letter of credit tfim ^ an ^ ^ beir bl ^ s df awn under a confirmed 

chanse 1 banks ? * firet class London ^counted with the Ex- 

aie any oTher t T? n Iudln Besldes tbat - 1 d ° not think there 
aie any other faculties available to the Indian merchants 

the exfenSf trade*— Yes 76 ^ parhculai met ' bod > tbe Y can partic.pate m 


\ 
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2274 Seth Hap Abdoola Haroon What about the European firms? — 
Erom the information we have we can say that the European competitor 
of the Indian exporting and importing houses can sell on terms other than 
a confirmed letter of credit 

2275 And the Exchange banks are taking their bills without r.lio letter 
of credit? — It naturally follows that the Exchange banks must be discount- 
ing their bills 

2276 Chairman In your mernoiandum you say that the indigenous 
bankeis who wore known as Shi offs, SowcarB or Chetties financed the entire 
trade of the country before the advent of the British lule Can you say 
what proportion of the entire trade m those days was foieign tiade? — We 
are sorry we have not got any figures to 'determine the proportion of the 
foreign tiade to the internal tiade before the advent of the Butish rule, 
but the foreign tiade must have been vcrv little in those days owing to 
transport and other difficulties 

2277 You refer to the Sowcais and Shroffs holding the field of finance 
during some period m the past Can you tell the Committee what his 
decline from that high position is due to? — We have already mentioned m 
the memorandum the various leasons that are responsible for the decline. 
When foreign banks came into existence, the position they enjoyed m the 
community disappeared, consequenth the resources were limited and they 
could not finance trade to the same extent as they used to do, 

2278 The decline had not started before the commencement of British 
rule m this country ? — No 

2279 It has been suggested by one provincial banking enquiry com- 
mittee that the decline of the indigenous banker is due to the gieat de- 
velopment of commercial banking and that if this development continues, 
it is difficult to revive the indigenous banker on a large scale What would 
you say to this suggestion? — I do not agiee with the view that the decline 
ot the Sowcar is due to the development of joint stock banking because the 
resources must have come to joint stock banking, but we find that they 
have not come to the joint stock banks also The facilities afforded by the 
Shioffs may have been replaced bv the facilities afforded by the joint stock 
banks 

2280 I referred to the development of commercial banking In your 
reply vou refer to joint stock banks I take it you refer to all joint stock 
banks, not to the Indian joint stock banks only — Yes 

2281 You have nothing moie to add? — No 

It has been suggested by one well-known authority that by the end of 
the 18th century the indigenous bankers had been shorn of much of their 
gloiv on mg to u trs and unset fled conditions of life m those days the 
evasion of their claims by ruling Princes, the adoption of questionable 
practices on their part, and the introduction of a uniform currency m India 
m 1835 depriving the indigenous bankers of much of the profits from money- 
changing Have you anything to say m legard to this suggestion? — We 
do not agree with this view, because it is the experience of the m'embers of 
our Chamber that up to 25 years back the Shroffs played a great part m the 
financing of the trade of this country 

2282 Which trade? — They did not play' any part m the external trade, 
because their resources were not such as they could engage m the financing 
of the external trade 

f K £ 
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^283 Are not they still playing a large part in financing the internal 
trade of the country?— Not to the same extent, as they used to do 

9284 You say that as a first step towards the development of Indian 
banking it is necessary that steps should be taken to effectively link the 
Senous bankers to the banking organisation of the country Gan you 
tell the Committee what exactly you mean by indigenous bankers ? Do 
vou include the large class of moneylenders who do not do deposit 
business ’>— In our opinion there are no Shroffs who do not receive deposits 
Practically most of the Shroffs that we know receive deposits as well as 


lend money 

2285 It is said that one important function of a banker is to accept 
deposits, but that such deposits constitute a very small fraction of the 
wot king capital of indigenous bankers It is further added that deposits 
are moie often taken by indigenous bunkers who have extensive business of 
othei soits and ate used generally foi the purposes of financing their own 
business otliei than banking Can vou tell the Committee what attitude 
is adopted by the indigenous bankers whom you have in mmd in tegard to 
the leeeipt of deposits? You said a little while ago that m youi e\p°nence 
it is practice of all Shioffs of indigenous bankers to accept deposits You 
stand by that answer 9 — Yes 


2280 We have been puisuing it at some length in the past week or so 
We had before us an indigenous banlcci from Bihar who said that he did 
take deposits but that his banking business had been m existence only for 
sixty yeais and befoie that he used to do only tiadmg business He w T ns 
asked wdiether them was any competition in regaul to deposit business 
from othei souices, c q , the Exchange Banks or the Imperial Bank or the 
Indian joint stock banks, he said them was not, because at that particular 
station this competition did not exist Asked udiether there yvns no pos- 
sibilitx of attracting more deposits, he said there was, but his difficulty 
was that it was not possible for lum to find adequate employ men! for the 
money Owing to difficulties in lealising advances ausing out of the pro- 
verbial Couit’s delays, he was not m a position to expand his loan business 
Does your expenence deal with the state of nffaus m the United ‘Provinces, 
in Bihai and Bengal oi is it confined onh to Bengal 9 — Tt extends to 
Bombay , Raiputqna and Bengal 


2287 It is confined to Bengal foi the piesont pm pose, because Bombay 
and Rajputana am outside \oui puiview and when the Indian Merchants’ 
Chamber, Bombay', come befoie us we will have an opportunity of pursuing 
the mattei fuibhei w 7 ith them — They are not outside our province in that 
we have m'any members who originally came from Raiputnna and we have 
membeis fiom Bombay also 

ii ^ lea ^ ze ^bat, but you told me in answei to my first ouestion 

that the activities of vour Association are confined to the piovmce of 
Bengal., because there are Indian Merchants’ Chambers m othei parts of 
c ia la erag so, I am pietty suie that the pioper body to whom a 
sirmla, question is to be addiessed m .egard to the conditions plena, hug m, 
Bombay ,s the Indian Me, chants’ Chamber, Bombay As join net, y, ties 
are confined to Bengal, ye are fating to find out fiom you Xothe" t “ 
your expenence ot Bengal that Shroffs generally do take depos,ts-Tes 

PmvmLi T p, th l S C0 ” necil . 0n * hree gave evidence before the Bengal 

SSE* 5 iTSL C r *“ ’ t,,e Chamber of Com- 

’ Galcutta, the Bengal Chamber of Commerce and the Bengal 



245 


National Chamber of Commerce, Calcutta Youi Association, in answer 
to Q -1, stated that the indigenous bankeis transact certain kinds of 
business of which one was leceivmg deposits on mteiest Unfoi tunately 
in answei to anothei question as to the late of interest paid 
on these deposits, you gave no answei Natuially one may be paidoned 
if he theiefiom' gatheis the impression that this custom of deposit taking 
is not so pievalent as it is urged to be, because in that case the rate of 
interest paid Mould have been supplied The Bengal Chamber of Com- 
merce, talking of indigenous bankeis (shroffs and mahajans) said ‘the 
shioffs tiade on their own capital and do not as a general rule accept 
deposits from the public Any deposits received by them are usually fiom 
relatives or fiom friends by private arrangement ’ Then we come to the 
Bengal National Chamber of Commerce They said that the big Mar wan 
banking houses of Calcutta carry on more than one foim of banking 
business, some of them accept deposits and undeitake extensive lending 
operations Then as regards the mofussil they say that m exceptional 
cases a few of them in towns accept deposits and that it should be parti- 
cularly noted that such piactice of either accepting deposits cr issuing 
cheque books remains still an exceptional feature of indigenous banking m 
Bengal That is at least their experience The Bengal Committee, not 
satisfied with these, asked members of some prominent films of indigenous 
bankeis, both m Calcutta and outside, to give evidence befoie them This 
brings out the difference more clearly You are aware that the indigenous 
banker of Bengal pnmauly is the man known as the ‘Poddar’ He waB 
tlieie before the indigenous bankers of other communities made their 
appearance in that part of the country It is the Bengal equivalent for 
the woid ‘shroff’ — It is used m other parts of India also 

2290 My personal ^knowdedge is that even these Bengal Poddars at an 
earlier stage migrated from othei paits of the countiv They are not 
wholly Bengali by race There is a gentleman who is a partner of the 
banking firm' “Budhunath Suklilal Poddai” of Dacca town who savs “our 
firm is of not less than 50 jeais’ standing ’’ Then he says ‘w r e don't receive 
deposits noyv, this business has been given up on account of the failure of 
certain firms at Dacca m recent years ’ That indicates shaking of public 
confidence and not Ihe fact that they' have been duven out of the business 
by other competitors Another Dacca firm ‘Jagabandhu-Prasnnna Kumar 
Sen’ of Dacca towm, the biggest indigenous bankeis of Dacca, say ‘w r e do 
only hundi business and not money-lending, nor do we leceivc deposits 
from the public or others ’ Then we come to another statement by Mr 
Rajani Kanta Pal, one of the biggest indigenous bankers He says the 
same thing ‘noi do we leceive deposits ’ Mr Golab Chand Somani, one 
of the propnetois of the firm' of Lochmmaiayan Bambilash and m charge 
of the firm at Chittagong, says “We cam on our business with nm own 
capital, but if any man lends money on favourable rates of mteiest, wo 
accept that too We take deposits from outsideis if the mteiest i . withm 
eight annas pel bundled per month In bus} seasons we take deposits 
at slightly highei lates also ” Then he goes on to say that he has not 
suffered m the matter from competition of anybody and theie is no prejudice 
agamst indigenous bankers heie Bather the public geneially prefer good 
indigenous bankeis to foreign and companv banks The indigenous bankeis 
offer greater facilities The indigenous banks and bankeis aie not able 
to meet all demands for accommodation here, and that pnncipally for in- 
adequacy of funds, even though the secuutv is sufficient He has said 
that the public have greater faith m them and therefore they have got more 
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clients 01 moie business than am other of the competitor Still n people 
meiillm" to deposit money with them, why they should not be able to 
secu e sufficient capital to enlaige then business passes my comprehension 
Then no come to another witness, Ml Nnanjan Blima (one of the pro- 
nnetors of Messis Haush Chandra Ram Kanai Bhuia and m charge of 
tho Chittagong bianch of the fiini) who sajs he does not do any banking 
busmens Of couisc he deals with hundis, he appaientlv does not think 
tliat is banking business, but ho does not take deposits Then we come to 
the Calcutta Indigenous Banking firms (Joint memorandum on Indigenous 
Banian" in Calcutta by Mi Kastuiehand Kothari, etc) w ho say ‘the 
indigenous benkeis of Calcutta do almost all rtpes of banking ousiness, 
viz , leeeive deposits at mteiest and lend on poisonal ciccht, sccunty and 
guarantee foi financing tiacle and mdustnes ’ They also say lhat the 
maximum iate of mteiest on deposits in. Calcutta is Rs 5-13 pei cent per 
annum Reading these answeis, the provisional conclusion winch 
natuialh would anse in one’s own mind is this deposit taking among 
indigenous bankcis is laigelv confined to Calcutta, outside Calcutta it is 
mo le the exception than the geneial practice 


2291 Chairman Will you please tell the committee whether you have 
anj tiling m join peisonal expeuence which will enable you to rebut this 
provisional conclusion "—The Indian Chamber of Commeice has already 
given answer to the Provincial Enquiry Committee 

2292 You say that tho indigenous bankets receive deposits on 
interest But the question was put bv the Provincial Enquii} Committee 
as to what iate they weie allowing on vanous accounts, there was no leply 
In fact the Chamber said that ‘‘at present the indigenous bankeis or shioffs 
cany on their busiuess with then own funds With the growth of banks 
m big centics, shioffs or indigenous bankeis have got blanches in tho 
m'ofussil ” When I see the lepoit about the mofussil, I do not find any 
evidence which supports that statement What do -you sav? — There aie 
two classes of banks In one case they leeeive deposits and m anothei case 
they do not leeeive 


Ma\ I puisue this point 9 You say that the indigenous bankeis m 
Calcutta do take deposits? — Some of the branches m Calcutta do receive 
deposits 


2293 But they do not iay so In Calcutta theie is a film of bankeis, 
named Kasturchand, and they rafoim us that the deposits aie not taken 
y any of then branches Theie is anothei who say that they do not take 
eposi is As I have alieady stated there are two classes, one receive and 

the othei do not receive 


T fiiihP o ^ sll ° U , Id ,l di:c , no ' i *° m]SUn deistood, so far as I am concerned, 
‘ P fF 1C ? m G ie desire to see ‘'fiat the indigenous banker takes a proper 

c darl^l ’ e no Jn .Tf bUSme 1 SS ° f the WOlId But 1 to find out parti- 

cularly die point between the conflicting evidence that is befoie us 

England li! 6 amalgamation of small banking houses m 

tion amon" the ho committee what has pievented such amalgama- 

m°arnffigamating ln ^ 1SenOUS 1D do not see any benefit 
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2296 But. jou fuithoi say that indigenous bankeis should be encouraged 
to combine and start ]omt stock banks What practical steps do you sug- 
gest foi achieving this end 0 — We suggest that because we think that better 
conditions will prevail with the establishment of the Beserve Bank 

2297 This is a very vague observation 9 — We have read the evidence 
.given by the Marwan Chamber of Commerce and we support the sugges- 
tion put forward by them If these indigenous bankeis are made members 
of the Iteser\e Bank, we are suie they will get great facilities and naturally 
the difficulties will be lemoved 

2298 Do jou mean to say that they should be compelled to cio so 9 — 
They should not he compelled They w T ould naturally come, when they 
■find that the scheme is advantageous to them 

2299 Do jou piactically suppoit the views of the Maiwadi Chamber 
of Commeice that these indigenous bankeis should be allowed to take part 
m the future banking system of India? — Yes 

2800 You say that joint stock banks should be encouraged to appoint 
the local shroff oi sluoffs to act as then agents in small towns vvhere the 
banks have no blanches, and that by this means it will be possible for the 
banks to reach the smaher merchants who during the busj season require 
financial facilities for moving ciops If the appointment of shroffs as agents 
is advantageous to the banks, can you suggest any leason why banks 
hithcito have not adopted the practice 9 — Unfoi innately theie aie manv 
banks in the nrofussil The exchange banks have also veiy recently started 
coming into the mtenoi of the country These banks have blanches in 
the mofussil and they get tho local advisoiy committees also 

23U1 I am not talking about the local advisory committees You say 
that the joint stock banks should be eneouiaged to appoint the local shioffs 
Now, the point is why these banks have not hitherto adopted the practice 
which you now lecommend? — They have not appointed them, because they 
have not got large facilities and resouices 

2302 You say that these shroffs have not resources But will not the 
appointment of these shioffs as agents attiact business 9 — That may be, 
but without the resources and otliei facilities at each station, this cannot be 
done 

2303 Therefore, youi suggestion is not possible to be adopted as a 
practical proposition in the immediate futme Is it not 9 — It can he pos- 
sible as soon as the method suggested by the Marwadi Chamber m their 
written evidence is adopted 

2304 But at the moment we need not pursue this idea? — No 

2305 About the local advisory committees do you drop that idea also? — • 

No 

2306 You say that it would be helpful if all the banks have local 
advisory committees for every blanch wlieieon local shroffs and merchants 
are invited to serve, and that this wall mspne confidence among the local 
•people (a) Can you suggest why banks have hitherio not lealised this ad- 
vantage and adopted your pioposal of local advisory committees (5) 
Would you agree that it is not possible to force local advisory committees 
.on banks and that it should be left to the banks to realise the advantages 
•of such a course and adopt your proposal? — Some of the banks have 
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ippointed local advisory committees The Punjab National Bank Ins done 

JSO 

2807 Theiefoie, you think that these banks find it possible to have tho 
local advisoiy committees’ — Yes 

2308 If the local shroffs oi bankers who arc associated villi the banks 
are repiesented on local advisory committees is theie not a risk that these 
shroffs may advise not giving loans?— That is not the experience On the 
contrary it would help the local manager to give advances, because the 
local people on the advisoiy committees will have some knowledge about 
the standing of the bonoweis 

2309 Sir Hugh Cache Do you mean to say that they will be tchng on 
the opinion of these advisoiy committees or will theie he any difference of 
opinion?— These committees" will give them advice and help them in some 
respect 

2310 Mr Mann Suhedar Is it not true that the Indian banks, when 
they fust opened blanches, had no local advisoiy committees, but later 
on when they found that the local manager might got some assistance m 
giving loans, they have done so? — l r es 

2311 Mr Clietty In the composition of these local advisory com- 
mittees would you suggest that persons m the locality who themselves arc 
borrowers should be excluded from these committees’ — No Because the 
local advisory committee is not the final authonty If the business pro- 
position is safe and profitable to the bank, there is no reason why they 
should not give loans to the members of the advisory committees 

2312 Mr Dcvadhar If the advice of the local advisory committee is 
sound and appeals to the bank, will not the Manager accept it? — Yes, if it 
is profitable to the bank 

2313 Your idea is that such an advice is always accepted and Ihere is 
no divergence of views? — Yes 

2314 Mr Chetty So these indigenous bankers give their advice in the 
interest of the bank’ — Y ob 

2315 Seth Haji Abdoola Haroon Do you know what work these 
advisory committees are doing? — -They scrutinise all the loans and it is on 
their advice that the manager has to accept the advance of money 

2316 In Karachi I know what the advisoiy committees me doing is 
that they advise the manager that Mr A , B oi 0 should be given a 
certain amount of loan and not the amount applied for, if tbev think so, 
the manager then gets the sanction from his head office and giants the 
oan Is that the work the advisory committees have to do 0 — Yes Tho 
manager puts all the pioposals befoie them and then the loans are granted 

2317 Mr Manu Suhedar Is it true that when a branch of the joint 

S o k-v 8 ^ an °dvisory committee, the local people get more 

con ence . xes, we have already mentioned that in our mitten memo- 


2318 Dr Hydei Do you not think that h\ the appointment of the 
advisory committees, the business of a particular man vvlj be known to their 
competitor —In some respect it is possible, but we cannot help it 


2319 Sir Purshotavidas 
like the idea’ — We are not in 


Thahurdas May I know if the merchants 
a position, to reply to that question But 
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we think the commercial community will be glad to have such committees, 
as the banks would be getting better advice than if the manager were 
alone 

2320 Chairman Would you agree that it is not possible to force local 
advisory committees on banks and that it should be left to the banks to- 
realise the advantages of such a couise and adopt your pioposal? — We have 
not suggested that there should be any force used 

2321 You say that if it is intended to develop Indian banking, restric- 
tions should be placed on the borrowing powers of exchange banks and 
the branch banking activities of the Imperial Bank Would you kindly 
tell the committee whether the Imperial Bank, m your opinion, ib not an 
Indian bank and if not, will you tell the committee what your leasons are 
for thinking so? — We have not suggested m our memorandum that the 
Imperial Bank is not an Indian bank But we have suggested that there 
should be restuctions placed on its branch banking activities By dorag* 
so it will be a help to the shroffs and would prove more beneficial to the 
trading classes 

2322 Theie are many places where the indigenous shroffs are not carry- 
ing banking business Would you object to the Imperial Bank opening 
their branches at such places? — We have said that as w r e are developing 
the banking organisation, the Sarafi system which would be more econo- 
mical should first be given an opportunity 

2323 You say the Imperial Bank is against the development of the 
joint stock bank My friend, Mr Devadhar, may say that it is against the 
development of the co-operative bank I can quite appreciate your point 
of view, it is an Indian point of view, but from that point of view there 
should be no distinction between the Imperial Bank, Indian joint stock 
bank or the co-operative bank All you want is the development of 
banking Is it jour view that the shroffs should be given preference over 
all these banks? — Taking into consideration the fact that these shroffs are 
not well developed in banking and also what has been done m this con- 
nection m the United States, we say that it is a better service if we 
strengthen the hands of these shroffs than the Indian banks or the 
co-operative banks 

2324 Mr Devadhar Am I to understand that you like to give preference 
to the indigenous banker rather than to a branch of a joint stock bank 
or a branch of the Imperial Bank or a branch of the co-operative bank? — 
I am sorry that without understanding the question of the Chairman 'I 
have replied I do not mean that it should be done m that w'ay I am 
very much in favour of the co-operative banks being developed There ’S 
so much field for the banking business in the country that the co-operative 
banks and the indigenous banks would not suffer 

2325 Chairman Now, m the case of Indian joint stock banks afe 
against the indigenous banker, would you give a certain amount of prefer- 
ence to the indigenous banker? — Yes 

2326 I thought you said that idea w ? as based on the principle of the 
Federal Reserve Bank system m the United States Is it not? — The 
conditions that now prevail m India are such that even though the 
preference is given to the indigenous bankers, there wall be a vast field* 
for the other banks 
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2327 i'r.e whole question is how to develop banking facilities m the 
country If at a place the indigenous banket is not doing banking business 
and the Impenal Bank wants to open its blanch, Mould you object to it?— 

I s ay if our tiade is to be developed, thcie may be these shroffs But 
where theie aie no such slnofts, other banks should open then blanches 

2328 Theiefore, am I correct m saying that you do not want to give 
paniculai piefeience to any type of indigenous bankei without < onsuler- 
mg che local conditions’ I Mill quote the instance of Bhngalpui If it 
is "found that the indigenous banker will submit himself to ccilain icguln- 
tions and if he can develop the banking business, naturally the concession 
should be given to him But if thcie is no such poison and if mo have 
ti bianch of the othei banks, would sou object to it? — Yo 

2329 Sir Punhotnmdas Ihaluulai You do nob suggest that the 
Imperial Bank or unv othei bank should be pi evented fioni opening 
branches What you sav is that wheic theie aie no shroffs, they should 
be allowed to open blanches Is it not? — Yes 

2330 Chairman In your memoinndum you hue ^aid that the activi- 
ties of the rmpenal Bink in the opening of In .inches should he =evercU 
cm tailed What do vou mean by that 0 — Wc mean that then activities 
should be stopped tompoianlv 

2331 Mr Chctiif You sa.d that the eneouiagement to the shroff 
in the banking system would prove to be moie economical What is 'sour 
’dea° — If a bank advances ft loan, its mte of inleicst will nalmally be 
higher taking into consideiation the cost of management, whereas the rate 
charged by the indigenous banker will bo cheaper 

2332 You am speaking fiom the .ndigenous banker’s point of view 
I am looking at the question fiom tho point of new of mduslucs and trade 
What I am trying to find out is this Do voj agree that the pnmarv 
concern in opening the blanches must be to provide facilities foi industry 
and trade’ — Yes 

2333 If theie are no shroffs, how me von going to provide facilities 
for the industiies 0 There should he some branches of tho banks' 1 — What 
I say is that it is necessaiv to develop the Sarafi svstem In the end it 
would piovo cheaper 

2334 Indian, industries should havo funds and how are you going to 
advance them moneys without sufficient resouices 0 — If the system 
suggested by the Marwadi Chnmbei of Commerce is adopted, they will 
be able to take resources from the Rescue Bank and then give loans to 
the boirowers 


. 2335 Mr Man u Subcdar You say that the indigenous banker at 
piesent provides facilities with his own resouices But if his resources 
are impioved by lmkmg him up with the Reserve Bank, do \ou think 
be would be able to give facilities of loans at a lower rate?—' Yes 

2336 Do won think that this indigenous banker can assist industry 
and hade by giving loans much better than the other banks 0 — W 0 have 
said it plainly m oui wnttcn evidence 


2337 You said in answer to a question that the indigenous banker 

3 1 \ f, bl ° t0 , ° 1VG Ionnc! at a lower rate If he does that way, do 
you think that a borrower-I am speaking from the point of view of the 



public — will 1 other go to the indigenous banker for a loan than to the 
•branch of the Impel ml Bank 0 — He will go to the indigenous bankei 

2338 Chairman Ye have bcfoie us the evidence of a gentleman who 
is carrying on the busmens of the indigenous bankei at a mofussil place 
m Bihai He tells us that so 1 ai as he ic concerned, he has got adeqnat-e 
lesouices But Ins difficulty is that he cannot employ those additional 
resoul ecs m the business When lie nos asl ed how that was, lie told 
us that the piofess’on of giMng loans is losing daily Even though they 
are moie lenient m the icalisition ol the loans than the joint stock banks 
they find gieat difficulty m emploung then lesouices That wall con- 
vince my fnend, Mi Mann Subcdai, that even when iheie aic lesouices 
avndnble, there will be no improvement m banking Tlieiefore, X say 
that we cannot have a goneial ari.mgmncnt oi a geneial regulation We 
base to take into conndointion the cneumstnnees of the locality oi the 
place .and then to decide That is exactly my point 

2039 Mr Lamond You sav that Indian joint stock banks will givo 
kettei facilities than the Imperial Bank May I know m what direction? — 
In m~ny directions they me offeung bcttei facilities Fiorn my experience 
ot the jute turtle in Bengal 1 find tliev are getting better 
facilities from the joint stock banks than the Impctial Bank m the move- 
ment of ciops fioin mofussil centres to the port, with legatd to the baling 
business and bx way of obtaining clean eiedd 

2310 Dr Hydcr Taking tilings as they are, is there any difference m 
the late at which money is advanced dncct b\ the indigenous bankei to 
the bonowei and the late at which a joint stock bank advances to the 
borrow ei, given in both cases that the security is the same? — Everything 
being equal, the indigenous bnnkeis sometimes lend at cheaper rates 
than the joint stock banks 

2311 Is that youi C\penence in Bengal? — Yes 

2342 Sit Hugh Cache Arising out of these questions, would you 
sub^tube to the view that the heulUu competition between indigenous 
huUkeis and oil ti banks whether it bo Jmpenal, joint stock or otlieis is 
beneficial to the commeicial community and the public at laige? — Yes, 
if the indigenous bankei is given Ins piopei place m the banking system 
of the countiy and if piopei facilities were given him, then we may say 
that ilie competit’on is healthy 

2343 Mr Dcvadhar Knowing the lates of interest that aie at piesent 
prevailing in some paits of Bihai and Onssn and Bengal, don’t you think 
that a farmei m the luial mens will be able to got bettei finance at 
cheaper iates from his owm co-operntiVe society than he would be able 
to get it from the indigenous bankei of the locality? — We aie not lefernng 
to the agneultunst at present 

2344 I am looking at it from the point of yicw of the agneultunst 
What is your opinion? 

2345 Chairman The indigenous banker foi whom w'e aie talking of 
givmg some concessions m return foi some lestnctions arc not the people 
who are dealing in mial areas or aie financing the farmcis Judging from 
the provincial lepoits, almost every lepoit says that it is only the petty 
money-lender who does not accept deposits that is dealing m the lured 
aieas with the farmcis direct There, Mr Dcvadhar, these gentlemen 
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wjII not be able to answer your question The Bengal Report says that 
the part played by the indigenous banker in the financing of agriculture 

is insignificant 

2346 Seth Hap Abdoola Haioon You say that banks should be 
encouraged to help the local shroffs to act as agents You know at present 
the shroffs are not only doing banking business but otlici business as 

we ]j 9 . We don't press our statement We now support the proposals of 

the Marwadi Chamber of Commerce m regard to this mattei 

2347 Dr Iiydci If you say that the indigenous banker is able to 
lend at cheaper rates than the joint stock banks, how is it he is not able 
to oust the latter oi otliei money-lending institutions, and how is it you 
ask for special protection for these people? — We have made the point 
perfectly clear m our memorandum Formerly these indigenous bankers 
had veiy large resources at their command, but now their resources have 
dwindled down owing to vanous reasons If they ore pio\ided with 
more facilities, then thev will be able to lend at cheaper rates 

2348 Therefoie, you say that they should be provided with more re- 
sources Do you not think that by so doing you will be really handicapping 
the competitor of the indigenous banker? — But then, the resources of the 
joint stock banks are not quite sufficient to meet the needs of the country. 
That is the difficulty 

2349 Mr Chetty Does the indigenous banker m Bengal, whom you 
are thinking of, manage to attract deposits from the public at cheaper 
rates than the Impenal or the joint, stock banks’ — It all depends on the 
standing and position of these indigenous bankers 

2350 So, you say that they were formerly able to attiact deposits at 
cheaper rates’ — Yes, but now such firms are fast disappearing 

2351 Mr Rxishforth I gather fiom the answer that one of the reasons 
why the Chamber is m favoui of giving facilities to the indigenous banker 
is that the latter wall be able to derive some inci eased facilities when the 
Reseive Bank is formed, of which he will become a member Therefore, 
is there any leason to believe that similar facilities will not be affoided to 
the joint stock banks’ — We have already said that the indigenous banker 
offers the cheapest facility end therefoie he should be helped 

2352 Dr Hydcr Taking things as they are, don’t you find that some- 
times the indigenous banker borrows at the rate of 6 or 7 per cent from 
the joint stock banks and then lends it himself at 9 to 12 per cent 0 — Yc&, 
because the indigenous banker takes the risk m lending out whilst the 
banks do not That is the diffezence 

2353 You remembei my point was “provided the security was the 
same ? But then what we say is that because the mdigenous banker 
takes the risk which other joint stock banks do not, the difference in the 
rate that they earn is quite justifiable 

2354 Mr Mann Subedar Do you imply that after the expansion of 
joint Stock banking rn the country theie will Still be some work left for 
the indigenous bankei who could operate to public advantage? — That is our 
opinion The real point is that the mdigenoug banker must stand or fall 
by the amount of public confidence evinced m them 

23o5 Chairman You have already referred to the meagre supply of 
credit facilities to Indian merchants engaged m foreign trade Wrll not 
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restrictions on the Exchange banks’ activities reduce still further the 
available facilities to Indian merchants? — We want someone else to take 
ftheir place We want the Imperial Bank of India and other Indian joint 
stock banks to take up the exchange business 

2356 But are there any restrictions placed upon joint stock banks at 
present from doing exchange business? As a matter of fact you know 
-that, the Central Bank of India is doing the woik now’ — Only to^a very 
small extent 

2357 How would you encourage them to do so 9 — We have explained 
the point thoroughly m our memorandum There will be no lack of 
facilities if Indian banks took to the business of external tiade 

2358 1 If the activities of the Imperial Bank ate severely controlled as 
proposed by you, do you think that joint stock banks would be able to 
give the same facilities to the public as the Imperial Bank has done 9 
I think you have already answered my point by saying that the public 
must submit themselves to a temporary inconvenience Is that not so 9 — 
That too will not be necessaiy when the Reserve Bank is bi ought into 
■existence and if shroffs are taken in as members 

2359 What guarantee is tlier e that jour indigenous banker having 
secured a monopoly will not try in his own interest to get as much out 
of the people to whom he lends money as he can? — We suggest that if they 
could borrow from the Reserve Bank at a specific late, it could be laid 
down that their lending late should range between 2 oi 3 per cent above 
that rate 

2360 Even so it may happen that a joint stock bank wdnch gets its 
finances fiom the Reserve Bank might be able to lend at a cheaper late 9 — 
In which case the borrower can go to the joint stock bank As we have 
already said that under such circumstances there will be no objection to 
healthy competition between the joint stock banks and the indigenous 
bankers 

2361 But then you want to impose restrictions 9 — The object of the 
restrictions is that the indigenous banker must be aible to get his resources 
from the Reserve Bank and for this if he is made a member of the Reserve 
Bank, that wall do 

2362 You have already given various answers to vanous members 
which may not coincide with wdrat you are now saying Therefore, I will 
mot pursue the point further 

2363 Sir Purshotamdas Thakurdas Let me make the position clear 
All that you said is that you don’t want the Impenal Bank to open more 
'branches because of your idea that these branches may not be paying? — 
Yes 

2364 Though you include m your definition of Indian banks, the 
Imperial Bank also, still you make a difference between the Indian joint 
stock banks and the Imperial Bank, because the latter is supported by 
Government Is that not your point? — Yes, because the Imperial Bank 
"has got certain advantages over all’ other banks 

2365 Chairman (to Sir Purshotamdas Thakurdas ) — When you read 
his answers, you will find that he has bot been consistent in his answers. 
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2366, Witness I think the confusion arose -when you (Chairman) 
mixed up the joint stock banks with the Imperial Bank 

2367 Chau man I first put the question to you whether you included 
the Imperial Bank m the expression Indian banks and you said you ?— We 
neree we said so but we have made a deal distinction between the Indian 
joint stock banks and the Imperial Bank of India m our memorandum 

2368 Mr Chetty You are talking of the Impenal Bank on the one 
side and the joint stock banks on the other and you never ^ talk about 
them togethei on any one point 1= that what you mean? Yes 

2369 Sir Puishotamdas Thaluidas Do you suggest any piefeience or 
advantage foi the indigenous banker? — No, none at all 

2370 All that you suggest by endorsing Mi Manu Subedar’s suggestion 
is that you want them to occupy the position which they occupied some 
years ago? — Yes 

2371 Chan man Now you have consideiably modified youi views 

2372 Sir Pinshotamdas Thalui das —I felt tlieie was some mis- 
apprehension with legaid to the questions put to the witness 

2373 Chau man Tlieie aie complaints that the Impenal Bank has 
upset the working of indigenous hanks by lowenng rates m districts m 
which they have opened blanches There aie also complaints on the other 
hand that rates m the distncts aie still too high What are your views 
1 egardmg these complaints fiom the agriculturist's and tiadei’s point 
of view? — We do not deny that the Imperial Bank has been able to low r er 
the rate m many places, but we have mainly based oui suggestion Yrom 
a broadei aspect 

2374 You say that the success of Indian banks will mainly depend on 
the Indian public which should leahse its duty to support Indian banks 
By their large deposits with the foieign exchange banks, the public have 
Ehown their confidence in those institutions Do you think bv legislation 
restricting the bonowmg poweis of these foreign banks, you can transfer 
the confidence of the public from one institution to another? — We have 
nevei said that public have shown their confidence with the Exchange 
banks by depositing then funds with them, but we have said that owing 
to their premier position which they occupy m the foieign exchange business 
of the country they are able to attract deposits 

2375 The Bengal Committee m their Beport say “The depositors 
are attracted to other institutions not meiely because their lates of 
intei est on deposits aie higher, foi m seieial cases they aie low r er, but 
because of the sense of security engendeied by publicity and busmessbke 
methods of such institutions’’ Well, w r e find conclusions like that itr 
almost all Provincial Banking Committee’s repoits What aie vour views 
on the point? We have already said m our memorandum the impoitance 
of the external trade of the countiy and the growth of that tiade among 
Indian merchants and Indian banks could only be possible if w r e can by 
some means oust the Exchange banks fiom tlieiv business m this country 
and this could only be done by putting some restrictions on their deposits 

2o76 Do vou think that deposits which now go into the hands of the- 
Exchange banks wdl go into the hands of the joint stock banks and indi- 
genous bankers 0 — Yes, we think so 
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2377 Chairman It has been pointed out by one of the Provincial Com- 
mittees that the ideal to be aimed at is the distribution of the total amount 
of savings available for Investment among the competing institutions in 
India m due piopoition having regard to then national Importance, that 
it is out of the question to leach this ideal by any sort of eontiol and that 
a bank'ng council should be set up which should collect and keep up to 
date mfoimation on the demand for capital and bring to public notice 
and ventilate by public oiiticism any maiked disparities m the access of 
different investment institutions to the capital available Have you am- 
tiling to say on tins suggestion 0 — 1 saw this suggestion onh vertex dm and 
I lia\e not had tune to study the lenoits you lefer to, tlierefoie I am not 
m a position to express an opinion 

2378 Mr Manu Subcdar You suggest that the facilities which the 
Exchange banks have got foi leceivlng deposits should be lestneted 
If you did so, ton would bp withdrawing a laige amount of loanable capital 
which is at piesent financing foieign tiade You Mould be putting that 
in tlie Indian banks which could then finance internal tiade You think 
that would low ei the lates of mtciest for the financing of internal trade, 
but it might laise the iates of interest foi financing foieign trade Do 
you considei that position satisfactoiy ? 

Chan man ( to Mi Manu Subcdar) May I put to you that the various 
pioposals should be taken as forming pait of one single scheme md that 
it is pait of that scheme that adequate facilities should be given to Indian 
bauks — m which I include the Impel lal Bank — to carry on the foieign 
trade oi the countiy , and that I think is a sufficient answer to your 
question — No, Su 

trifacss \Ye have sugge c ted that the lestnctions on the Imperial Bank 
xegaiding exchange business should be iemo'\cd at once because, as we 
have shown, wo leguid the linpoit and expoit tiade to be of the greatest 
impoitancc to the country 

2379 Do you think that taking the banking mteiests of the countm as 
a whole the lestnctions which you suggest on the Exchange banks would 
be justified? — Yes 

2380 Dr Hydcr What do you mean by 'lestnction ° Is it prohibi- 
tion, or do you mean that they should be put under any taxation dis 
ability ? — They should not he allowed to receive any deposits at all 

2381 Chairman You lefer to a number of banking communities, 
members of winch have a natuial instinct foi banking and suggest that 
scholarships should be ofieied to suitable youngmen to study modem bank- 
ing methods Do vou lefer to -voungmen of these communities? — We 
refer to youngmen of all communities 

2382 Would these scholai ships be tenable m India for study of banking ' 
methods m banking institutions in India ot would they be tenable m 
countries outside India also 0 — It w'ould be much cheaper to gi\e them 
faeililies m India But if funds aie available, they should be given scholar- 
ships and sent abroad to studv banking Scholarships should only be 
given to -voungmen who show some special aptitude for banking 

2383 Do you think that the indigenous banks will he able to employ 
these people on adequate remuneration — Yes But the indigenous bankers 
will not go out of their own communities, if they can get good men wntliin 
their own communities 
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-^384 Therefore, is it your view that it will remain a sort of close 
reserve -No if the business of an indigenous banker is developed to 
such an extent that it would be profitable for him to employ men of other 
communities, then certamly he will employ them 

2385 You say that the Imperial Bank has failed in its duty to offer 
facilities in times of emergency to other joint stock banks m India Can 
\ou give any instances where the Imperial Bank has failed m its duty?— . 
If you will read oui memorandum, we have said, “in the best possible way” 

2386 Can you give concrete instances where the Imperial Bank lias 
’actually failed m its duty to offer facilities m the best possible way’— There 
ns the instance of the People’s Bank 

2387 At the time of the failure of the People’s Bank, the Imperial 
Bank as it exists to day did not exist Therefore you cannot give the 
'Committee any specific instances of banks w Inch were not helped by the 

Imperial Bank in times of emergency ’—We can give examples of other 
countries 

2388 Can -you give an example where the Imperial Bank has failed to 
give the facilities w’hich you contemplate “m the best possible way ? — 
Thete have been no such cases But in other countnes, banks at such 
turns can count on the Central Banking authority for help Since m our 
countr> the Imperial Bank is not the bankers’ bank, other banks cannot 
count on the help 

2389 What happened m the case of the Alliance Bank? — -The Imperial 
Bank sgieed to advance eight annas to the rupee to the creditois 

2390 But it did then come to the assistance of the depositors of that 
' bank — The impression m the country has been that since the Alliance 

Bank was an English bank, the Imperial Bank came to its help We 
have given the case of the People’s Bank also 

2391 But you mutt not forget that we have m our midst a gentleman 
(Su Puisholamdas Thakurdas) who know’s all about the Impenal Bank 

- since its formation m 1921 


2392 Mr Chetiy Apart from the fact that theie have been no instances 
since the institution of the Impenal Bank, m which the Imperial Bank 
refused to come to the assistance of indigenous banks and ordmaiy joint 
stock banks, you think that they do not rely upon the Impenal Bank for 
help’’ — They do not count on the Imperial Bank for assistance 

Mr Mann Subedar Theie is no legal or statutory obligation at present 

Mr La Di and But the Impenal Bank not only assisted the Alliance 
Bank of Sim’a but also helped the Bengal National Bank 


2893, Mr Manu Subedai The Impenal Bank, you say, is not the 
bankeib bank, the Impenal Bank aie ilie Government's bankcis, they 
are regulating the maiket by fixing the bank iate, but the control of tho 
currency is not in their hands, it is in the hands of the Government, 
the i_mpenal Bank themselves, wdien they need some additional facilities, 
•••+ ° 11 f 1 , 0 iT GZZ t? 1G ^ a fa ams l bills and the Government do not lend 
tc T ep a ® Bank rate Do you think that is a good anangement? 
JM Imperial Bank themselves cannot borrow at any rate otbei than 
'Do \n °^ 5er ms titutions ln times of emeigency 

J f ?« eSS be ? GSe 7 e BaDk 18 e^bshed a *d the control 
o, currency and credit is combined, additional facilities should be given 


257 


to the Impenal Bank to bonow from Government from the Cuirency 
leserve at a lower rate? — That facility should be obtainable for all member 
banks 

2394 As we aie at piesent located, the Imperial Bank has to look to 
its own cash, they must feed themselves first, they aie also a commercial 
bank, the question of facilities to other banks comes after How can they 
giv* iaeihties if the Government do not lend them money at cheaper lates? — 
"We think that the entire system is wrong 

2395 The assistance to othei banks can be m the form of loans against 
Government securities or the rediscounting of their bills The Imperial 
Bank, since it became the Imperial Bank, has been as a rule, giving such 
loans against Government securities Do you know of any other banks 
which lend out like the Imperial Bank? — No we do not know 

2396 Do you think that the Imperial Bank can rediscount the bills 
of other banks except at the bank rate? — -No 

2397 Is that a very unsatisfactory system you think? — Yes 

2398 Chairman In your memorandum you say, “No amount of help 
oi measure 0 can lead to any growth of banking if the Government of the 
•country is a constant borrower of money at a high late of mteiest” I 
think vou do not stress the fact of Government borrowing constantly so 
much as the fact of the high rates of interest? — We do not stress the 
fact thaxs the Government is a borrower of money 

2399 You say that the atti action of large deposits by Exchange banks 
Is due to the huge financial resources and to the control they exeicise over 
the externa 1 trade of the country Would you kindly explain how the 
exercise of control over the external trade of the country has the effect 
suggested by you? — If we want to engage in the impoit and export trade 
of T li3 country, we have to send bank references But if we deal through 
Exchange banks, we do not have to send such references Therefore we 
have to keep accounts with them 

2400 You say that the deposits of Exchange banks are used mainly to 
finance the external trade and not Indian trade and commerce Do you 
mean by Indian trade and commerce internal trade of India , if so, do you 
not consider the former as essential as the latter? — Because we consider 
both internal and external trade equally essential, we suggest that there 
should be lestnctions on Exchange banks so that Indians may be allowed 
to take their proper place 

2401 Here the question is not one of restriction on internal tiade • — 
Thar is why we want Indians to take their proper share m the trade of 
the country 

2402 While you complain that exchange hanks are not utilising then 
deposits m financing internal trade, complaints have been received from 
other witnesses that the Exchange banks are already entering into compe 
tition with the Indian joint stock banks m financing internal .trade to the 
great disadvantage of the latter Have you anything to say in regard 
to this? — Dp to a few years back they were confining their activities to 
external trade only. 

2403 Dp to how many years back? five years? — Say, up to ten years, 
they were confining then operations to ports, since then they have been 
taking interest in the internal trade of the country 

Vol. HE 
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2404 And Indian banks are not doing so in regard to external trade? — 
They are only beginning to do it 

2405 Mr Lomond Do you know that the exchange banks opened 
their blanches m the up-country over 10 years ago? — I do not know 

2406 Mr Buckley Aie they doing more business to-day than ten 
years ago 9 — I do not know Peihaps this Committee knows this better. 

2407 You now find that Exchange banks me trying to play an import- 
ant part in the internal trade of the country — We want Indian banks to 
do that 

2408 Dr Hydcr What do you mean by “up to the ports”? Do you 
mean that they are carrying on banking business as well as regulating 
the movement of crops, etc ? Aie they also talcing things from the 
ports to the mtenoi which they did not do befoie? — No, 

2409 Sir Purshotaindas Tliakurdas Have you m mind certain Japanese 
firms or othei firms? — Both 

24X0 What kinds of trade aie the Japanese banks assisting?-— Jute for 
irstance 

2411 Mi Buckley Can you name a blanch of any of these Japanese 
banks in the mofussil of India? — The Japanese expoiters of cotton pur- 
chase in the mofussil and can always get money from their banks at the 
ports, while we mei chants cannot do that 

2412 I thought you said that Exchange banks were extending their 
branches up-countiy? — They have been extending their activities up- 
countiy 

2413 Can you give us an idea of how many blanches they have opened? 
— I do not know of any branches opened up-eounliy I only said that 
they 'Vere trying to finance the internal tiade 

2414 Do you not think that they have opened seveial blanches for the 
express puipose of enabling the Indian meichants up-country to do direct 
busings with foreign countnes and thus to save themselves the middle- 
man’s charges at the ports? — But the Indian merchants now wush to deal 
duect with foreign countries without the help of the Euiopenn middlemen 

2415 If I told you that some of the branches have been opened at the 
express wish of the Indian meichants to enable them to import their 
piecegoods, are you in a position to deny that ? — We have said that they 
do give help to the piecegoods merchants We have also said that the 
part which the Indian merchants play m the import and export trade of 
India is very insignificant 

2416 It is not so insignificant m places like Amritsar and Cawnpore 
and Delhi —But, Sir, do they export direct oi do they deal through 
Bombay and Calcutta? Our information is that very 7 few of these merchants 
expoit direct to other countries 

2417 Mr Buckley My point is that the existing blanches of the Ex- 
change banks were opened many years ago for the express puipose of 
enabling Indian merchants to do import and expoit business With foreign 
countries duect 

2418 Mr Manu Subedar When you said that Exchange banks are 
coming into the field of internal trade what is the internal trade that j t ou 
refer to? Goods are moved from the producing centres to the ports, partly 
to be used at the ports and partly to be exported Is that the internal 
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trade which you say that the Exchange Hanks are engaged in? — The move-' 
ment of goods from the producing centres to the ports is internal trade 

2419 Is it your grievance that the Exchange banks are now financing 
the movement of crops from the producing centres to the ports 9 — Yes ' 

2420 And vice versa also, from the ports to the interior? — Yes . 

2421 You say that that should be the field of finance for the indigenous 
banks 9 — Yes 

2422 Chairman I asked you whether by Indian trade and commerce 
you were referring to both import and expoit trade You said, yes Now 
you go on to say that the Exchange banks are largely interfering in this 
business and that they have been domg that for ten or twenty years — 
Theie is only a tendency on their part to interfere in that trade also 

2423 You say that no foreign bank has been successful m obtaining 
foot-hold m Australia So far as I understand there are 18 commercial 
banks m Austialia of which three including the Bank of New Zealand are 
foreign banks with branches m Australia, three have head offices m London 
and only the remaining 12 are essentially Australian institutions with 
bead offices m Australia and branches m London Are you m a position 
to conti adict my information 9 — I have been to Australia and I have seen 
these things for myself I am correct m saying that the foreign banks have 
not been successful m obtaining any hold there , they are only domg agency 
business 

2424 Then you are making a distinction between banks domiciled 
outside the Empire and banks domiciled m England I am referring parti- 
cularly to banks domiciled in England There are three banks which have 
head offices m London and it appears that m the case of these three banks 
there is no discrimination made m Australia Are you m a position to 
contradict my information? — Contradict m what way? 

2125 That there are such banks — Australia and England are so closely 
connected that practically the whole of their business is with England; 
therefore these banks may be playing a certain part m the trade of 
Australia But my information is that Australian banks are domg the 
major portion — nearly 90 per cent — of the busmess of Austialia 

2426 Chairman You refer to restrictions m Canada against -non- 
national banks carrying on any busmess there Can you tell the Committee 
whethei the provision for a majority of the directors of banks in Canada 
being natural born or naturalized subjects of His Mnjestv and domiciled 
m Canada may not be due to the note issue privileges enjoyed by these 
bank'? 1 ’ — The position m Canada is m maiked contrast with the position 
m India In the former country Government not only give protection 
to indigenous banks by providing certain restrictions, but they give them 
nous-issue powers, while in the case of India we find that not only have 
we no protection agamst foreign banks, but the banks have no note-issue 1 
powers 

2427 It does not follow, because the refusal to grant note-issuing powers 
may have arisen from quite a different consideration I have alreadv read 
out to you the finding of the Provincial Banking Enquiry Committee of 
the province which your Chamber represent ‘there they have said that? the 
real trouble is want of confidence among the public m indigenous bankers. 
If the public have no confidence m a particular type of banks — and J in- 
clude indigenous bankers in this expression — naturally Government might 

s 2 
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considei it undesirable or undefendable before the public to grant that 
particular organization free powers to issue notes?—' Wbat few banks we 
] iavc in the country have been able to make a certain amount of deposits 
end looking to the record we cannot say that the Indian public have ro 
confidence in the banks But if powerful rivals are working and they have 
come special monopoly of trade, it follows that they can also attract 
■deposits As you said m the case of Canada, Government have given not 
only protection but certain facilities, while m the case of India we have 
sio piotection and no facilities 

2428 The note-issuing facilities stand on a different _ footing Such 
facilities cannot possibly be given indiscriminately and. if it is done, it 
may be a positive danger to the community at large 9 — We do not advocate 
that indiscriminate powers should be given I wanted to bring out the 
contrast between the two countries 

2429 Do you refer to Indian joint stock banks or to indigenous banks? — 
I am talking of the whole banking system of the country 

2430 If so, you would immediately get into troubled waters, because 
the indigenous banker so far has not produced or even maintained proper 
accounts — We are not discussing the suggestion about note-issue 

2431 You say you would restrict the right of dealing with the Reserve 
Bank to the Head Office of the Industrial Bank Can you give the Com- 
mittee any idea of the nature of dealings between the Reserve Bank and 
the Industrial Bank? — An industrial bank may make advances for floating 
capital to an industrial concern and it may make such advances against 
bibs, at times if it requires additional capital, it mav draw* such capital 
from the Reserve Bank on the security of those bills 

2432 Firstly, it is advance on bills and secondly, advances on any 
other account? — The industrial bank will also make ndiances of fixed 
capital of a long-term nature just as Government at present are issuing 
currency against ad hoc securities It is only a promissorv note backed 
by another promissory note If the Reserve" Bank is allowed to issue 
currency to a certain extent against the advances made by the Industrial 
Bank of a long-term nature, that would give additional facilities to <he 
industries 

2433 Let me understand your ideas clearly Your first class of advance 
is clear, i c , the Reserve Bank will make advances on the security of bills, 
"that is In rediscounting bills? — Yes 

2434 Secondly, you say that the Reserve Bank will provide additional 
■currency on the Basis of a promissory note deposited by tlie Industrial 
Bank with the Reserve Bank? — No, they have the security of the concern 

Industrial Bank has made advances The Industrial Bank 
wi 1 be malnng advances on security and that security may be pledged with 
the Reserve Bank and additional currency drawn upon 

2435 Therefore they will be able to get additional credit from tbe 
Reserve Bank after depositing with them the security to which you refer 9 — 


2436 Dr Hyder Your idea is that the Reserve 
become an Industrial Bank also? No 


Bank should really 


, 2437 If you have long-term securities ?— Only a certain ncrcenta-e 
,h? seourit7 concern /better then the ad hoc 
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2488 In so far as the nature of the security is long-term and the- 
advanoi is given on this long-term security, your Reserve Bank becomes 
a commercial bank, an Apex bank plus an Industrial bank? — No, but if 
the Industrial Bank wants additional facilities at any time for some reason, 
it mav at such times draw currency from the Reserve Bank 

2439 Chairman Can you tell me of any other country m the world 
where additional currency would be created in this manner? — The Reserve 
Bank system of America 

2i40 Under the Federal Reserve system of America, they issue addi- 
tional cunency on the strength of securities you refer to? — On the strength 
of trade bills 

2441 You were not talking of trade bills, but of certain securities 
possessed by the Industrial Bank — There is the fiduciary issue, but so far 
as we are aware, we do not know of banks where additional currency is 
issued against the security of industrial concerns 

2442 Mr Manu Subedar You said that Industrial Banks should get 
rediscounting facilities fiom the Reserve Bank? — Yes 

2445 By re-discounting you mean re-discounting of bills drawn on the 
Industrial bank by their constituents and accepted by the Industrial bank — 
Yes 

2444 Foi what maturity would those bills be ? — They may be for three 
or six months 

2445 With regard to long-term facility, you suggest that the Industrial 
Bank should go to the Reseive Bank and similarly give documents on 
whoh there are two signatures, their clients and themselves and re-discount 
the promissory notes Does it not come to the same thing? By additional 
euirenej all you imply is that the Reserve Bank should give advances? — 
That is so 

2446 If the Industrial bank’s funds weie short, they could go to ohe 
Reserve Bank and draw on them against the security, first of the bills 
and secondly of the promissory notes, the latter being foi a long period — 
We have said that the Industrial Bank would make two advances, those of 
a temporary nature and long-term nature, as India is an industrially 
backward country, if it is necessary to borrow on long-term, then also 
there should be no difficulty 

2447 Chairman Throughout your answers when you were using the 
word ‘currency’ I suggested you meant ‘credit’ and I think you do mean 
that When you said ‘currency’ and leferred to ad hoc securities, you 
really meant credit If you leave it at that, I do not think any other 
question is required — Yes 

2448 Mr Manu Subedar Foi what period do you want advances 9 — 
It will only be m exceptional cases that facilities would be required against 
long-term advances 

2449 Your idea is that even in those exceptional cases they should 
have somewhere to go — Yes 

Chairman You say that no facilities aie available for financing of 
industries m the initial stages It has been suggested by one Chamber 
that capital for starting an industry must be found by the promoters and 
that the assistance of banks should be sought only for later extensions 
and for floating expenses What are your views m regard to this sugges- 
tion? — -We have stated m our memorandum that in the initial stages 
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helD 15 sometimes necessary Several times people mate an estimate of 
the cost of the industry, but befoie the industry is ^ ** 

thev require a certain amount of money to complete the concern and at 

sued times it is very difficult to get help 

2450 I take it that as commercial banks do not lend on long-term 
securities, it is against their general practice to grant an advance m a 
case of this sort — -Yes 


2451 And you think that the industrial bank should be Stai ted iO 
affoid facilities of this soit 9 — Yes 

2452 You say that there are certain industries which lequnc finance 
for selling goods on credit but do not get the same, and the} should be 
enabled to raise money on the security of bills on their customers Does 
the practice of drawing bills on customers obtain at present and do indus- 
tries find it difficult to discount such bills? — The practice exists to a certain 
exte it and it requires to be encouraged If people can easily get financial 
facilities on the security of these bills the custom would develop 


2453 You say that industrial concerns managed by Indian films find 
it very difficult to place debenture loans on the market. Will you tell the 
Committee whether European films have been successful in placing such 
loans m the market? — We cannot say 


2454 You say that there is no organisation in India which could guide 
the imestors m the matter of debentuie loans and that if an industrial 
bank is established, debentuie loans issued by fhera will be popular with 
■the investing public ovung to the confidence and the security created bv 
the association of the loan with a first class industrial bank Of course 
you want the Industrial Bank to underwrite the loan 9 — In some cases 
it may underwrite, and m some it may directly sell m the market 

2455 That is, }ou really want India to adopt the Gross-banken system 
of German} 9 — Yes, m this case 


2456 I understand that m Germanv a Committee of Admission con 
sisting of able bankers and merchants is appointed by Government to 
scrutinise all new securities introduced into the market and to express its 
opinion as to the desii ability of the introduction and quotation of the 
security concerned and that a Syndicate of banks and prnate firms take 
ovei loans from the industrial undertakings m agreed proport'on with a 
view to issuing the same themselves This is said to create an atmosphere 
of confidence and trust m mdustual stock Do you think a similar pro- 
cedure will create the necessary confidence m the Indian investing public 0 — 
JNo syndicate of banks exists m India and it is theiefore that w e hove 
suggested that the Industrial Bank should be brought into existence If 
trade and industries develop to the extent we desire, such banks may come 
into existence and the suggestion may then be considered 


i i 24 -, 57 to whethei you desne something of the sort estab- 

fished in India as part of vour scheme of Industrial Bank— We have 
stated that the .Industrial Bank will be able to create confidence m the 
investors and if the debentures are placed through the Industrial Bank 
the investors will have moie confidence in the concern 


, 24 f 8 t ° ld other day that shareholders’ associations have 

been formed m Bombay Calcutta, and Madras and that they are engaged 

n , ot , tlus propaganda work itself helf> the market 
various securities, including debentures 9 — Propaganda ajdne, I do 
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ant flunk, is sufficient So far as the Calcutta Shareholders’ Association 
is concerned, its activities are confined to finding out any unfan treatment 
••meted out to the shareholders by the Managing Agents 

2459 They are like Laboui Unions 1 

2460 Mr Manu Subedar What is the unpopularity of debentures m 
Indi i due to in youi opinion? — We have not referred to unpopularity, we 
say that there is no oiganization to guide the investor 

2461 Therefore you suggest the intermediary of industrial banks 9 — 
Yes 

2462 If mdustnal banks are established, you think debenture issues 
will be very popular 9 — We have said that they are a very good form of 
investment and capital would be forthcoming 

2463 Aie you awaie that theie is a stamp duty on the issue of deben- „ 
tur-s as well as on their transfer 9 — If there is anything to hamper the 
growtli of the debenture system, that should be removed 

2464 The duty is l 3 t per thousand of issue and I think 3f on the 
transfer per thousand There is not a duty on shares Don’t you think 
*that such a duty would interfeie with the populanty of debentures 9 — 
It would ceitamly, those who take debentures will certainly take into 
consideration the expenses they would have to incur 

2465 What aie youi suggestions with regard to the stamp duty on 
debentures? — The duty should be lowered considerably if the debentures 
are ti be made popular 

2466 Mr- Shanmiikham 'Ghetty If an mdustnal bank takes up the 
debentures of an industrial concern or helps it in any way, would you 
think it ‘advisable to insist that the industrial concern should set aside 
a sinking fund to meet the obligations ansrag out of the debentures 0 — 
That is a question of detail which can be gone into by a sub-committee 

2467 You do not subscnbe to the dictum that m every case a block 
account should be found by share capital? — We have mentioned the diffi- 
culties m many cases and we have cited instances where people had to 
part with their concerns because they hadn’t the capital required 
to complete the concern 

2468 Therefore it is advantageous to an industry to have part of its 
■block account found by debentures and loans 9 — It is a great advantage 

2469 Would you fix a maximum limit, say 25 or 30 per cent 9 — 
Debentures would be issued only to the extent required, they won’t be 
issued m excess of requirements 

2470 You would say that not more than a certain percentage of the 
block account should be raised in the foim of debentures and loans? — Yes 

2471 Even m the cases of companies which have been able to find the 
money requn-ed for the block account by share capital, when it comes to 
the actual working of the concern, they have found it very difficult to 
find the capital under the existing system Eor instance, the Imperial 
Bank of India generally advance 20 to 25 per cent on the security of 
their floating stock So even m the initial stage, an industrial concern 
has to laise a considerable amount of money to meet the difference between 
the value of the stock and the amount advanced by the Imperial Bank 
•and they are at a disadvantage under the present system An industrial 
bank would be of great help to meet such difference? — That is so 



264 


2472 Chairman Mr Bagana’s Chamber apparently advocate the 
establishment m India of the Grossbanken system of Germany under 
which it is the mdustnal bank which will hold any floating capital and 
which will piactically eontiol and run the industry The industrial con- 
cern will be affiliated to the Bank and that being so, the details referred 
to by Mr Ghetty have not been dealt with 

2473 You say that banks m India are not prepaied to trust the 
merchants to the same extent as they do m other countries Would you 
explain to the Committee what m yout opinion aie the causes for this 
mistrust? — Regarding indigenous banks we have said that their resources 
aie not sufficient In the ease of Exchange banks, they do not giant any 
facilities to Indian merchants 

2474 Am I right in saying that, othei things being equal, there is not 
the same amount of tiust displayed m India as is displayed m other 
countries? I am quite prepaied to take your statement at its worth 
m regaid to the Exchange Banks when you say that they aie not interested 
m the matter of helping Indians, but m regard to the ether banks, what 
is this mistiust due to? — Theie aie very few indigenous banks who have 
begun to tiust the mei chants to the same extent they should do Their 
position is not secure, they have no Central Bank to depend upon and they, 
have not got those resources that aie necessary for trusting the merchants. 

2475 Would I be concct in a mattei of this soil in attaching greater 
importance to the views of the authorities of one of the Indian joint 
stock banks than to the views of your Association? — I have stated the 
view of the tiading community of Calcutta It is a fact that the mer- 
chants do not get facilities to the same extent they get in other countries 
and we have cited instances of that 

2476 Mr Manu Subcdar When you said that bonks do not trust 
merchants, you imply that banks do not tiust merchants to the full ex- 
tent to which meichants expect facilities and that they put low limits for 
the advances to be made to individual merchants? — In India it is only, 
possible to borrow money oi get financial facilities on securities worth 
considerably more than the amount of facility required, while m other 
countries you get bettei facilities on personal security Eor example, if 
we ship jute goods to Buenos Ayies, Australia and othei places, the 
merchant there diaws on three months' Bight, gets delivery of the goods, 
conveits them into manufactured goods, sells them and gets the proceeds 
and then pays the bankeis But heie if we ore exporting from the ports 
to the mtenoi, we have to find oui own capital 

2477 You mean the policy of the banks is unduly restiictive and con- 
servative? — Yes 

2478 Mr Buckley That is a matter of opinion? — It is a fact 

2479 It is a question of ciedit? — There is no reason whv the Indian 
merchant should be particularly unreliable when banks in other countries 
trust their merchants 

2480 You refened to Buenos Ayres Don’t you think that the im- 
porter at that place gets his goods under a trust receipt? He gets the 
goods m exactly the same way as the impoiter m this country gets his 
goods under a trust receipt — we will come to that later 

s WT es ^ e d just now that the meichant m Buenos Ayres gets 
an absolutely clean credit from his banker There i* nothing m return 
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until lie manufactures goods and pays the bankei He gets the imported 
articles on a trust receipt and I put it to you whether the same facilities 
are not being granted by banks in this country? — hFo 

2482 Chairman It has been pointed out by one prominent banker 
that banks in India have no source of infoimation to determine the credit 
of the merchants except bazar reports and that the position might be 
considerably improved if merchants drew up balance-sheets showing their 
resources and their financial standing Will you tell the committee your 
views on this suggestion? — There is a certain amount of prejudice against 
submitting balance-sheets and the merchants think it derogatory to their 
position We have suggested elsewhere, and also the Maiwadi Chamber 
has suggested, that the merchants should be allowed to become members 
of the Reserve Bank and they would submit the balance-sheets Once 
it is put into piaetice that prejudice will disappear and after a few years 
the merchants will be able to comply with the request of submitting 
their balance-sheets 

2483 You say what is required is a more hberal pohcy Can you 
explain what you mean by a moie liberal pohcy? — We have made it clear 
m oui answei that the merchants are getting inadequate facilities m 
respect of loans They have to furnish securities to a large extent 

2484 If the merchants in India are unwilling to draw up a balance- 
sheet showing their resources and the financial standing and show it to 
the bank, how can they expect the bank to adopt a liberal pohcy? — For 
example, both in Scotland and Canada the arrangements are made that 
each man who has to do business with a bank has to keep that bank 
fully informed about the financial position, by supplying the bank with a 
regular balance-sheet and accounts So long as the meichants in India 
have not adopted that practice, how can the system of the grant of loans be 
improved? — We have said that the submission of balance-sheets will be 
developed gradually Even under the present system the bank has to face 
had debts 

2485 There is no question of bad debts My point is about adopt- 
ing a more liberal policy — It happens that credit facilities are given to 
the merchants, m other countries to the extent that are available, but m 
India they are not available to merchants, though full reports regarding 
their financial position are supplied to them 

2486 Will you satisfy us by giving concrete cases of that type? — I 
do not think we can disclose the names heie without the permission of 
the parties But I can say that our Chamber has realised the responsi- 
bility m makmg such a statement and they have made it on full facts 

2487 They have said simply that the banks should adopt a more liberal 
pohcy They do not say that a particular gentleman had supplied full 
particulars about his financial position to a particular bank and had wanted 
more liberal treatment and that treatment was refused to him They, 
do not make such a suggestion m the printed memorandum You men- 
tioned that m reply to my question Therefore, I wanted to know whether 
you had any concrete cases to support the statement which you now 
make Can you give us the names? — We cannot disclose the names with- 
out the consent of the parties 

2488 Mr Chetty Is it not & fact that even in cases lik e joint stock 
companies, although the balance-sheets checked by auditors are available, 
banks do not follow very liberal policy? — With your permission, I will 



266 


give you an instance heie A bill was drawn by a party who was said to 
be first-class in every respect, that bill was accepted by the Exchange 
bank m India This you will be able to see fiom the correspondence which 
I will read to you * It says Messis P A of Buenos Ayres are very 
important buyeis of jute goods m Buenos Ayies The bank leference 
received about this party is given below — 

“Virtually form part of the well known Chicago packing House 
It is purely under American direction, though opeiated in 
Buenos Ayies as Aigentme Limited, Co Paul up capital 
20 Million gold dollais Li October 1928, Reserves stood at 
gold dollars 1,446,000 Net piofit gold dollars 1,581.000 
First class in every respect ” 

An Indian Shippei in Calcutta of vei\ good standing sold a small 
■quantity of hessian to this paity The value of the goods was about 
£700 The terms of payment on which this party buys goods aie that 
the sellers draw D/P sight bills on Buenos Ayres and the buyers make 
payment at the cunent rate of exchange between London and Buenos 
Ayres When the bills drawn on this party with the necessary docu- 
ments attached to them weie presented to the Exchange banks m Calcutta 
for being discounted, the banks refused to negotiate them saying that 
they would accept only bills drawn under a confirmed letter of credit 

Thereupon the following telegrams were exchanged be tv ecn the Indian 
•shipper of Calcutta and its Buenos Ayres Agent through vhom the goods 
were sold 


Despatched 


Roceived 


Received 


4th January 1930 . 


6th Janua'y 1930 


Do 


Despatch 3d 


Roceived 


7th Tauuary 1930 
8th January 1930 


Received 


Do 


“ Whv do you soil for forms other 

fhan Credit without, our permission 
Roiotcnco to Order S7 must have 
credit ” 

“ Roforonco Order No S7 cannot alter 
condition ’ 

“ Roforonco Ordor 87 wo rocrct very 
much F A condition well known to 
you Roforonco our letter Novombor 
28 vear 192S to plcaso you if abso- 
lutely noccssarv credit will be opened 
by us ’ 


Roforonco Your Telogram to day 
open credit Don’t c oll anv 
othor than credit ” 


goods 


Roforonco viur Tologram to day 
credit will bo opened tomorrow. 
Shall we understand you will have 
also crodit for sale to B B Buenos 
Ayres also 8 F if so busmoss im- 
practicable with them owing to all 
competitors sell without crodit 
Please roply immediately ” 


Order 87 credit opened 
Bank of Canada ” 


apply Royal 


c b ® S f n that . fche kUs were drawn on a party which according to 
the bank supplying information about its standing is first class in efery 
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respect and the diawei of the bills was an Indian firm of undoubted 
standing Besides the lespectabihty and responsibility of both the diawee 
and the diawei, the banks had the additional security of the documents 
of title to the goods The amount involved was only £700 All the 
competitors of this Indian film aie selling goods to the Buenos AyreB 
buyei without lequirmg any lettei of credit as then standing is of the 
highest The refusal of the banks to negotiate the documents of the 
Indian shipper in Calcutta has loweied it m the estimation of the Buenos 
Ayies buyei In this way profitable business is lost to the Indian firms 

The following extracts from letters sent by the Indian Shipper’s 
Amencan Agent will be of interest — 


Buenos Ayies 7th January 1930 
Re — Older No 87 a/e Messrs P A A 

the amount involved in this transaction is so 
email i e , £700 each month that we leally can not very well understand 
-fche reason of youi insistence m this paiticulai Older inasmuch as buyers 
aie one of the laigest concerns in the world 

In any case by our yesterday’s cable we mfoimed you that we shall 
be glad if you uish to have absolutely this credit to have same opened 
ourselves 

Buenos Ayres, 11th January 1930 

•y 4- f- * *• 

while dealing in the matter of payment terms, I wish to draw your 
attention to oui last cables ovei Messrs P A ’s orders I have been 
much surprised with the msistance of your firm to have a credit opened 
for this order, the amount involved was so small that I did not think 
worth while spending moie money m cables, and I replied that my firm 
would open the respective credit * * r * * * * 

* "*"'*'* This firm would not purchase on any other terms than the 
ones already established and which are accepted by all our competitors 

Messrs & P of Buenos Ayres are important buyers of jute goods 
from Calcutta They are only a branch house of Messrs S P Paris 
whose capital is 300 million francs This firm has also an office in 
London The financial report received regarding their Buenos Ayres 
branch is given below 

In August 1929 then capital and reserve weie given as Paper $38,64,000 
and profits amounted to paper $4,19,000 Dividend 6 per cent Their 
capital and reserve now stand at paper $36,18,000 

f " 

The firm has its own jute mills and is an import buyer of both 
raw jute and manufactured jute 

An Indian shipper of good standing sold certain goods to this paity 
The terms of payment were that the seller was to draw 90 days D / A bills 
-on the buyer’s London Office When the bills for £16,000 with docu- 
ments attached were presented to the banks in Calcutta, they lefused to 
negotiate those documents 
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The following cables were exchanged between the Indian shipper and 
its Buenos Ayres Agent 


Despatched 


3rd OctobaL 1929 

41 Banks refusing accept documents 
A/e S F on the London Office D/A 
terms therefore negotiated D/P 
terms advise parties honour draft 

Despatched 


4tli October 1929 . 

" Referring our telegram yesterday 
S F telegraph if may we negotiate 
balance September decuments on the 
London Office D/P or will they open 
credit on London Banks ” 

Received 

• 

Do 

“ a F trying arrango tomorrow but 
expecting great difficulties ” 

Received 


Do 

“ S F Buenos Ayres wo regret very 
much i efusmg modify original terms 
agreed by you S F Pans will 
accept also your draft 90 dajs ” 


In reply to an enquiry by the Indian shipper from the Exchange banka 
in Calcutta as to whether they would accept D /A bills on S E London^ 
one of the banks wrote as under — 


Your bills on S F London, D jA 

In reply to youis of the 4th instant we shall be pleased to negotiate- 
bills as above if drawn under letter of credit 

Other banks also replied m a similar manner 

Extracts from the letters received from the Indian shipper’s Agent 
in Buenos Ayres are given below 

Buenos Ayres, October 7th, 1929 

On receipt of your cable of the 3rd mst we tried to see Mr A 
Manager of this firm but unfortunately we could not see him, but we 
were suie that the matter could not be settled We had a long interview - 
with this gentleman on the 4th mst and the only thing we have obtained 
was to get very stiong remarks ' 

They insisted that we carry the contract on the onginal terms and 
they agieed to give instructions to Pans to accept the drafts too This 
firm is very important indeed and the capital of the Paris firm is over 300 
million francs, consequently we hope that you have been able to overcome 
the difficulties presented 

If in the future you cannot arrange with the banks at your end to 
have your drafts negotiated on S E Ld , London and guaranteed by S 
ESA, Pans, please advise us and we shall not sell any more to this 
firm which does not buy on any other terms, as long as they can get such 
terms from our competitors 

Messrs 0 P are owners of Jute mills m Santos in the [Republic of 
Brazil Then bank reference as received m a cable despatched by tho 
Bank at the request of the sellers is given below 

“We are told Milreis 5 million Beserve Fund Milreis 7 million more 
ox less, Considered good for engagements, Capital Directors very respect- 
able ” 
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This party buys Jute Its terms of payment are that the sellers draw 
•sight draft on the buyers and the buyers pay by a bank’s draft on London 
nt° the current rate of exchange between London and Santos 

A very big Indian shipper of jute sold 2,000 bales of jute on these 
terms The shipper then -addiessed the following lettei to the various 
Exchange banks m Calcutta, — 

“The terms of payment by one of our buyers of jute m Santos is 
that he wants us to draw at sight on him Will you please 
Jet us know whether you will negotiate such drafts, if so, 
what will be the difference m the rate of exchange for such 
bills and 90 days sight bills drawn under letter of credit ” 

Copies of replies received from the Exchange banks are given below — 

1 “In reply to the enquiry in your letter of 18th mst a sight bill on 
Santos would be about 1/16 higher than a 90 d/s bill on London It 
is not however the custom of the market to draw on Santos direct with- 
out letters of credit The busmess is usually done through London undet 
letters of credit opened by the buyers, which drafts we would be pleased 
to negotiate ’’ 

2 “In reply to your enquiry of the 18th instant we suggest that you 
ask your prospective buyers to put up sterling credits under which drafts 
are payable in London at sight or usance as may be arranged” 

3 “In reply to your letter of 18th instant, we regret that the business 
proposed would not suit us ’ 

Subsequently one bank after some exchange of correspondence agreed 
to accept the documents 

The shippers on enquiry fiom their Agents were informed that other 
parties in Calcutta sold to them on similar terms 

2489 Chairman Are these all 3D P bills? — Yes 

2490 Mr Buckley Mr Chairman, may I ask that the cases the 
witness cited just now be placed on the committee’s table with the names 
filled in confidentially for the information of the committee ? — I should 
very much like to go through the individual cases and give the explana- 
tion to the committee if they so desire Witness I cannot give the 
names of the parties without their permission If the Chairman wants the 
name, I shall disclose it to him 

2491 Chairman Would you disclose the names to me confidentially 
on the condition that those should not be disclosed by me to any of my 
•colleagues on the committee? — Yes 

2492 Sir Purshotamdas Thakurdas What objection have you got to 
the Chairman communicating these names to Mi Buckley, because he 
wants to go into the question fully? — I do not want them on record 

2493 I do not suggest that those names should be put on- record?— > 
They should not go even to the Press 

2494 They will not be given m the printed evidence A reference will 
be made about the facts jvhich you have brought to our notice and the 
conclusions m regard to those instances will be recorded. 

2495 Sir Purshotamdas Thakurdas If Mir Bueldey wants to com- 
municate with banks concerned, have you any objection? — Eo 

2496 Chairman * Thank you very much for the information 
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Witness * I will send you the names later on That is our experience- 
m the case of jute business In India we get bills — D -P documents — 
and the banks m London refuse to accept them. 

2497 Mr Buckley Can you give the names confidentially’ — YeB, I 
can give you these names also 

2498 Chan man You say that the Exchange banks are concerned only 
wth the export and import trade whilst the resources of the indigenous 
banks are insufficient for the purpose of the internal trade May I take 
it therefore that there is no point m the complaint that is sometimes made 
that Exchange banks are competing with the indigenous banks in regard 
to the financing of internal tiade and that if the Exchange banks enter 
this field, it will be to the advantage of the internal trade seeing that the 
resouices of the indigenous banks engaged m the financing of that trade 
are, according to your statement, insufficient for the purpose? — If 
the Exchange banks entei this field, the Indian merchants will have to 
bid good bye to the internal tiade 

2499 You say that many small industries have got to pay interest as 
high as 24 per cent , even when they borrow on the security of their assets 
Will you tell the committee what banking agencies you are referring to’ — 
Indigenous bankers and money-lenders 

2500 Sir Purshotamdas Thakurdas Why is 24 per cent paid? Is 
there not competition between the Imperial Bank or any other bank — 
Bigger industries get help fiom the banks and the smaller industries do 
not get help from the banks Theiefore they have to go to the mdigenouB 
bankers j 

2501 Irrespective of the soundness of the industry, they have to pay 
the high interest of 24 per cent ? — Yes 

2502 What sort of industries you have m mind’ — Coal 

Do you call that industry a small one’ — I mean a man of smaller 
standing undertaking that mdustiy Then, we have m mind leather in- 
dustry, Oil mills, rice mills and tea gardens 

2503 These are not small industries But peihaps you mean a man 
of lower ci edit undertakes these industries? — Not of lower credit but with 
lower means 

2504 Chairman You say that many merchants m the upcountry 
centres have ample security to offei but still cannot obtain any loan. 
May I take it that you are referring to merchants trading m the products 
of indigenous industries? — Produce of the land, such as cotton, jute, etc 

2505 Will you kindly explain what you mean by ample security? — 
They have got goods to mortgage and house property, etc , but still they 
find it difficult to get these facilities There may not be a demand for 
a certain quantity — They require capital and they cannot hold on the 
goods 

2506 Why can they not hold on’ — I may give the case of jute Eor 
this we have no stoung airangements available m the up-country This 
jute is, therefore, necessary to be exported out of India or sold to mills’ 

2507 When you are leferrmg to lack of /financial facilities aie vouf 
referring to facilities by -omt stock banks or facilities by other indigenous 
bankers? — I am referring only to the financial facilities 1 The facilities 
given by those classes of people who can aSord to give such facilities. 
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2508 Can you tell the committee what m your opinion are the reasons 
for this insufficiency of financial facilities 9 — If those merchants who are 
connected with the upcountry merchants were able to get financial faci- 
lities, they would be able to give or extend those facilities there 

2509 You say that foreign Exchange banks finance industries under 
European control to a small extent Can you tell the committee what 
industries you are referung to and what kind of assistance the Exchange 
banks give to such industries 9 — Jute mills They get cash credits against 
stock 

2510 Do you mean to say that jute mills under European contiol get 
cash credits wheieas Indian mills do not get 9 — I do not say so We say 
those under European contiol get such facilities m the beginning 

2511 That does not help your statement You say “foieign Exchange 
banks finance industries under Euiopean control to a small extent” — Yes, 
we say that some of them are doing 

2512 These foreign Exchange banks do not give similar facilities to 
jute mills undei Indian control 9 — We cannot reply to that question, be- 
cause we have not got any expenence 

2513 You have made a statement to that effect and now you say 
that you have no experience 

2514 Chairman You say that the staff of the banks do not possess 
adequate industrial and commercial knowledge and cannot judge whether 
a concern is intrinsically sound or not, and that the financing of industries 
to any great extent by existing banks is not possible It has been pointed 
out by one prominent Chambei that banks are not faced with such difficulty 
at all and if industrial concerns furnish the banks with then balance sheets, 
it will not be difficult at all for banks to obtain a correct knowledge of 
the financial position of the concerns for purposes of advances and that if 
necessary,, banks could always employ technical experts foi valuation 
purposes Have you anything to say on this suggestion? — We have already 
said that the only financial facilities available to industrial concerns is m 
the form of working capital and the banks advance money against security 
of stocks, but for other purposes banks are not in a position to finance 
because they are asked to maintain their resources m liquid forms There- 
fore it is that we have suggested the formation of an industrial bmk to 
provide facilities for industrial concerns 

2515 You are talking here only about the finances required for block 
and not the finances requned for working purposes Is that not so? — We 
are not restricting the activities of the Industrial Bank for providing credit 
for block only, but for meeting their current requirements also 

2516 But you know their current requirements are being met by the 
existing banks, then why is it you want the Industrial Bank to provide 
facilities for current requirements as well? — If that could be done, more 
industries would spring up m the country 

2517 You say that the Industrial Bank should have on its directorate 
prominent Indian businessmen drawn from all classes Can you always 
ensure m a directorate elected by shaiebolders that men of the qualifica- 
tions you suggest are chosen? If not, can you suggest any means of 
securing a qualified directorate for the Industrial Bank? — There is the 
Federation of the Indian Chambers of Commerce who can always give 
advice in these matters. 
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2518 Sir Purshotamdas Thalturdas What have they got to do "With the 
floating of an industrial bank’ — They could suggest a few names from 
which Government might pick out the required Directorate 

2519 Don’t you think that if a company is floated its dnectors are 
generally elected by its own shareholders? — In a few cases some outside 
agencies can also nominate a few directors 

2520 Chairman I quite understand youi point, of Government appoint- 
ing a few dir ectors of their own to look after the interests of the taxpayers 
Apart from that, for the remaining number of directors, it may be difficult 
to insist on the suggestions which you have made with regard to their 
qualifications? — We don’t lay down any hard and fast rule m j egard to 
this If Government took the advice of the Federation of Indian Chambers, 
it would be better 

2521 But apart from those representatives of Government on the 
directorate you don’t see any practical way of giving effect to your suggestion 
that there should be on the directorate prominent Indian busmessmen drawn 
from all classes [Realising the difficulty as you do now, you would leave 
it to the shaieholders to make their choice? — Yes 

2522 You suggest that the initial capital of the bank should be Bs 10 
crores The Committee have been told by one witness that a capital of 
Bs 3 crores will be sufficient at the outset and may later be increased 
to Bs 5 crores Another banker has stated m his evidence that the capital 
of the Industrial Bank may be fixed at Bs 50 lakhs to start with and 
may be gradually increased as required Will you kindly tell the Committee 
whet your limit of Bs 10 crores is based on? — We think that Bs 50 lakhs 
is too small a sum for an industrial bank to begin with, because it may 
have to issue debentures or under-wnte shares, but jn that case the 
capital of the concern will be too small as a security against debentures, 
but we do not propose that the whole of Bs 10 crores should be issued 
m the first instance It may be started, say v with Bs 2 crores and after- 
wards when necessity arises, more shares may be issued 

2523 You said that the capital of the Industrial Bank will be the 
security against debentures and that is one of the reasons why you want a 
large capital to stait with " Is it really your intention that the capital of the 
bank should be the security against the debentures issued by it’ — It is not 
exactly so, but the investor m these debentures will have an additional 
security 

2524 Is the investor concerned -with the capital of the bank ci with 
the guarantee of Government? — Government guarantee is only on interest 
and not on capital 

2525 Your idea is that Government should guarantee only the interest 
on the share capital and not the debentures? — Yes 

2526 You say that the proposed Industrial Bank should confine itself 
to taking time deposits only One prominent banker has suggested that 
time deposits should, m order to avoid competition with ]omt stock banks, 
be limited to deposits for not less than three years Would you approve of 
any such restriction? — Industrial banks should not only accept kng term 
deposits, but they should accept short dated deposits like, 3, 6, and 12 
months ’s duration 

2527 Then how will you regulate these time-deposits? You say these 
deposits should not be utilised for the investments in block? — That is a 
matter of detail which our Committee did not feel it necessary to go into 
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2528 Do you contemplate that the Industrial Bank proposed by you 
should be authorised to issue debentuies If so will you kindly tell the 
Committee whethei m youi opinion the intei est on such debentures should 
be guaranteed by Government? — We have alreadv answeied the point 
The ansvei to the first part of the question is ‘yes’ and the second 
pait ‘no’ 

2529 You say that the Oential currency authonty should issue fresh 
currency whenever required on the security of tiade bills to the extent 
suggested by you elsewheie I suppose you aie referring to youi suggestion 
m your piefatory note that provision should be made to enable notes being 
issued by the Beser - ^ Bank to the extent of 25 per cent of the total note 
’ssue on the secuntj first class commeicial bills Will you kindly tell 
the Committee wnat you moan by first class commercial papei 1 Wib 
not advances of industrial Banks be for long term and can bills held against 
those advances be considered to be quick assets 9 — We have aheady made 
our position quite clear m our memoranda 

2530 You are really refernng to ‘Credit’ and not ‘Cuirency’ Is that 
not so ? — Yes 

2531 Could you explain to us what exactly you mean by ‘first class 
commeicial paper’ 9 — They aie bills drawn against actual transaction of 
goods against which banks are allowed to issue cunency to a certain 
extent I am talking of genuine trade bills 

2532 You refei to the high penalty charged by the Exchange banks 
lor late completion of excnange contracts Can you explain youi p^nt a 
little more fully 9 — We have explained it sufficiently m oui memuiandun*. 
The penalty of 1/32 penny per week works out nearly to 1/5 pei cent 
per week 

2533 We do not know much about these transactions and we should 
be obliged for your giving detailed information on this point 9 — In the case 
of imports suppose the contiact for a shipment is to be completed in the 
month of April, but the goods might arrive late The exchange contract 
will anyhow have to be completed by then If the bills are not delivered 
within that period the Exchange banks charge certain penalty, winch we 
consider rather high 

2534 Sir Purshotamdas Thakurdas Your complaint is only that the 
penalty is too high and not that theie should no penalty at all? — Yes 

2535 Do you know what the penalties charged m other countries 
are 9 — We have not made enquiries about that 

2536 Then what would you think to be a fair late of penalty? — It 
can be determined by the Committee, but we have only placed the facts 
befoie you so that you can ainve at your own conclusions 

2537 Mr Mann Subedm Is it not a fact that the Exchange Bankp 
are not always piejudiced by the non-fulfilment of youi contiact 9 — We 
cannot say, but we think that it is only a question of intei est 

2538 Mi Buckley You have dealt conectly with the penalty for 
expoits May I howevei correct your statement as regards the penalty 
for imports which is 1/32 d per month and not 1 / 32cZ per week as stated 
by you The lattei was the late some time ago and is still the late for 
the late delivciy of sterling sales made by banks, i e , puiely T T and on 
demand meicantile remittances Though the penalty foi late delivery 
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of sterling sales made by banks in respect of bazaai imports *s 1/ 32d 
per month owing to existing market conditions the bazaai impoitei can 
at piesent have bis contract extended without penalty I quite see that 
you have given the rate of penalty prevailing w hen you wiote this memo- 
randum, presumably, last yeai ? — We have no personal experience about 
these penalties but the attention of the Chambei was drawn to this bv 
a membei who is dealing m impoit business If the ComnuHec is 
anxious to get furthei details on the subject we shall be glad to submit a 
separate memorandum on the subject 

2539 Chan man Mi Buckley, do you take am steps to publish your 
rules m regard to these changes m the penalty late^, etc ? — No 

2540 Sir Pinshotamdas Thaluidas As a mattei of fact, I know out 
of personal experience, that these iules aie a close pieseive of the Exchange 
Banks Thev don’t publish them m am y\ar and the) quote then oyvn 
penalty lates 

2541 Mi Rush forth blight I eleai the position So far is nij ex- 
penence goes, relevant extiacts from the iules giving the changes m the 
lates aie often supplied to merchants That is im lccollection 

2542 Mi Bucllcy But I can assuio vou oi anybody that dicsc rules 
are supplied to anybody who asked foi them But j,ou have never asked 
foi them till now, here you (to witness)? — Do \ou yvanl us to keep a 
standing application yutli you for these things? 

2543 Chan man Arc these changes at least notified on the premises 
of the Exchange Banks? 

Mi Buckley That is not the piaetice 

2544 Chau man You lefer to eeitam existing bonded warehouses in 
Calcutta Aie the) Government yyaieliouses or pmate warehouses? — 
Both Poit Tiust and pnyate, but not Government 

2545 You liawe also lefened to certain defects in the working of those 
warehouses Can you suggest any ways bv yyhicli those defects can be 
removed? — Tins is foi the Committee to go into We want more facilities 
than exist at piesent, the) will help hade very much 

2546 You have no suggestions to make m the matter? — No 

2547 But what about the charges? Do )Ou want that they should be 
absolutely abolished? — No, wc want the charges to be reasonable 

2548 Di Hyclci Have \ou anything to say about the dutiable goods? 
Do you tlimk that duty should be paid befoie they are bi ought to the 
bonded warehouses or only yylien they aie issued fiom those warehouses? — 
In certain cases the duty is paid befoie the goods are brought m, in 
otheis, y\hen ilitv are issued Theie is no uniform piacticc 

2549 Di Hydci What aie these other articles which are taken into 
the bonded w a’ chouses on yvlucli the duty is levied only yyhen rhev are 
issued fiom the warehouses? — We have no peisonal experience of it but 
we can make enquiries 

2550 Do vou ltnoyv if salt is one 'of those ai tides? — My experience 
being limited I am unable to say 

2551 Chairman I yyant to knoyy if you have any suggestions to make 
b) yydncli these defects in the existing warehouses may r b' removed If 
you cannot answ'er noyy and if it is possible for you to give ns information 


sftci consulting youi memheis, we shall be glad? — We shall be glad to 
collect the information foi the use of the Committee 

2352 You say that the charges of the bonded waiehouses m Calcutta 
me veiv high Can you tell the Committee to what reasons you ascube 
these high rates ’ — In the case of pnvate waiehouses, the leason is cbvious, 
then object is to make as much piofit as possible 

2553 Su Pinshotaindas Thakuulas To what extent aie they high,’ — • 
We have not gone fully into this question, but we can supply the mtoima- 
tion aftei making enqumes 

2554 The Bengal Piovmcial Banking Bnquny Committee has suggested 
that the aiatdais who are found m large numbeis m manj trade centies 
m the mofussil and in Calcutta are doing warehousing with then own 
staff and should be enoouiaged to make the necessary alterations 10 then 
existing waiehouses and convert them into licensed waiehouses Can you 
tell the Committee youi views on this suggestion’ — If the banks aie 
piepaied to lend against the security ot receipts, then ceitamly wmetnusing 
cond'tions will impiove 

2555 You say that the attitude of the Exchange banks towmds the 
Indian business is not as sympathetic as it ought to be It has been 
pointed out that the Exchange banks are always prepaied to put through 
any business proposition and the difficulty in legard to Indian business 
houses is that they are unable to piovide the Exchange banks with balance 
•sheets indicating then business and their coirect financial position Have 

you anything to say on this suggestion’ You have already given ns some 
iacts Perhaps you do not want to supplement those facts’ — We have 
lefened to the question of credits We have said m oui memorandum that 
meichants are required to deposit considerable maigms m order to open 
‘their credits But from enqumes made in other countries, we find that 
no such margins are necessary I will here read telegrams received from 
Buenos Aires New r York and Sydney — 

Buenos Atrcs, 15th Maich 1930 — “Please mfoim v r hat margin banks 
in your country lequire from fust class firms for opening credits 
against imports Information required for Indian Banking 
Committee ’’ 

Reply received — “Banks here not requiring margin for opening 
credit ’ ’ 

New Yoik — “Please mfoim what margin banks m youi eounny 
require from first class films like Bemis foi opening credits 
against imports Information required for Indian Banking 
Committee ’’ 

Reply received — “Replying youi DLT No maigin required ” 

Sydney, 15th March 1930 — “Please mfoim wdiat maigin banks m 
youi countiy require from first class firms for opening ci edits 
against imports Information required for Indian Banking 
Committee ” 

Reply received — “Befemng youis loth No margin is requned fiom 
1st class firms ’ ’ 

As regards bank references, as I have already said, it is a very- 
important matter to those merchants wdio are engaged m the externa! tilde 
of the country It has been brought to the notice of oui Chamber that 
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m the case of some Indian firms, the bank references supplied ore not 
satisfactory or aie grudgingly supplied by the Exchange banks I am 
citing a case to show the difference m the tieatment given to European 
houses and Indian commercial houses — ‘ ’Messrs ADC was an 
Euiopean firm doing export business m Calcutta An Indian gunny 
mei chant tendeied a Mate’s receipt against a sale made by him to this firm. 
The film paid a cheque foi it which was dishonouied It was found that 
the film negotiated the Mate’s receipt vitli a bank and diew its value which 
thev misappropriated to some othei puipose The Indian merchant had 
to settle the claim at about 8 annas m the rupee being unable to realise 
the full amount as ADC went into liquidation” This happened only 
last year 

The Managing Director of the film immediately thcieafter started 
business m his own name The name of the film is J H & Co , Ltd The 
firm has piaeticallv no resources at its command It is our mfoimation 
that m spite of this fact the film is not experiencing any difficulty m 
canymg on export business We made enquiries in America as to the 
sort of reference the Calcutta banks supply about this firm to the over- 
seas buyeis, and aie informed that the party is reported to he good for 
oidmary engagements The antecedents of the peison concerned are not 
mentioned 

It contrast to this we would like to cite the instance of a first class 
Indian firm On making enquiries we learn that the banks from Calcutta 
advise foreign parties to exercise certain amount of caution m making 
contracts with that firm 

2556 Would you give me names, of course confidentially, for tie use 
of the Committee so that we might pursue the matter further’ — Hie pro- 
prietor of the firm was very leluctant to disclose this information, but the 
Chamber has requested him to do so because, in the opinion of our 
Chamber, that would help the Committee m arriving at right conclusions 

2557 We are much obliged to your Chamber for their help In India 
how do y T Ou know a first class firm from a second class firm without 
balance sheets? — The banks make enquiries before they enter into any 
transactions I do not think there is any lack of mfoimation 

2558 Sir Purshotamdas Thahuidas In the particulai case that you 
have just cited, w'as the Indian company m a position to supply their 
balance sheet’ — In fact they' send their balance sheets to all the exchange 
banks 

2559 In that particular case, did they send one’ — Yes 

2560 The Committee understand that there aie a few Indnn banks 
wdio do foieign exchange business though on a small scale Will you 
kindly tell the Committee what margin is requned to be deposited for 
opening ciedits? I have nevei come across a single Indian hank which 
doss this soit of business I ha\e been dealing m exchange on a large 
scale and I therefoie know that the business done by 7 the Indian hanks 
is negligible foi all practical purposes 

2561 You say that some of the Exchange banks wall not make an 
a vance against the security of goods held by T them m case Indian ineicnants 
want time to take delivery of the imported goods In the memorandum 
furnished by the British Members of the Associated Exchange Banks it 
is stated that importers m India m the majority of cases pay" the import 



bills by means of loans granted by tbe Exchange Banks wlio finance the 
bills against a margin of 20 per cent of the value of tbe goods 'phis all 
import ckaiges with, inteiest at Impenal Bank late They leport that 
goods taken delivery of by the impoiteis fiom such loan account aie enhei 
sold fox cash 01 on credit of from two to foui months with interest at 
6 per cent or more per annum to dealers Can you reconcile a out com- 
plaint with this statement? — We have also said m out memoiandum that 
m order to help the impoib of piecegoods certain facilities are being given 
to tbe mei chants engaged m that tiade If tbe Exchange banks wall 
kindly supplv the Committee with the names of tbe parties and tbe natuie 
of the commodities on which such advances aie made, then tbe Committee 
will peihaps be able to undei stand this point thoioughly 

2562 You say that a London party is ahvays consideied safe whatever 
its means Have anv grounds for making such a statement 9 It may 
be quite possible foi you to indicate to us an instance where a London paity 
without anv stability w r as considered safe enough foi business bv Exchange 
banks Y r ou have given us a case where an Indian firm, though its financial 
position was quite sound, was not considered safe by the Exchange banks 
for their pui poses But you have not produced any facts before us to 
substantiate in full voui statements But if you want to leave it at 
that, I do not 'wish to puisue the matter further If vou have more 
concrete examples, the Committee w'ould be glad to have them? — 1 have 
already cited to you one instance 

2563 You have got no more cases to cite? — Many cases maj be cited, 
but it is difficult to get the peimission of the merchants to disclose it. 

2564 You say that m the case of some Indian films satisfactory 
refeiences aie not supplied by the Calcutta banks to the overseas meicbants 
Have you any evidence to show that bank references for Indians given by 
banks m India are not equally as good as those given b\ them for Euro- 
peans of similar financial standing? — I have given one conciete case to the 
Committee 

2565 You say that Euiopean bank managers m Calcutta readily believe 
rumours about the impending failure of Indian firms even when they have 
ample proof to the contrary Can you give any facts to justify your com- 
plaint? — The Committee of oui Chamber have certain facts before them 
but we are not prepared to disclose names 

2560 You say that the Imperial Bank has been restrained by statute 
from competing with Exchange banks while its competition with the 
indigenous jemt-stoek banks is umestneted Is not the restriction on the 
exchange business of the Impenal Bank due to the fact that the Impenal 
Bank is entiusted with the balances of Government and that the bank’s 
entrance into the field of exchange will endanger the safety of Government 
balances? — In our opinion there is no ’danger We have only to consider 
the present position of the Exchange banks and the profits that thev have 
been earning, to leahse how very paying exchange business is One of 
the Exchange banks has lecentlv spent a large amount of money m building 
a huge house m Calcutta , they seem to have done veiy w r ell 

, 2567 Mr BucUcy Do you not think that it would be unfair foi a 
bank entrusted w-ifch funds which ' cost them notlimg to be allowed' to 
compete with Exchange banks which have _ to pay ‘ about 4 per cent per 
, annum? Would nn'r such a bank be in a position to undeiquote ‘any cthei 



278 


Exchange banks’— We do not think that there is am harm in the- 
Imperial Bank competing with Exchange banks 

2568 That is not an unsw ei to my question 

Chav man Mi Buckley’s point is that it would be unfair to the 
Exchange banks if the Imperial Bunk, with the privilege that it at present 
enjoys of free Government, balances, were allowed to compete with the 
Exchange banks which do not possess that pnvilege Do you mlmr the 
unfairness of the proposition ?— We do not see then n am nnfmrno-, in 
that, m oui opinion it will be m the best mteiests of the country for the 
Imperial Bank to eomo into the field 

25G9 Mi Buckler’s point w'as, would it not he unfair to the JBennnge 
banks’ — We think that it is unfair on the part of Got eminent not to 
allow the Impenal Bank to enux on exchange business 

2570 Mr Chctty If it is unfair on the part of the Imperial Bark, with 
huge Government balances, to compete with foreign Exchange banks, is-' 
it not still moie uufan that the Imperial Bank should he a’lovcd to 
compete with Indian commeieinl banks m the countu ’ — It is still moro 
unfau foi the Exchange banks, with then xusth greater funds, to mono- 
polise exchange business 

2571 Cliavman I must end up In sating that you hate not attempted 
to answei the paitieulnt question asked In Mr Buckler n.mich , would 
the anangement be fan oi unfair to the exchange banks 7 — I have already 
px-pressed im opinion 

2572 So you do not want to nnswei the question’- — -I lime answered 
it 

2573 Excuse me, you hate not You hate emit said that the nnmige- 
ment would have been unfair to the people of tins countrt — hiom the 
point of tietv of the Exchange banks it would hate been unfnn 

2571 You sat that the Imperial Bank is unrestncted m its competition 
with the Indian joint-stock hanks Aie ton aw me that ihere are xanous 
restrictions on the internal business of the Imperial Bank such ns res- 
triction of advances to two-name papei , piohibition fiom granting ldtnuces 
foi a longei pezicid than six months oi on lmmotable property', and pro- 
hibition from granting unsecured advances m excess of certain limits’— 
'I he oidmnry joint stock banks haw to worn about cash balances while 
the Impenal Bank has no such worry 

2575 Then do you mean to say that though lostiictions are not there 
on papei, m the interests of sound banking, they ha\e to adopt those 
restrictions ’ — Yes, sound banking under the present circumstances 

2576 Mr Chatty The competition of the Imperial Bank with the 
Indian joint si ock hanks is xery unfnn, the Imperial Bank has got free 
balances When the Imperial Bank Act was flamed. Government took 
caie to protect the intei ests of the foreign banks and neglected those of 
the indigenous bonks’ — That is exactly what I luu'e been trxmg to say all 
this time 

2577 Chav wan 5ou say that the Impenal Bank should be asked to 
slop opening any further branches in the country and that the field of 
banking facilities should be left open to indigenous joint-stock banks What 
objection have you got to the Impenal Bank open.ng branches at places 
wheie theie are no banking facilities existing at present? If the Imperial 
Bank is prohibited from opening branches even at these places, w T hai 
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"uaiantce is theie lhat the jomt-stoek banks will open blanches and extend 
banking facilities at those places 9 You have aheady discussed this matte? 
at some length, perhaps theie is nothing moie to be added ' ■ 

257S You say that the Imperial Bank should be required to open 
branches at foieign centies and you also lealise the possibility of the 
Imperial Bank incumng some losses m the initial stages The object of 
vom proposal is to open a piofitable line of business to Indian mei chants 
Will tliat m youi opinion justify the imposition of a tax on the geneial 
taxpavct Inch your pioposal to compensate the Impenal Bank for the 
initial ksses involved 9 — I have aheady shown that the advantage to the 
Indian hading eommunitv will be tiemendous if the Impenal Bank and' 
othei joint-stock bank, aie engaged m the foieign expoit trade Vuith n i, 
the benefit that will acciue to the community m geneial wall more than- 
count ei balance any tax that maj have to be imposed on the geneial tax- 
payer 

2579 Chau man The people who would get the benefit to stait with is 
the meicantile community and I take it that the Indian meicantile com- 
munity will not object to paying cxtia taxes foi this paiticulai purpose? — 
Theie may be some looses m the beginning, but not much 

2580 If an estimate of the losses w r as piepaied and it was found to 
be a f.iiily big figure and it became necessary to impose taxation, the 
mercantile community would not object to pa) mg such extia taxes 9 — They 
aic paying taxes to Government 

2581 You say that the Chamber is not opposed to the audit and exam- 
ination of bank accounts by examiners, if that is calculated to inspire more 
confidence among the shareholders and the investing public What the 
Committee want is your opinion whether such audit and examination would 
^rasp re confidence among the shareholders and the investing public 9 — That 
will depend upon the way m which the department is lun and the outlook 
of the Gor eminent responsible for creating that department If the exam- 
ination is earned out noth a view to helping the Indian banks to develop 
and guaid them against possible pitfalls, it would create confidence, but 
it it is carried out simply with a view to finding then faults and laying 
them before the public, that makes all the difference 

2582 But the lesult of all examination is bound to disclose some mis- 
takes m working Natuiallj if they are levealed, the bank management 
will attempt to tighten up its procedure and that itself w'ould go lo 
strengthen the publ'c confidence So I cannot understand the point of jour 
observation The person wdio conducts audit and examination will bring 
out' all defects m an absolute and unbiassed manner The bank manage- 
ment rviil then tighten up its arrangement, so that the public wall see that 
people are reforming their methods If, on the other hand they do noth- 
ing, the public confidence will to some extent be diminished 9 — The depart- 
ment; of Federal Reserve Bank which is responsible for such things is a 
sort of friend, philosopher and guide to the member banks If w>e could 
have such sort of help, we have no objection 

2588 Your point is that jou w'ould prefer that the audit and examina- 
tion should be done by examiners W’oikmg under the Reserve Bank of 
India w'hen it comes into existence 9 -— Yes, and if it is managed by popular 
representai ivi s 

2584> The question of popular representatives would open the door 
to all sorts of criticism What may be popular to \ou may not be popular- 
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to many membeis of this Committee, so we need not enter into that ques 
hon Here the point is it a Rescue Bank is established, von would like 
to hn w e the audit and examination done bv offieeis emploved by the Rcsm j 
B ank —Yes 

25S5 You say that the woid ‘bank’ should bo lestncted to institutions 
having a paid up capital and leseive amounting to not les, Ilian 10 lakh-, vf 
lupees and that the smallei companies maj use the woid ‘loan offices’ as m 
Bengal Would vou ten the Committee* w hat is the object of this pro- 
per \| — The woid ‘bank’ bas got some prestige and glamour about it 

258(3 Then, foi the puipose of piestige and glamout, would vou impost 
the suno lcstuetion m legal d to the capital of an indigenous hanker who 
will Le brought, aceoidmg to join ideas, within the futuie banking organi- 
sation ot India, because in Ins ease too, piestige and glamour is leqrmed 0 — 
He does not call himself a bank 

2587 But he wall peifoim aceoidmg to vom views all the functions of 
a bank The indigenous banker also should hare a ceuam imonnt of 
capital, before he can be bi ought within the scheme of the fuhue banking 
organisation of India ? — Onh an institution which calls itself a bank should 

O 

have these lestnetions 

2588 Would you please tell the Committee whether vou propose any 
restrictions to be placed on the smallei companies similar to those vou 
suggest m the case of the laigei companies using the name ‘bank’’ From 
what you told me now, vou appaientlv do not? — I have onlv mentioned 
about capital 

2589 You want additional piovisions and vou do not want am restric- 
tions to be put on them m legaid to capital, but now we come to the 
other things? — Thev mav be applied to the ‘loan offices' also 

2590 Do you piopose to bung the ‘loan offices' within the future , 
organisation of banking m India, i c , will thev be linked up with the 
Rescue Bank? — Yes, if thej want to become members 

2591 Irrespective of then capital? — We can lay down a ceitam minimum 
capital m the case of Shroffs etc 

2592 That is, vou would favoui the idea of laving down a certain 
minimum capital m legaid to loan companies and indigenous bjnken? 
who want to enter the future organisation of banking in India, it need not 
be ten lakhs? — Yes 

2593 Would you kindly explain how you propose to link up these 
smallei companies with the laigei banks and other banking agencies in 
India? As I understand you vou do coniemplnfe that thev should he 
linked up but you have not at all thought about the details? — Thev mav 
become membeis of the Reset vo Bank system 

2394 Have vou anything to add to youi answei in iepl\ to this part 
of the question ’—Nothing 

259o You say that the power to issue lenew and cancel licenses to 
foieign banks should be invested in the Standing Finance Committee of 
the Government of India Aie vou aware that this is not a statutory bodv 
but is constituted only undei the oiders of Government with ecitain p pec I 
fic functions of an advisory character 1 — These functions mav be included 
in them 

i therefore, legat'd to these functions they would be an advisory 

body ?— Yes , , > , 

‘ “ ‘ i ’ 1 1 * 1 ’ 1 , f.n, „ i i < . ! 
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.2397 (Sjj Puishotamdas Thakuidas By ‘Standing Finance Committee 
of the Government of India’ I piesume 3011 lefei to the Standing Finance 
Committee of the Legislative Assembly 9 — Yes 

2598 Do you know that this body is elected fiom year to vear and 
the peisounel on it mav change fiom veai to year 9 — Then we can have 
a separate body We only suggested this as a tentative measuie 

2599 In view of what I have said, have you ari 3 modification to 
suggest 0 — In othei countnes this powei is vested m the Finance Member, 
but a , 2 we have stated m the memorandum under piesent cncumstances 
in India Government is not responsible to populai will and therefoie we 
would like to entiust this woik to the Standing Fmance Committee If 
this Committee would change fiom 3 ear to yeai, a sepaiate body may be 
created foi this puipose 

2600 Chavman But you lealize that its functions would be puiely 
ad vi son M 3 r point is this If the Finance Member does not accept the 
advice u the Committee, there is nothing to cheek him 01 prevent him 
The real safeguard m these matteis even undei present conditions would 
lie in othei directions You may not have piobably thought about them 
and theiefore you adheic to this proposition 9 — We have modified it to 
this extent, viz , that if the Standing Fmance Committee is not found 
suitable in view of the information given, a sepaiate body mav be created 
for the puipose 

2601 Foi advising the Fmance Membei m regard to the granting of 
these licenses 9 — Yes 

2602 You sav that the foreign banks should maintain an investment in 
Indian trustee securities to the extent of 25 per cent of then total liabi- 
lity m India By enforcing a compulsory investment m Indian securities 
would \ou not be diminishing the resources available* for the foreign trade 
of India 9 — The Government security is a soit of asset on the secunty of 
which money can be had at anv time the Bank likes and theiefore if they 
find it piofitable to have more capital, they can have it on that secunty. 
We would like to give an instance When there was a serious cnsis m 
the Bank of Taiwan (a Japanese Bank) the Japanese Government came 
to the help of the Bank and the Bank was able to make payments to its 
depositors m India If the Japanese Government had not come to its 
help, the depositors in T ndia would have lost their mone 3 

2603 Let me understand this clearly These securities wall be avail' 
able to the foreign Exchange Banks for the purpose of obtaining advances, 
because you say they can always get money on these securities 9 — It was a 
mistake on my part to have said that 

2604 Therefore you have not answered my initial question? — All our 
recommendations should be taken together We said that steps should 
be taken to encourage Indian banks to deal wuth Exchange business If the 
banks begin to engage rn business, ample facilities w'ould be forthcoming 

2605 Even if there is a temporary mconvenrence to trade and industry, 
that must be faced rn view 7 of the advantages to come in the futuie 9 — Yes 
by l,he establishment of Indian Exchange banks 

2606 You sa 3 that the balance sheets of banks should contain mom 
information than what they contain at piegent Could you tel] the Com- 
mittee what additional information you want 9 — The particular given m 
the/ balance sheds of banks at present. are not intelligible, and they do not 
give a'borrect idea of ’the* positron, of the. banks 
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2607 I take it you nave no specific proposals to make m this connec- 
tion ■>— None at present 

2G08 Sn Hugh Goclc I think it was said that Indians were leluctant 
to pJace then balance sheets befoie bankers Do you think that is really 
so in Bengal? Assuming that then 1 is an audited balance sheet, would 
an Indian fiinr be leluctant to take it to a bankei when he wants money 
tr> be advanced? — What we said was that there is a ceitam amount o£ 
prejudice and the turns think it deiogatory to then position 

260 c > In many cases I piesume theie w ould not be nn\ audited balance 
shed available, but only a domestic balance sheet? — Yes 

2610 Mi Ei'Miioith You ment’oued once oi twice about the b inking 
svstem of Austialia You aie awaie that some time ago there were con- 
sideiable difiicullics m trading with Austialia owing to the difficulty of 
the Australian banks not getting credit m London Do you consider that 
that was m am w'iy due to a defect m the Australian Banking svstem I — 
Tl at was a tempoinry phase owung to then imports being laigei than the 
e\poits The prices of wool, wheat, etc , evpoifced fiom Australia went 
down considerably and the Australian Government wanted to restrict is 
much as possible of then impoits 

2611 You do not think that indicated any defect m the Banking svstem 
of Austialia? — No 

2612 As a mattei of fact, has that difficulty disappeared lecentlv 0 — 
Tne Australian Government aie taking steps to meet the situation and 
theie have been considerable shipments of gold from Austialia to England 
Decent]) one of the dnectors of the Bank of England had been to Austialia 
to stuclv the situation, and we get ei edits now 

2613 Suppose you had prohibition of deposits to begin with I take 
it thar most of these deposits would be transferred to the Imperial Bank 
and vou want the Imperial Bank to do exchange business and you also 
want to give Government assistance to them foi the purpose? — That is 
so 

2614 Don't you tlrmlr theie is the possibility of tinnsfeinng the 
monopoly fiom snv, 13 or 14 banks to a single bank? — No, we have said 
that cthei banks also should be eneouinged But the Imperial Bank has 
got i certain amount of prestige If therefore it stmts branches m foreign, 
cauntiies, it would be able to cairy on business with grentei facilities, but 
the othei joint-stock banks who stait blanches m foreign ccnties would find 
it difficult to carry on, because they would not get the same amount of 
co-operation or help from the bankei s there as the Imperial Bank would 
be gettmg But once the Imperial Bank is fiimly established there, the 
other banks can follow suit 

2615 The assumption that they wall get that co-operation is some- 
what doubtful I want you further to explain vour statement that once 
the Imperial Bank is firmly established m this business, presumably by 
being cble to offer facilities as cheap as those provided at present, the other 
banks will easilv follow suit I' cannot quite see the point — The sort of 
prejudice which is theie at present against Indian banks would have been 
icmoved and the banks would find it possible to establish themselves 

2616 Do you think that the small amount of business that the Indian 
Exchange banks do now is due to prejudice or to their inability to offer yon 
the same terms? — It is due to their inability to secure business, because tbo’ 
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success of an exchange bank depends upon its tv o-side flow of funds . 
It pays bill on London, while the London office pays bills on India, ihere- 
fore the balances aie set off against each othei 

2017 In other woids it depends on the mei chants ? — No, it would be 
difficult foi them to succeed m the business 

2618 It would be difficult for them, because the) have not got steilmg 
facilities m London? — It is a soit of vicious encle The shaie of Indian' 
raeiehants is about 15 pei cent in the whole trade and no European' 
mu chants would go to an Indian bank to discount then bills, etc There- 
foie the Indians cannot keep the bank fully supplied and the circle has to 
be bioken 

2019 That is onotbei point I was coming to Suppose )OU tiansfei all 
\otii deposits to the Impeiial Bank to begin with and you also give them 
Government assistance m oidei to allow them leally to compete with the 
Exchange banks that means they would have to nanow the maigm at 
whicti they were working Would not the lesult be that they would im- 
mediate!) take on all the existing business and give piefeience to the old 
established firms There is no reason to suggest that they aie going to 
take i>sks m business that does not appeal to be piofitable to the Exchange- 
banks or Indian banks — I have proved to the Committee that it is not 
a question of usk 

2620 It seems to me that what you are proposing will lesult inevitably 
m additional charges somewdiere, or else Government must be piepared' 
to subs’dise the Imperial Bank indefinitely, oi you aie working towards 
a rnonopol) of the Imperial Bank or, alternatively, you are going to increase 
the cost of financing the foreign trade Are you piepaied to pay for that- 
temooi arily ? — Yes 

262 J But you would not appiove of giving the Imperial Bank a mono- 
pol) in foieign tiade?— We never suggested that the Impeiial Bank should* 
be given a monopoly, but we said that a beginning should be made with 1 
the Imperial Bank, because m that them aie certain advantages 

2622 So what subsidy should be given to the Imperial Bank would 
haie to be caiefully considered — We do not think there would be any 
necessity for the Imperial Bank to be given any subsid) * - 

2628 Peihaps oilier banks would have : staited if they could have done 
it They have tried to do it, but found that it is not a paying proposition? — 

I have mentioned the difficulties of Indian banks, while the foreign banks 
do not find any difficulties 

2624 But )ou have not explained how youi lestricLons m India are 
going to improve the facilities that the other banks requue, wdnch aie 
largely facilities foi cheap finance and co-operation m London? — I think' 

I have made that quite clear Theie is a certain amount of piejudice at 
present against Indian merchants 

2625 How are you going to remove that prejudice? — By bunging Indian 
banks into the field, we do not want a monopoly by non-Indian banks 

i ^ , 

2626 Would it not be a simpler proposition, then, to sav that any 
Indian bank wishing to do exchange business should be subsidised? — We 
have said that, if necessary, the Imperial Bank should be subsidised 

2627 Why the Imperial Bank instead of the Central 0 -There aie Some" 
advantages theie is some prestige attached to the name of the Impeiial 

Bank. 
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2628 That means the Impenal Bank will get an additional 60 cioies 
of -rupees to do exchange business Why not extend your pioposition of 
•the bithsidv to orhei Indian joint-stock banks m ordei to enable them to 
do exchange business? — It is not a question of subsidy alone The Impenal 
Bank has°a eeitam amount of piestige even in the London mailiet and 
other foieign centres 

2629 You think you could do that even if, by your restrictions, you 
definite! v prejudice the Exchange Banks with then large steihng lesouiees 
Would jou run that nsk 9 — I do not see how that can harm the Impenal 
Bank 

2660 You think the Impenal Bank can work independently of the Ex- 
change Banks 9 — Yes 

2631 Dr Ilydcr One leason you gave foi the slow development of 
banking m India is that theie is the law of mhentance w Inch leads up 
•to the splitting up of the family foitune Does not this law opeiate also 
in the case ot non-Indians 9 Is the pioperty of a non-Indian, c g , an 
Englishman oi a Scotchman, not divided up on Ins death? — I think that 
depends on his will, to whom he has bequeathed his piopertv We me not 
-conveisant with the laws of difteient countnes, but we know' that in legard 
•to many firms m India, when the father dies, the sons divide equally 

2632 Have jou m mind the system of pnmogenituie? — Oui impiession 
is that business is not divided equally among the surviving sons of the 
deceased as it is done m India 

2633 I think the business lemains m the family and all the sons liavt* 
-a shaie m the business We have the verj same system m India You 
"have the joint family system both among the Hindus and the Mussalmans 
Where does join handicap come m 9 — The handicap is in this way In 
England if a member wants to retne from a film he takes a eeitam amount 
of shaie, but m India we find that if a partner w r ants to separate, the whole 
’business is closed up and they cany on the business entnelj separately 

2631 Dr Hydcr You mention somewhere that the Indian industry has 
suffered on account of the high rate of Government borrowings This 
high rate of Government borrowings is, perhaps, due to certain factors 
When this high late did not prevail m the past, what w r ere the factors then 
in existence 9 — This question has been deab w r, th by the Tariff Commission 
•which says that the mdustnes in India suffer from powerful competition 
•and the\ should be protected In the absence of the fiscal policy of Gov- 
ernment of India being changed, theie wall be no piotection at all 

2635 You mention that the Impenal Bank does not lequue a meitgage 
of block against the loans to jute mills and it is not so m the case of 
cotton mills Why is this diffeience 9 — You can ask that question to the 
Tmpenal Bank themselves 

2636 Mi Lam on cl What is j T oui authority to make this statement? — 
This information w r as supplied to us by the members of oui Chamber 

2637 I do not think so The Impenal Bank does not accept block 
.against the loans to the cotton mills 

2638 Mi Khaitan It is so m Calcutta The witness is balking about 

•the incident in Calcutta ' , > 

Mr, Lamond I am talking about Bombay 


J 
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2639 Mi Mukhtar Singh You say that for certain industries you have- 
to depend on foreign countries May 1 know what industries you aie 
referring to 9 — If you will refei to the list of impoits and exports, you will 
find the first item would be raw matenals, soap, chemicals, and theie are 
many otheis 

2640 You say those industries which do not lequire high skill 9 — s 
the skill js available m the country 

2641 Y r ou say something about the Hindu Law of Inheritance Do 
you have the lav of " Mitakshara” m mind winch authonses a son* getting- 
tile piopeity of his fathei, etc 9 — 

Chan man They say m their memorandum that they mean Law of 
“Mitakshara” 

2642 Mr Mukhtar Singh You complain against the Hindu Law )£ 
Inheritance Do you suggest any changes m that Law 9 — A note lias been 
prepared by our Chambei and I shall send you that note 

2643 Chairman I do not want this note to be sent by youi Chamber 
That will be a subject entnely outside the puiview of this Committee If 
you feel to take up that point you may make an observation, but the 
examination of the problem or its various aspects under the Law of 
Mitahshara , etc , is I think and my colleagues will agree with me, outside 
the purview of this Committee How the Law r of Mitahshara is to be chang- 
ed would be a mattei outside our purview, because that would be the 
examination of various other considerations, social and others 

2644 Mr Mukhtar Singh Do you not think that )ute mills are in a 
better position than cotton mills? — Yes 

2645 Do you not think that the Imperial Bank w r as justified m giving 
bettei facilities to the cotton mills? — Jute prices are as much likely to 
speculation as cotton prices 

2646 Does the cultivator get adequate price for jute? Does he get 
his legitimate share 9 — That question we have dealt with m our evidence 
befoie the Provincial Banking Committee 

2647 Chairman You have complained about the Government borrow- 
ing moneys at high rate of interest Have you studied the question? Is 
it a fact that it is the Government of India who borrows moneys at high 
rate and m other countnes the Governments aie managing to airange for 
loans at low rate? — That question refers to the management of the Finance 
Department of the Government of India 

2648 I want to have your answer on this question According to your 
opinrai you say that the Government of India is bonowmg m this countiy 
at a High late while the late of mteiest paid by othei Governments is less 
How that anses is a question 9 — Because Government is having short teim 
borrowings 

2649 You aie i sterling to the shoit-term borrowangs Taking the 
aveiage borrowings of the whole a ear, is Government paymg a higher late 
than the other Governments 9 Is it necessary foi them to pay such a 
high late m case of their internal borrowings? If you have not exammed 
this question thoroughly, you can say so 9 — We have simply mentioned 
what rate of interest the Government pays 

This is a sort of belief which you hold 
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Fiiflay, the 29th August 2930. 

Present 

KCST, K C I E , CBE 


Cl E 


Mi V Iv Aravamldha Ayakgar, M A , C I E ( Secretary ) 


Mi R P Mas\m, MA (Joint Sect ctanj) 


Messrs Hussembhoj A Lalljee, Lalp Xaxainp, S N Pochkhannv ala 
and B N Kaianjia, liepiesentatives of the Indian Merchants’ Chamber, 
Bombay, veie examined 

2b50 Chnnman hou gentlemen, lepiesent the Indian Merchants' 
-Chamber, Bombay 9 — Yes 

2651 Ato 1 eoueet m assuming that t he opeiations ol >om Chamb°i 
me pnmarilv confined to the Bombay Presidency and Sind 9 ' — We aie 
dealing in all-India questions as veil 

I put the question because tlieie aie othei Indian Mei chants’ Chambeis 
m othei paits of India, one at Calcutta, one in Biliai and Onssa and 
so on, and ue lme leceived separate memoianda from all these cham- 
bers separately m leply to our questionnane and it vas for this xeason 
that I used Ihe void ‘piimanh’ Am I couect. m assuming that yom 
operations axe primarily contmed to the Bombay Presidency ? — Corrmeice 
being an all-India subiect and Bombay being the centre of trade and com- 
merce m India, oux Chambei takes an mteiest m all general matters 
connected with trade and commeiee of the countr\ r as a whole 

2652 Now then, supposing tlieie had been some differences between an 
Indian firm in Calcutta and say an Exchange Bank, would that Indian 
'firm: approach you for settling the affair oi vould it nppioach the Indian 
Chamber of Commerce, Calcutta? — The firm v ill naturally approach the 
Indian Chambei of Commerce at Calcutta 

2053 Therefoie, your functions are primarily confined to ihe Bombay 
Piesidency and Smd, and Commerce being a central subiect, you natuially 
take a veiy considerable mteiest m important matters which crop up any- 
where else in the country, say m Calcutta, m the TJ P , oi the Punjab or 
anywhere else Would that be a correct position of the situation? — Yes, 
you may take it to be so 

My difficulty also arises fiom the fact that ve had, as I haie aheadv 
said, separate memoranda from different Indian Chambers of Commerce in 
the countiy If 'it was really, one institution, it would have been moia 
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Appropriate if only one memorandum; had been Sent to us That is the 
reason why I put the question to you Anyhow we will leave it at that 
and pioceed 

2654 Your Committee have stated that the hist of the four funda- 
i mental problems connected with banking in this country is the levival of 

tnr* system of indigenous banking at places from which it has disappeared 
and its strengthening in places wheie it has continued with diminished 
jirestige and influence You iefei to the view expressed b' youi committee 
on the subject before the Bombay Piovincial Banking Committee and state 
that your committee hold that the Imperial Bank should not now open 
new blanches but appoint an individual shioff, oi a group of shrofts wheie 
they can co-opeiate, to act as agent oi agents to the bank I take it that 
your statements are based moie on a review of conditions pi evading in the 
peewaat erf Bombay than of those prevailing m the whole of India, for the 
srtfvesrtiigaflions of the provincial committees and our own enquiries indicate 
that the position m regard to the shroff differs in different paits of the 
country Have you 'seen the recommendations made In the Bombay Com- 
'mittee as legaids your suggestion m para 266 of their Repoit 9 Will you 
kmdlv tell us whether you approve of these recommendations ? — -We 
generally approve of them and we would draw the attention of your Com- 
mittee to the summary of the lecommendations contained an paragraph 
T71, page 251 of the Bombay Bepoit 

2655 That is the sumraan The pioposed aiiangement >s des- 
-ei ib erl m the following words of the Bombay Committee — “The approved 
shroff should lodge with the bank gilt-edged or othei acceptable seeunties 
of amounts that might be mutually agreed upon, keep separate accounts 
of the business done on behalf of the bank and maintain regulai account 
books ’which should be available to the bank for inspection and audit” 
Therefore, the ’shroff would become the tieasurer of the bank Bo you 
think that suggestion if given effect to would go a long way to amelioiate 
the i osition of the shroff 9 — Yes 

2656 i I am speaking from lecollection Lala Haikishen Dal boie me 
.'Out 1 when -I said .the other day that about 30 or 40 years ago some soit of 

a system was in vogue by which selected shroffs used to function as Gov- 
ernment treasurers in the Punjab even without the intermediary of the 
Imperial Bank My information is that these shroffs m those days weie 
doing regimental work I do not want to be very categoncal as 1 am 
> speaking without a -full knowledge of the facts, but I understand some of 
these shroffs failed owing to vanous reasons and since then the system 
, ■'gradually died down Do you know anything about it from your personal 
.experience? I was told some such scheme was working m the Central 
Provinces and is possibly still m existence in some places of the province. 
Have vou an\ thing to sn\ as regards the feasibility of the scheme 
adumbeiatcd bv the Bombav Committee and can you tell us whether the 
amngement therein suggested wvmld be acceptable to the indigenous 
"bankers? — We held a meeting of oui Shioffs Committee and, from what 
I learnt from them, I may say they w r ould have l no objection in accepting 
■these proposals They even went to the .extent of saying that if need be 
the\ would form themselves into small syndicates The greatest diffi- 
cultv’W as about the balance sheets of these shroffs but even this difficulty 
"they were prepared to surtnount 
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-system would be analogous to some extent to what prevailed m Bombay 
when impoiling houses appointed then guarantee biokeis Some of the 
"textile mills both m Bombay and outside have their biokers who guaiantee 
"then contract foi sales of then products as also their deliveries” What 
is \our idea contained in this note 9 — We weie asked hew this would woik 
and then we gave instances of big houses m Bombay, Calcutta and other 
places 

2665 Do you still stick to your statement that the system would be 
analogous 9 Do vou think that by reducing the position of indigenous 
bankers to that of guarantee brokers m relation to the Bank is the best 
w ay of reviving the shroff system 9 — Not by reduemg their position to that 
■extent entirely 

2666 You still would expect them to work as guarantee brokers 0 — Yes 

2667 How many shroffs do you think will come forward to do business 
of that sort all over India 9 — At piesent they aie doing business on 'then 
own account and if facilities are given on favourable terms, many will be 
coming foiward 

2668 How many would you expect to come forward to woik as 
guaiantee brokers of the Deserve Bank or the Impenal Bank? — A very 
large number will be quite willing to do the business under those terms 

Let me put to you the suggestion of the Marwadi Chamber of Com- 
rnace which they, placed befoie oui Committee That Chamber sivs — 
“The conviction has steadily deepened m the mmds of the Chamber that 
without the Shroff being recognised as a necessary link the ciedit system 
cannot be complete The Board are, therefoie, of opinion that the pro- 
posed Deserve Bank should give the indigenous bankers the same facilities 
and concessions as to the joint stock banks At the same time it is neces- 
sary that the resti ict’ons which may be imposed must take into account the 
peculiar needs of these bankers For this reason the Chamber beg to 
recommend the following m this connection — 

(1) Theie should be, along wnth a schedule of joint stock banks, a 
schedule of shroffs to whom certain recognised financial facilities should be 
given 

(2) The shroffs who may conform to the standard fixed therefor should 
be included m the aforesaid schedule 

(3) The account books of the scheduled shroffs may be periodically 
inspected by exammeis appointed by the Central Deserve Bank 

(4) They should be allowed to carry on the business of Commission 
Agents along with that of banking 

(5) They should be prohibited fiom trading on their own account 
Now, then, which of the two alternative schemes that aie now before 
you, would appeal to the indigenous bankers 9 — We agree that the sug- 
gestion put forward by the Marwadi Chamber of Commerce is a moie 
useful suggeshon than that put foiward by the Bombay Commdme and 
we agree that the former is more practical and bpfter workable 

2669 Chairman The recommendations of the Marwadi Chamber can 
come into force when the Deserve Bank comes into being, and undci the 
scheme of the Deseive Bank as it now stands, it is the Imperial Bank 
which will do thp treasury work of Government as agents of the Deserve 
Bank Now that being so, if the sin off has to take any part m doing the 
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treasury work of Government be will still bare to function as the agent 
of the Imperial Bank Is not that so’— It amounts to the same tlirag 

2670 Even when the [Reserve Bank comes into existence under its 
present scheme, a shroff, to whatever description he may subscribe lmn 
self and whatever other concessions he gets, will still hare to function as 
an agent of the Impenal Bank in regnid to this tieasurj work? — Yes 

Therefore, we again come back to the Bombay Committee’s recom 
mendatien Theic me two kinds of voiK winch the <dnoff will ha\e to do, 
one as agent for the Ireasui} work and the other as shiofi proper In his 
former capacitj, the slnoft has to submit an account, while m his latter 
capacity he stands as a principal and as such is nLo responsible for the 
moneys that he lends Therefore I do not sec much difference 

2671 Mr Manu Subcdar Supposing the shrofr lends out nronm which 
he receives fiom the Imperial Bmk, do jou think he should lend against 
securities’ — He maj also lend moner on credit 

2672 But if he went to the Imperial Bank, he would hare to lodge 
some further secuntr ’ — The Imperial Bank could look into lus accounts 
and his dealings rnth lus clients before advancing lum moner Moreover, 
much will depend on his credit with the Imperial Bank 

2673 Chairman If I may gire rou some further trouble and pursue 
the point Almost all the Piormcial Committees hare expressed tbemsohts 

s u apathetic uithth* indigenous bankei lut some of the Comnvffces 
aie of opinion that the indigenous bankei v ul giaduallr disappear and on’v 
recommend that his demise should be a slow one and not a sudden one; 
thcr do not eren suggest what if an\, position is to be allotted to the 
indigenous bankei in the banking stiuctuie of the countr) The B P 
Committee have made certain other proposals which find a place m some 
of the other pror racial reports as well Ther hare made four proposals 
I should like to know rour views on those four proposals (Here the 
Chairman handed the rrntness a copr of the U P Report to read ) Should 
you piofer it I am quite willing to suggest that ion place these proposals 
before voui Chamber and communicate to us rour views after consulta- 
tion — Ceitainh, we should like to do that 

2674 Mr Khaiian Them aie just two points on which I should like 
to have a clear expression of rour news In answer to Sir Purshmamdas 
Thakurdas rou admitted that the srstem advocated bv the Tlirwadi 
Chamber of Commerce was better than the s^tem adrocated bv rou 
Then in answer to another question you said that the two systems were 
not different, and that gave me the impiession tint rou suggested that 
Dorn might be tiled — What I said vac that both the thmes v ere almost 
the same 

2675 You suggest that shroffs should be appointed ns agents of the 
Imperial Bank Then, could the depositors hold the Impenal Bank liable 
for the deposits thev made’ I mean, would that be the logical or rather 
the letral conclusion of the auencr srstem’ — In that cn-'e of com =e the 
Bank has to con^idei even the question of gilt-edged seem dies 

26(6 I am not thinking of the gilt-edged securities at the moment I 
am only referring to the liabilities of the bank who appoint shroffs as their 
agents Is it a part of your scheme that the Imperial Bank who appoints 
shroffs as agents should be liable to those persons who deposited money 
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■with the agent 9 — Up to now we were only considering the question of the 
moneys which the shioffs would be getting fiom the bank and lending to 
the people outside 

2677 If they receive deposits and lend money, would that not be part 
ot youi scheme 9 — Oui scheme lelates moie to lending of money than the 
bon owing of it, the latter is not so impoitant 

2678 Then you would not allow that? Would not the other natural 
conclusion follow, namely, that m so far as the leceivmg of ieposts is 
concerned, the bank is not able to take advantage of the 5 situation 9 — That 
would certainly be the conclusion 

2679 Therefore what would be the advantage to the bank in appoint- 
ing agents if it eould not leeeive deposits 9 — Oui geneial impression has 
been that these laige banks weie drawing money fiom the districts to the 
principal towns and that the distnets were as a result starving for want of 
money 

2880 You said that the agents would get facilities fiom the bank ctnd 
would lend out money, you also said m answei to a question of the Clian- 
man that their business "would be to receive deposits and lend out moneys 9 
— No, not receiving deposits m the name of the bank, they could do that nr 
their own names 

2681 Do you mean to say that so far as receiving deposits is concerned, 
they could act as principals, and that as regards lending money they could 
act as agents of banks? Would you just consider whether that would 
not introduce a complication which is not desirable? If the people m the 
locality find that this indigenous shroff, who is acting as a shioff of a 
bank, hypothecates his assets to the bank in order to ensure recovery by 
the bank of its dues, would that inspire the people’s confidence it* that 
shtofi 9 — That the sluoff hypothecates his assets does not show than his 
dealings are bad 

When you consult vour committee on certain points which the Chair- 
man just now put befoie you, m'ay I also request y T ou to considei tins 
quest 1 on also moie carefully and make suggestions to this Committee 9 

2682 Another point which I wanted to have cleared up is youi sug- 
gestion that the scheme put forward bv the Marwadi Chamber could he 
brought into operation aftei the establishment of the Deserve Bank Is 
there any reason why the Impel ial Bank, which is at piesent receiving 
Government balances, should not be considered as performing all the func- 
tions of the Deserve Bank so far at least as your scheme is concerned 9 Do 
^ou see any difficulty m bringing your scheme into opeiation 0 — I see no 
difficulty 

2683 Mr Chetty You said just now that the tendency is for deposits 
to flow into joint stock banks which aie situated m the provincial centres 
and the difficulty is how 1 to ensure that that part of the deposit money is 
distributed m upcountry centres Is that not so? — Yes 

2684 Now, there are veiy many merchants m the upcountry towns 
who are well known to the local money-lenders but whose financial posi- 
tion and status is not so well known to the joint stock banks m the pro- 
vincial centres 9 — It may be so 

What I am suggesting is that one difficulty is that the ordinary tinder 
of good standing and sound financial position upcountry does not get all 
the facilities that he is entitled to, simply because the details of his 
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business, etc , aie not so well known to the joint stock banks as they are 
to the local moneylenders — Quite right, 

2685 So you think that m a situation such as this the slnoft would be 
very useful? — Yes 

2686 Two ways have boon suggested tlnough which these indigenous 
moneylenders can be utilised by the banks one is that they shoidd act 
as their agents m these centres, the second is that they should be a medium 
to provide mcieased credit facilities to the mei chants and tiad.ng com- 
munities These arc the two methods by which the indigenous money- 
lendei can be utilised The pioblem before us is what security must the 
bank have, if it is to engage local moneylenders m discharging this business 
between the bank and the local merchants? Even as it is, is it not a fact 
that the Impenal Bank has got a list of approved Multams whose bills 
they rediscount? Themfore, what you would suggest is that when the 
Reserve Bank is established this system* must be enlarged so tliat ll e mdr- 
genous moneylenders’ bills may be rediscounted more easily Iv this 
not what you mean? — Exactly 

2687 If the local slnoff oi moneylendei is to bo ontiusled wi'h this 
business, wdiat m your opinion should be the restiietions he must he 
subjected to bv the Reserve Bank? — We have already suggested that lie 
should send in lus balance sheet and have hi, accounts lcgulailv inspected 

2688 Do you think it should be an essential part of the scheme that 
he must be prohibited from cunying on any othci business except money- 
lending 1 — I \oulci not say that Our intention is to c upply monc\ 4 o the 
mlci’oi wheie nrone\ -lending business is not sufficiently developed There- 
foie the monev lender must be allowed to do othci business also 

26B f ) ' ou would at least icquue that in the case of a local t til off eany- 
mg on business oth< i than meie monev lending, the two ii his le (ions should 
be kept quite sep irate? — Quite separate 

CJm.rman If vou just turn to the Summary of recommendations on 
page 251 of the Bombay Provincial Report, there are a number of recom- 
mendations — fust one dealing with rediscounting business and advances 
against stork, second (puagtaph 169) lcgaiding facilities to sLnofis of 
approved standing, the fluid regaidmg the appointment of ndvisoiy eom- 
mitte^s, th > f ninth one is an additional recommendation which anses oat 
of the spcc'hc demand placed befoie them by the Indian kl ei chant ■>’ 
Chambe’ With logud to the lcdiscounting facilities it has been suggested 
that the sin off should get bettci facilities than what he now* tees fes 
The Impend Bank cany on the Government’s treasury business at certain 
nlaces now n is pioposed that instead of opening oilier blanches fei 
this purpose, the Impenal Bank should make use of the shrohs, tie 
shi >ffs being thou agents That is where the agency part comes m The 1 
will function as tlieir agents for the c aiivmg on of the banking business 
of Government Now m that connection, the Bombay Committee lecom- 
mend that the agency system should be introduced tentatively at selected 
places where then is no organised bank either joint stock or cooper itne 
that the slnoff nominated as agent of the central banking institution mould 
receive funds from it to be employed by him at Ins own lisk m making 
advances within sanctioned lumts and subject to such general conditions 
as mav be niescribed by the bank, at a rate of interest not exceeding 2 per 
cent over the rate charged by the bank The agent should do no business 
other than banking and so long as he undertakes to bear losses, if any, 
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he should not be prevented from doing his own private banking business, 
but he should not make use of the bank’s advances for bis private business 
He should lodge with the bank gilt-edged securities That recommendation 
is something additional to what Mi Chetty was refening to, that -s, 
the grarc ot greater rediscounting facilities and advances against stocks 
or trading facilities on the hypothecation of goods The Bombay lecom- 
rnendatiots aic is many as six 

Mr ChcHy Sir, my point w r as that the shioft is called upon to perform 
dull functions one as agent of the bank, and secondly as a medium foi 
the extens'cn of facilities to people upcountry I w r ant to know, whatever 
the functions he may be called upon to peiform, wdiethei the fact that 
sceuutios may be demanded from him will not depend upon the merits of 
each individual case — With that I quite agree This is a mattei which 
wall have to be settled m each case by the shroff and the bank 

2690 Chairman Will you be good enough to get your Chambers 
writ ten opinion on these two mattei s, i a., the views of the Bombay 
Provincial Committee and the views of the U P Piovmcial Committee 0 — 
Yes 

2693 Dr Hydcr The question put to you by Mi Chetty was tLal 
at present the local moneylender knows the needs of the merchants, while 
the bank dmc not, and there is no link between the local moneylenders 
and the local bank, and the lattei is not m a position to judge the erod'd 
worthiness of the shroff or moneylender or the indigenous banker New 
I ask -sou, if a, Central Bank w'ere to be established, how is that bank going 
to be m a j.osition to assess bettei and more correctly the credit- worthiness 
of an mdi Generis banker with whom the existing joint stock banks are 
not able to deal at present? — We do not sav that the Central Bank only 
noull be abb to do that 

2092 Yen contemplate then that theie should be any number of 
branches just as the Imperial Bank has? — There will be branches and they 
will appoint Shroffs as their agents 

2693 If they are going to appoint Shroffs m far away places, how is 
the Centnl Bank or Reserve Bank going to be m a position to assess 
the crecld -worthiness of these people scattered all over India, when even 
the existing banks are not at present m a position to do so 9 — At present 

are thinking of a bank to which Government would like to give facili- 
ties m the d strict and certainly such a bank will have its own offices in 
pi mcipal towns and cities and they can have communications wnth the 
Shroffs m the different small places I understood Mr Chetty r,o say that 
if theie was a bank m Poona and if there -were Sin offs m Poona, the Shroffs 
ni Poona would be m a much better position to know' the needs of the 
people of Poona than the bank officials 

A/r tihanvivLham Chetty I was thinking of the medium between the 
actual borrowei and the banks 

2694 L'i Hydcr But what is the difference at piesent between the 
medium and the branch of the joint s'.ock company? — The peison who 
lmc'3 with Ins own people day and night knows the condition of the people 
better than the bank manager who may not be so much m contact with 
the people 

2695 Chau man It is frolm that point of view that I made an obseiva- 
tion eat nor, namely that under the present scheme of the Reserve Bank, 
even when that bank comes into existence, the Imperial Bank and its 
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numerous b. finches will function ns agents of that bank m regard to C^ov- 
ernment Treasury business and it that scheme holds the field uitimaoely, 
the liaison between the Central authority — the Reserve Bank — and these 
indigenous bankers will have to be effected largely through the agency cl 
blanches of the Impenal Bank Would not that be coirect? — I go further 
and siy 7 that whatever the position of the Reserve Bank may be, the 
Impel lal Bank, or foi the matter of that, the Ce~ntral Bank who gives all 
these facilities must have facilities from the Impeual Exchequei If 
these banks aie prepared to give the shioffs and business people or the 
ague dtunsts an the district these facilities, certainly thej aie entitled to 
ask Government foi some more help 

I am not concerned at the moment with the question of Government 
asSiStan-e to the Reserve Bank My point was to tiy to visualise the 
p’ctuic as lo the channel through which all these things have to he done, 
ard thciofo. e I suggested that if the present scheme holds the field, the 
liaison between the apex bank and the various indigenous bankers at 
ceit.nn station? would m all piobability have to be established through 
blanches of the Imperial Bank — Quite right 

2696 In reply to one of my questions, you said that the leal object 
on your pait was to prevent money from districts being drawn into the 
cities and outside Therefore, youi fundamental point is that thereby the 
rate of interest m the semi -urban and ruial areas would be reduced and 
that that m itself would facilitate trade and commerce and business 
generally Has your Chamber ever thought out whether that object (aud 
I must; sdin't that it is an object deseivmg great commendation) can be 
seeuied in auj other way than by reviving the system of indigenous bank- 
ers? — Our Chamber considers the revival of the Shroffs as the only agency 

26 C1 7 Mr hamadas Pantulu May we know whethei the Chamber has 
consult i an the suggestion of the Central Bank of India, which Mr Poch- 
khjnawala explained lo us, about creating facilities foi banking m runl 
areas? — We ha\e considered it, in a wav it is also a very good suggestion 

2698 Chairman You would like to see these district joint stock banks 
established, but still for the puipose of liaison between them and the 
actual agnc'iltuust or whoever he may be, you wall have the medium of 
the Shroffs 0 — Yes 

Mi Ramadas Pantulu Bor the commercial bank the liaison should be 
the co-operative bank 

2699 Chairman I think the point is that co-opeiative banks will un- 
doubtedly take ovci the work gradually, but until they can do so, what is 
to lw done' 1 The Indian Merchants’ Chamber say that until ’you leach 
that nnlleuium, something should be done to keep trade and business 
going tluougn the means of the indigenous bankeis Would not that be 
your attuude? — Yes 

2700 Mr Devadhai You would not be agamst the co-operative agmey 
coming into the field gradually? — We aie not against co-operative banks 
except (hat we do feel that some people have said that the mode of lend- 
ing and the amount of securities they want, etc , aie such that they do 
create some difficulty 

2701 Chau man You say that any foreign bank which wants to operate 
in this country should be registered m rupee capital Is it your intention 
that this should apply only to banks established m future or to existing 
banks also f — We mean both Our proposal is that these banks should 
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Itave a Boaid an India, composed paitly of Indians as they would be 
bettci able to kn ow the needs of the people and of Indian trade itself 

2702 Then the sole object undeilymg your pioposal is to provide for 
bettei contact between the existing banks and then Indian clients 9 — Yes, 
and also sympathy with Indian trade 

2708 Ii is then only to establish bettei contact and moie sympatnv 
and friendlj lelations 9 — Theie will be one advantage In so fai as financial 
responsibilitj is conceined, I have nothing to say about the present, our. 
as legsrdo the future, w r e shall be able to know about the financial condi- 
tion of anv bank that may wish to do business and become a boirower. 

2701 This last eonsideiation applies only to those banks which want 
to establish themselves in India m future, but m the case of the existing 
banks, the considerations m jour mind aie those which you mentioned, 
viz , an endeavour to secure better contact and better relations, including 
greatei sympathy with the Indian tiader Am I correct m assuming that 9 
— Yes 

2705 Would you kindly explain to the Committee whether jour pro 
-posal m the case of the existing banks is feasible and how you want it 
actually t> be earned out m practice? — We find now-a-days that different 
companies are legistenng then business m India, e g , the Ford Company 
•Limited In like manner, an exchange bank wishing to do business m 
India can have a separate concern 

2706 You say that they should register themselves m mpee cap tal 
perhaps there might be no difficulty m regard to a majority of Indian 
dneet'ns but there may be about a majority of Indian shareholders Can 
you tell me fiom the practical point of view how the existing banks are 
•going to reconstruct themselves on those lines 9 — I would not insist on a 
majority of Indian shaieholders if there is a sufficient majority of Indian 
dnectois in the old established firms 

2707 I want to know whether that pioposition is feasible at the present 
moment 0 — It is feasible 

If you will kindly explain to the Committee how this proposition can be 
made feasible, we shall be obliged Take, for instance, the Cbaitered Bank 
— If they wish to do business m India they should start a company with 
a mpee capital, say with a ciore of lupees I undeistand, foi example, 
that thi Allahabad Bank is mcorpoiated with the P & O Bank and that 
the P cu O Bonk is again incorporated with the Cbaitered Bank Thus 
they can -eery well do business, taking up the wdiole bank or a poition 
of it and form a Chartered Bank of India 

2708 Chairman The banks you refer to started with rupee capital 
Theie was no chfficultj, but heie this old bank has got a steihng capital 
Wdhout staitmg anothei subsidiary company with rupee capital, how 
can then leconstiuct themselves on the basis of iupee capital? That is 
the piecise point on which I thought I should hke to have information — 
The Indian compom vail be a subsidiary coffipany of the Chartered Ba nk 

Theiefoic a new company will he formed It is not a practical proposi 
tion m the case of the existing company 

2709 Mr Mann Subedar Would you like your rupee companies formed 
m this manner to be controlled by foreign banks as the Allahabad Bank 
is controlled? How would this meet the object you have m view? If the 
•Chartered Bank, for example, started a rupee company and then continued 
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its, wot it exactly ab it is doing now with, entne contiol ot the Charteied 
Bank directors m London 9 — The contiol would be of the Indian Directors, 
the major poition of the bolding being ofteied m India 

2710 Ch airmail Obviously you cannot have a majority 7 of Indian 
directors without a majority of Indian sliaieholdeis and there loie you 
would also piescnbe foi majonty of Indian shareholders 9 — Yes 

2711 iou said that the company should offer shares for subscription 
in India Would that ensure a majority of Indian shareholders’ — I’here 
veil l.e many people wlro will subscribe but if the Charteied Bank docs 
not enjov the confidence of the people then ceitamlv it might not be 
suppoitcd Ox recognised 

I am talking from bitter experience It is not a question of its com- 
mending the confidence of the public m India I am Sony to have to make 
-lu observation that the national point of view is so far not veiy prominent 
to the Indian fiom the point of view 7 of business The offoi max be made, 
the capit d may even be subscribed, but I have seen cases w'heio wth 
the initial subscription a Lansfer certificate is handed ovei to the promoter 
ind all the shaies will pass out of the hands of Indians I do not want 
to gave awav confidences, but this matter is well known The question 
was fully discussed by the Standing Finance Committee when they wanted 
to float a mil aviation company m India W'ltli a majority of Indnn share- 
holders After examining all the pros and cons , Government had do 
main it a State concern — Thai might be the expenence in that case We 
do rot waul f lauds to occui w r e want genuine concerns to come m 

2712 How can you ensuie that 0 The only war from my cxpei.ence of 
the civu arialion eompanv, would be foi the Government of India to 
str't this Lank 9 — I w 7 ould rather lose the benefit of the shares than allow 
tin bank hi function if it does not meet this condition 

[ was tiying to find out the practicability of the particular suggestion 
rou mule — The expoit. and impoit business ib a great guarantee fin them 
to mtiodace Indian capital There is no dearth of capital nr India 

That is i question of opinion and I am afraid fiom my 7 poisons] bitter - 
expencrce I cannot wdiollv subscribe to that opinion We shall leave it 
at that 

2713 You state that the proposed institution foi the finance of mdus- 
tucs may be called an Industrial Financing Corporation oi oyndieate, 
but net a bank so as to obviate any difficulties legal dmg the definition of 
the woid ‘bank’ What difficulties do you lefer to 9 — The general i m- 
pression is that wheio theie aie cun exit accounts anel shoit deposits, thde 
ts the likelihood of inns on the bank In a syndicate or coiporaton the 
policv would be long period loans and such concerns ought not to function 
as oubnar, banks In fact I would say that industrial banks should not 
take ordmai y banking business, which is lending money for short oenods 
financing trade bills and so on We make it a quite distinct entitr 

2714 My question really arises out of youi definition of the wild 
‘bank In answer to question 3 under “Regulation of banking” you S'W 
that your Committee are of opinion that the use of the void ‘bank” should 
be lestuctcd and be used only by oidmnry joint stock banks registered 
vurdei tlie Indian Companies’ Act, banks which carry 7 on lending and 
bonowmg business You do not here lefei to lending simply ioi short 
periods Therefore, if youi bank is to do lending and borrowing business. 
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your industrial corporation 01 syndicate will also do lending and borrow- 
ing business — We would like to make it quite clear that the Industrial 
Syndicate o* Corpoiation would be a Coipoiation which w^ould not be doing 
ltgulai banking business and those who want to invest m it ought not 
to considei it a legulai banking institution in the sense of lending mr 
shoit penods, tiade purposes, etc 

That would be made clcai m its piospectus md articles ol association — 
We want to make the bank quite distinct so that people can invest thou, 
money ficely 

2715 Suiely, you want jour mdustnal bank also to be linked up with 
the Eeseive Bank if it is established ’■ — The Iteserve Bank will have to 
allot a certain portion foi their business 

2710 Will it not be simpler fiom every pomt of view to call it a bank? — 
What we really feel is that a bank means a bank wdnch would meet calls 
at anv time — Not necessarilv — I should think it is much bettei to have 
it that wn\ 

2717 You hex e no< sod so m yom definition of a ‘bank — We w'ould 
mike it cleai now 

2718 Mr Mann Subedar I want to know whether you object more 
to industrial banks lending for short periods or borrownng for short periods? 
— Borrowing for short periods 

2719 Chairman You say r that Government should guarantee interest 
on the sh ire capital of the industrial financing corporation Is it vour 
intention that this guarantee should be for a limited penod of years or 
that it should be of a permanent character? — Limited, just as m the 
case of radaays, say for about 5 or 10 yeais 

2720 Would you allow the industrial financing coipoiation ro supple- 
ment its capital by issue of debentuies? — Yes 

2721 In that case, is it your intention that theie should be a Govern- 
ment guarantee for the interest of these debentures? — Yes 

S > Jar the opinions we have heard aie divided I think one of the 
gentlemen who is heie with you defimtelv expiessed the opinion that it 
was not necessary — We should think it is necessary 

2722 In that case xvoulcl not the liability on the State substamurllv 
exceed 10 to 15 lakhs? — If it did, we w r ould welcome it, because it would 
be m the mteiest of the mdustnes for wdnch there is great need m India 

2723 Your point was that the buiden would not be a very laige one, 
bat you modify vour statement to this extent? — Yos 

2724 You do not care if the buiden is veiy large? Supposing they 
had to issue, to stait with, something like 10 ciores of debentures, Govern- 
ment w r ll also have to guarantee the mteiest on these debentuies — Talcing 
the iron and steel oi the shmbuilchng mdusirx the wnuk to be accomplish- 
ed will be a national necessity Theie is no liainr m it 

2725 It is not a question of haim I want to know what your Chamber 
would definitely advocate? — We recommend it 

2726 Mr Shanmvhham Clietty You just now said that y T our Chamber 
would locominend that Government should give a guaiantee of interest 
for r limited period I suggest to you a method that has recently been 
adopted by the Madias Government with reference to land mortgage banks 
What the Madras Government do is that they guarantee interest on the 
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debent' a cs issued by the land mortgage bank up to a maximum hunt of 
50 lakhs cf xupees issued dui mg the first five yeais of the existence of 
the land mortgage bank The object of this limited guarantee is that the 
investing pubhc B must fiist have confidence If Government gives a 
guarmtee and makes the concern going, the public will become familiar 
and come m Do you nob think it will meet your puipose ’f 9 similar 
procedure m ere adopted and 'if Government guarantee a maximum limit 
of 2 oi 3 eioies of debentures issued during the fiist five >eais of the 
existen e of the industrial bank? — I do not want to keep a limit 

2727 But do you not think it will be sufficient if Government guarantee 
mteiest on the debentures issued dunng the fiist five years of the existence 
of the bank 9 — I will not restuct the period to 5 yeais 1 said 5, 10 or 
15 It Mill depend upon the kind of woik undertaken 

2728 Mi Chetti) Do you think that it will ansnei your purpose it a 
maximum limit is fixed by Government 9 — We discussed this matter fully 
and we find that the necessity m India for this is a gieat one We always 
comudei that such voiks aie undertaken by Government in the mcereots 
of the national cause In Japan it has been done 

2729 Mi Khaitan You said in ansnei to the Chanman that you 
would recommend Government guarantee of interest on debentures issued 
by the , ndu'Tiial bank Now, we have to consider whether Government 
are likely tc give this guaiantee Do you think it necessary lo obtain 
Government guaiantee for the payment of mteiest m view of the fact 
that r Ob leeommend a laige share holding of the Industrial Bank 
and that the amount which would be held in sliaies -would seive is a maigin 
for losses that mav be incurred by the floatation of debentures 9 — I do 
not follow exactly 

2730 I Mill put it m otbei words You advocate that the industrial 

bank should have a capital of two or thiee ciores of rupees Suppose an 
mdustr nl bank issues debentures of, say, the amount of ten to fifteen 
crores oi rupees, these two or tluec eioies of rupees of share capital 
would be held as a margin for the security of debentures Do you think 
that Mould be a sufficient guarantee for the debenture holders to dispense 
with the necessity of obtaining Government guaiantee for the mteiest 
on debentures 9 — Our first impiession vras exactly wliat you put, but sub 
sequentlv Me found that the needs of India are such that M r e have to under- 
take very big woik at times Theiefoie, it is necessary for us to have the 

guaiantee at least foi one vear, five yeais or seven vears As Govern- 

ment themselves cannot cany out these big Moiks, they must be able 
to help us m other M f ay for the constmetion of these woiks 

2731 Do you advocate that industrial banks should issue debentures 
on the security of paitieulai industml concerns oi th it flie industrial 
bank should issue debentures on the seeunty of the securities held by it 9 
— On gcneial seoui dies 

2732 So you advocate that the debentuies should be issued by T the 

mdu-tnal bank on the general security of its assets and the other ‘'Coun- 
ties held by the bank 9 — If we aie going to restrict our opeiations of 

Industrie s to a small extent, it Mull do, but if there is a necessity for 

having say, a ship-buildmg yard, what aie you going to do 9 

2733 That may be a special thing winch may be specially considered 
But apart from that would you generally require the guarantee of Gov- 
ernment foi the interest on debentures 9 — It all depends on the circum- 
stances 
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2784 You mentioned the period of five 01 ten years m answer to my 
question 311 st now Do \ou refei to the Government guarantee for five 
or ten veaxs or to the debentures issued during five or ten years? — We mean 
debentures issued wdkm the nenod of five 01 ten vears 

2785 You mean accoiding to the scheme of Mi Chetty? — Yes 

2736 Mr Dcvadliar I should like to know whether you intend that 
these mdustnal banks should promote mdustnes or simply finance mdus- 
tnos What is youi opinion’ — We want the mdustnal bank to do b >lh 

2737 Mr Manu Subcdai Theie aie seveial proposals m connection 
with the financing of mdustnes including the proposal for a special insti- 
tution In connection with this the suggestion has been made m some 
cases that Government should guarantee share capital and m others that 
-Government should guaiantee debenture capital and not share capital 
If Government guaiantee shaie capital, it may happen that if finance is 
'requited for an industry, and that is given by debentures, Government 
or the bank would be anxious to see that theie will be no losses on share 
capital and the debenture capital will be neglected What guaiantee is 
there that the directors and (managers would act m an efficient and proper 
manner’ — I do not see wdrv veu should suspect the dnectors and managers 
m earn mg out then work 

Chiui man You have never recommended guarantee of shaie capital 
You have only recommended guarantee of interest 

Mi Mann Subcdai If I take a shaie of the industrial bank with the 
Givernment guarantee for mteiest, I would regard it as equivalent to 
3] pci cent Government paper, whatever the rate of interest 

Chairman No, you cannot, because they have recommended that the 
guarantee of mteiest should be for five years 

2738 Mr Many Subcdar Do you want the double guarantee, both m 
.respect of mteiest on shares and debentures’ — Yes 

2739 You know there is a difference m the issue of debentures and 
shaies Do you think that the population of this country would take 
kindly to debentures’ — In this connection w r e would refer you to th j latest 
report of ihe ex-Piesident of the Tariff Boaid We would sa> that this 
is % trifling matter as compared with the development of industries in this 
bcuntry 

\ 

2740 You suggest that theie aie certam other factors w r h ch prevent 
the development of industries Fiom the mvestoi ’s point of view I say 
that theie is a heavv stamp dufiv Do vou considei it is one of the im- 
pediments ? — Yes 

2741 Do you suggest any modification’ — The stamp duty should be 
reduced 

2742 Sir Hugh Coche You say m youi memorandum that it is not in- 
tended that the Corporation should find the vfhole finance for eithei fixed 
capital expenditure 01 for working cap tal, etc Suppose an individual 
comes for finance, do aou suggest that the bank should give him financial 
help for block only — Yes 

2748 Chairman So long as Government have any liability m connec- 
tion wuth the guarantee of interest on the share capital, would you provide 
for the exercise of an adequate control b> Government on the activities 
'of the industrial corporation’ — Yes 
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2744 It has been suggested, by some witnesses before the Committee 
that an industrial concern should be helped with long term finance by <m 
institution of the sort you piopose, only if the concern has found at lead 
50 pei cent of its initial capital Would you tell the Committee whether 
you agree to this suggestion? — I cannot sivv exactly 50 per cent But 
some percentage should be fixed 

2745 You accept the punciple that the concern must find some portion 
of initial capital Is it not'’ — Yes 

2746 "When tins mdustiia’l financing corporation makes advances to 
industries, I take if that it is a our intention that thesp advances should he 
secured by block oi othci assets of the concern’ — Yes 

2747 You say that not moie than 30 per cent of its capital should be 
allowed to be lent to a particular divs on of a piovmce What do jou 
mean by the woid ‘dmsion ’ Bo you mean the present ndmm strain e 
division’ That is to sav, just as we have m Bombay, the northern divi- 
sion, the southern division, etc ? — Yes 

2748 But where theie aie no such dmsion for instance Madras I 
suppose you would change that to distuct Is u noi ’ — We mean some 
convenient admimstiative division 

2749 You state Hint >ou are not m favoui of audit and cxnmmat on of 
the banks’ accounts bv examiners othci than as piovided at present It 
has been represented to us by an association speaking on behalf of the in- 
vesting public that such examination vutl go a long wav in restoring confi- 
dence among the investing public Have xou anything to mge lo the con- 
trary’ — So far as the joint stock hanks are concerned, we find that these 
hanks’ accounts arc being audited by certified auditors It is the r business 
to audit the books of the banks If an inspector is appointed he would 
not be of that status or position as that of some well-known auditors who 
are at present being employed by well-knowm banks- It would be only a 
cursory examination We do not wish that Ihe responsibility of directors 
and that of auditors should, m anv wav, he diminished bv ihe fiot Hurt an 
inspector has seen the accounts or that an inspector has exam ned the 
books culsonly Furthermore, it is alwins necessary, in bankmg con- 
cemc; specially to have peisons yvho have got an intimate knowledge of 
this sort of audit work and wdio can be reked upon m checking the hanks’ 
accounts It w'ould be moie advsnble to hay’o such persons than persons 
who would hay ? e a cursorv examination of the book 0 Of course, in order 
to onsme more public confidence it mn» be suggested that a gimp of 
auditors may be selected by Government and from Hint group the hauls 
may make a selection 

2750 Chairman The question which I put to you just noyv do°s new 
contemplate that the present anangements about audit should, m nn^ 
wav, be interfered with The audit and examination of hanks’ accounts 
which I icf-n to m my question has <c be m addition to t’ic jiesent 
aud.it’ — That would lessen the responsibility of dnectois and anditois 

2751 TLs is something like piov ding additional s.vfeguaids m the m 
terest of the investing public’ — There is no necessity foi Midi additional 
safeguards 

2752 Mr Chatty In the Madias presidency' m yerv many parts yve 
have got small joint stock banks each with paid-up capital of a lakh of 
rupees or under Thev take deposits from the public, but such concerns 
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-are not alwais mn with proper caie and attention In then eases would 
not the system of examination of then looks >.e useful 9 — So fax as \ve 
know, then accounts are audited by auditois The} have their certificates 
There is a board which gives them a diploma 

2753 Oux experience is that m spite of the auditors holding diplomas 
iheie have been irregularities m the banks, which aie not brought to the 
notice of tlic auditors We have got practical experience of such cases 
What do \ou sav 9 — Belli >p< m them vises the auditors must be wanting 
jn qualifications 

2754 Do you think that (ho lcMionsibihU placed on the ruditoi under 
the Indian Companies’ Act and the ceifihcate appended bv him io the 
balance-sheet ue enough to ensme satisfaction to the mvestmg public 9 — 
Yes 

2755 Mr Mann Snbcdar Ate vou awaie that m some cases of bank 
failuies the auditois were well-known films of auditors 9 — Yes If there 
are eases of fraud, \ou cannot avoid them 

2756 You know mat them is a usual foim of audit which says that 
according tc< the mfoimation leceived Horn managers and dueetois the 
balance-sheet is collect Do vou th.nk it is a satasfactoiy anangement? 
— We know r that banks ccounts are audited bv local auditois or the audi- 
tors lepiesentatives 

2757 But in ^orae cases tliev aie not audited If so, would you recom- 
mend that the banks’ accounts should be audited 9 — Yes, peihaps, if tliexe 
is small \olume of bus.ne«s, they do not get the accounts audited We 
must look to the volume of busmess done md then impose this rule 

2753 Would you gi\c the auditois anv protection fiom lemoval bv the 
dueetois 9 — I do not tlnnlc this is m the hands of tlie directois Thev 
have no voice If is in the hands of the shareholder^ 

2759 Technically it is the ‘diaiehoideis’ meeting which passes the rc- 
solut on about the appointment of dueetois, hut actually the appointment 
is not made accoidmg to their choree, as -you sa\ 9 — But now the share- 
holders are asserting then lights in cveiv concern, whether banks, joint 
stock banks or industrial hanks 

2760 Wo have been told by some witnesses that further safeguards 
should be piov.ded an regard to the audit of banks Have you anything 
else to sav in connection w th audit? — One question you asked me whether 
the banks’ accounts should be audited to which I have lephed m the 
affirmative 

2761 With regard to the checking of all secuiities, whether the seemi- 
rihes aie borrowed bv the banks or not, vou know what happened m the 
case of Shilotn Bank about the socialities The auditor did not know 
whether thev wane held, by the bank What is ; our suggestion 9 — If a man 
commits a fraud Oi man cheats the auditor v e cannot help it There 
rs a criminal low' which will protect them 

2762 Mr Buclrtcy Do \ou not think that wo should have two inde- 
pendent auditors, one appointed by the dnectors and one by the share- 
holders? — I do not think that the directors should be given am raght in 
tins matter It is the right of the shareholders to appomt auditors 

2763 Mr Manu Subedar Would you go to the extent that Govern- 
ment should make a list of reputable auditors who, m their opamon, would 
be the best men? — Yes 
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2764 Would you eliminate people without pioper qualification but with- 
out, Government selection'’ — Government must select the best auditors I 
do not onakc it obligator on any one to select any paiticular auditor or 
auditors 

2765 Chan man You may be willing to restrict that right to the extent 
thab the shareholders will only appoint auditois from a list piepaied by 
Government? — -I would not Ike to give any power to Government m the 
ease of any business concerned 

2766 Therefore, you piaet’cally withdraw the suggestion you. 

made befoie that the selection of auditois be made fiom the 

list prepared by Government Is it not 9 — If Government aie 

assisted m piepanng the list of auditors by the non-official membeis, I 
have no object on But I do not want it made b\ the executive officers 

2767 Sir Hugh Codec Would you suggest that these auditors should 
he split up into two classes? — -No, a particular auditors ' firm should he re- 
commended and selected 

2768 Wlrethei an auditoi is qualified oi not, if he is ncluded m the 
list of selection bv Government, would you object to it? — No, I have no 
objeefc-on it such a list is prepaicd with the consultation of non-official 
membeis 

2769 8n Purshotamdas Thahurdas You know what is knowm as out- 
side audit that as earned out m Government departments In the case of 
municipalities, Improvement Trust, etc , we have got this outside autht, 
and I know that you have a high opinion about this outside audit Do 
you think, in view of the frauds which arc taking place n various banking 
institutions, >t will inspire gieater confidence if Government employ an 
outs de audit organisation to audit banking accounts at its convenience and 
chaige a fee 9 — I think I should approve of that suggestion 

2770 The auditors aie of good standing and there is nobody who can 
challenge then statement Dealing in mind the fact that according to the 
present audit the managing d rectors have succeeded m keeping back essen- 
tial particulars or details from the auditors’ knowledge, do you think that 
the employment of the audit organization, as I have suggested, will be a 
hamheap oi will it be an advantage to the institution 9 — No, it will be 
rather advantageous That suggestion did nob occur to me m the first 
instance 

2771 I want to make it quite clear This audit organization will he 
employed by wlr ch means auditors will be entitled to go to a hank and 
ask for bank’s books for examination and Government will charge some 
fee foi this w'ork It is just as we have been doing m municipalities, 
Poit Tiust, Improvement Tiust It cannot do any barm? — No 

2772 Mr Bamadas Pantuhi Do you tlrmlc that the investing public in 
this country know the responsibility of an auditor’ In other countries an 
auditor is responsible for any losses to the investors, if they me due to gross 
negligence of the auditor Do you think the investing public m India are 
quite alive to then rights in this connection?— Yes, they have become 
alive to this question now Of course, they were not m the past 

2773 Do you think there is a cleai law' about the responsibility of audi- 
tors and if not, do you rely on the English law'? — No 
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2774 Do you think theie should be any law m this countiy about the 
v N responsibility of auditors? — Theic is a section to th s effect in the Indian 

"Companies’ Act 

2775 In spite of this aie theie not cases m which auditors weie made 
liable for bad audit? — Yes 

2776 I think theie weie cases m Bombay? — Yes 

2777 Sn Puishotamdas told you about the audit organization of Gov- 
ernment and he said that Government would not take any legal or moral 
responsibility on them It that is so, do %ou thmk th s will mspne confi- 
dence an public? — I thmk the me of this outside agency will be very 
lare, it ’s not necessarv to have it 

2778 Sir Purshotamdas Thahurdas No, I said that outside auditors 
might go and inspect a bank s books v lienevei the\ w anted 0 — I under- 
stood that it, would be employed whcnevei an occasion aiose 

2779 Such an occasion will anse w'hen the mischief is done The 
whole idea is to avoid such mischief being done and m Older to effect this 
it is intended to hate an additional audit by an auditor independent of 
Government These outside auditors w ill be entitled to audit the hooka 
of the banks If that is done, you have no objection Have you? — Will 
thev examine the books of the exchange banks also or only the Indian 
banks ? 

2780 Suppose it s foi all the banks, then hare vou any objection? — 
No, if it is intended for all the banks including the exchange banks 

2781 Mr Bcnnada s Pantulu Will theie not be any dangei that the 
Indian banks may suffei fiom owung to the fact that some facilities in 
respect of audit ate gnen to an European auditor interested m some 
.foieigu bank? — How long will Europeans have such influence m this 
country ? 

2782 As long as thev have such influence? — I think then time is 
coming to an end Those days have gone and better days wall come for 
us 

27S3 Sn Hugh Code You say that such an audit should be piovided 
foi all the banks Is it not? — Yes 

2784 Chanman Your Chamber suggest that foieign banks should 
be mquned to take out a licence foi bemg allowed to do business in this 
countiy and you also piopose certain restrictions to be placed on these 
banks Have vou considered wdrat the effect of these proposals would be 
on the facilities now*- available for financing the foie’gn tiade of India? — 
We do not reallv understand how the foreign trade is at all helped by these 
Exchange Banks Is it bv purchasing our bills of lading when the 
goods aie already on board the steamei that thev are financing our 
exports ? 

2785 If I mav say =o theie are two sides to the transaction that 
you are referring to They not only finance the importing merchants 
abroad but they also help our exporters m this country at least to some 
extent, even according to vou? — The Exchange Banks m this country 
operate only for the benefit of their own Nationals who have trading rela- 
tions with our country 

2786 Mv point is this Tbe Exchange Banks* are at present financ- 
ing the export and import trade of our country to some extent If you 
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■want to get rid of them, will tlieie not be some diminution, 
in the facilities that aie now available to tbe country ?— (Mi 
Lalp Nara np) The facilities aie to be valued not .a 
money alone but m the general interests of the c juntiy I vail 
put before you one conciete instance of how the Exchange Banks aie 
financing the foreign tiade of this countiy This is an incident which 
happened recently and this was decided by the Madras H gh Court 
One of my relatives is a piecegoods meichant m Madras He wanted 
to ha%e dealings wuth a Japanese film and pui chase goods worth over a 
Ja ldi of mpees Ho opened a confirmed cicclit with the Yokohama 
Specie Bank The bank said that they bad very good leports about the 
standing of tlie firm but tbens being the fiist transaction they w anted that 
Bs 30 thousand should be deposited He agieed The goods were 
oideied but they unved late He said that since tbe goods air ved late 
he could not take delivery The bank sard that since he h»d paid Mr the 
same, he must take delivery ot the same He filed a suit m the H gh. 
Couit m connection with this transaction asking that lus monev might 
he letumed The Bank m the meant me filed a counter claim for 
Bs 30,000 and odd towards the balance due on the sale pr ce of the lm 
ported goods In the case of the first suit the Court decieed at m favour 
ot the pla ntift and this was combined oi> appeal cn the ground that since 
the goods d’d not arrive an time he could not be foiced to take delivery of 
the same This decision was amved at aftei 9 months Later, the 
Bank rvas advised to withdraw then suit which w r ns done The Indian 
merchant also got a decree agamst the Japanese film, while the Yoke 
hama Specie Bank was found quite willing to help the foreign firm In 
get payment Mr the goods which the consignee was not bound to take 
the same bank uas found unwilling to help the Indian Earn to get satis 
fact on for its dcciee agamst the Japanese finn although the latter’s 
agent came to Ind,ia and the Bank could have helped the Indian firm by 
helpful intervention if it had cared to do so What I am driving at is 
onlv to show that these foreign exchange banks working m this country look 
to the mteiests of then own Nationals onlv That is the position ’so 
far as the importing tiade is concerned Now, takng the case of the 
expoit tiade, I might say that these banks aie htciallv foicmg these 
Indian expoiteis to msuie then goods with the foreign insurance com- 
panies I shall refer to a conciete case here as w'ell Messis Curinn- 
bhov and Sons, one of the leading firms of this country, used to insure 
then export s with the Vulcan Insuiance Companv In this ease the ex- 
change Bank concerned was the Llovds Bank They said that tliev 
would place a limit of Bs 4 lakhs ns the maximum amount wdnch could 
he nsured with the Vulcan Insurance Companv, because it was an 
Indian concern In the same way I can give sou several instances winch 
have come to mv knowledge T might snv H it I knoiv that even the 
firm of the Vice-Chairman of voui Committee w^as not permitted to 
msuie their goods wuth an Ind an Insuiance company Now, when the 
evrhange banks behave like this, will any Indian much less your good- 
self, ever recommend that these Exchange Banks should operate m 
this country and snv they are doing bus ness for the good of fins count? v 9 
The method of dealings of these exchange hanks with Indians m tins 
country is worse than the worst bureaucrat’s In the matter of expoi ts 
of our produce, the poor sowcars m our country are financing tbe move- 
ment of ci ops and it is onlv m the very last sta^e that the exchange 
banks come m Do you call it the financing of foreign trade? They 
nre sunplv taking away Bs 89 crores of Indian deposits and are utibcmsr 
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them to suit theu own ends If restrictions are placed on then opera- 
tions m this country, oui country wrll not suffer in any way The 89 
■croies of lupees will be back again m the hands of our countrymen and 
the Reserve Bank 01 the Imperial Bank will be fiee then to finance the 
foreign tiade of oui country It is only a bogey, which is generally heard, 
■“who will do the exchange business if the foreign exchange banks go out 
ot oui countiy?’ Just imagine how they are treating oui own countiymen. 
They do not give a footing even to one Indian m then officer’s giade, 
not even Mt Pochkhanawala who was m the Chartered Bank for some 
time India has been liteially tied down by foreign exploitation thiough 
the thiee gieatest links of tiade and commerce, namely, Banking, In- 
surance and Shipping Unless you take away at least one link fiom 
this chain there is not going to be any salvation foi India Unless a 
man is himself m business, he does not really know how it pinches 
That is why we have suggested that their operations should be restrict- 
ed m this countiy and that they should be asked to take out a licence 
I am only developing the pnnciple and it is for the Committee to amve 
at detailed conclusions We have to devise ways and means as to how 
we are to get our ideal Theie is no use forming enquiry committees 
and commissions to enable Government to shelve then recommenda- 
tions if not to theu liking It must be made plain to these exchange 
banks that they have no right to function in this country unless and 
until they adhere to oui conditions and other stipulations not of the pre- 
sent British Government but of the Indian Government that will 
■come into bemg very soon They have for over 35 yeais now literally 
-drained our 'country to meet their own selfish ends and those of their 
Nakonals Even though you are able to solve the difficulty of Indian 
banking, the shipping and msuianee business will still remain to he 
mostly controlled by foreigners 

2787 Ghauman Eor my own part, I am much obliged to you for 
this full exposition of the difficulties ansmg out of the piesenfc situation 
with regai d to the working of the foieign exchange banks Am I to under- 
stand that you would lathei put up with the temporary disability that 
might be occasioned by the foreign exchange banks ceasing to function 
m this country (if they so desired) until the gap was filled by Indian 
agencies including the Imperial Bank? — We do not think that theie will 
be any disability at all, because the huge amounts of deposits that these 
exchange banks attiact at present will be available for that purpose m 
Indian hands 

2788 I agree that Rs 89 croies which aie now jn the hands of the 
foreign exchange banks will be available, but you agiee that a machinery 
to utilise the same will have to be found out to pioperly utilise the 
same foi the financing of India’s foreign trade In fact, one of your col- 
leagues m another capacity as a banker of considerable experience m 
giving evidence before us told us that the difficulties in the way of Indian 
joint stock banks doing foreign exchange business cannot be removed b,v 
Government intei fetence or legislation, but can only be solved with the 
co-operation of the foreign exchange banks I am prepared to admit 
that the present arrangements for the financing of foreign trade result in 
a considerable amount of disabilities on the Indian exporter and importer. 
That is, however, a matter for separate consideration But from the 
banking point of view, we have to face facts as they are I find that 

vol. m 


V 



306 


youi pioposal is to place some lestnetions on the opeiations of these ex- 
change banks Peihaps, this may be a desuable pioposal which I am 
not discussing at present, but the effect may be that the foreign exchange 
hanks may refuse to operate undei such conditions and may decide to- 
withdraw then banking opeiations from this countiy, winch will imme- 
diately cieate a hiatus It is possible that you might say that ive must 
put up with the mconvemence foi some time until India builds up her 
own machinery foi the financing of hei foieign tiade May 1 know 
wdietkei this is youi attitude ? — That position has not been fully consi- 
dered by the Chambei, but I (Mi Laljee rSFaiam]?) can tell you my own 
view I do not agiee with what you say that these exchange banks will 
withdiaw fiom this countiy if some lestnetions aie placed on them, be- 
cause tlieie is such a keen competit on in the business You know busi- 
nessmen aie not at all sentimental My pioposal is, we aie restricting 
then opeiations not because thev aie non-Indians but because we w r ant 
to have a very fan competition But, as vou say, if thev decide to w-ith- 
diaw liom tins eountiv India would certainly be piepaied to sacufice 
hei anteiests tempoiarily 

2789 So is it youi intention not to make the lestnetions veiy ligid 0 

— Yes Tlieie is anothei point Prom my latest expenenee I find that 

Euiopeans generally have now’ begun to lealise that they do not w T ant to 
rule India now but only w’ant to tiade with hei as m the, past 

2790 I am sony to mteirupt you At the picsent moment I am 

think- ng only of banking and not anything else Do you not think that 
if the foreign exchange banks decide to withdraw’ fiom this countiy , our 
law pioduce will rot? — Certainly not Theie is at piesent a good deal 
of competition between the different countres of the world so that, every- 
bodv wants to pui chase Indian iaw’ materials Mv point i c that we do 
not want these exchange banks to help our export trade with our own 
money 

2791 Sir PuTshotamdas Tlialturdas You gave us certain details re- 
garding the business of some of youi lelatives m Madias Where can 
the Committee get fuller information? — I will send it 

Then kindly let us have the suit numbei and the copy of the affida- 
vit or complaint — I will give vou all that information 

2792 Chairman There is another point which arose out of the dis- 

cussion You said that nothing could be expected undei the existing form 
of Government Then does it follow that nothing ought to be done, 
until there is a change m Government on the lines which you envisage?, 
• — I simply mentioned that as a possible difficulty j 

2793 Mr Khaitan Are you not aware that m Calcutta, there are ' 
some buyers wdo manage to pay money m India, foi instance, Berms 
Brothers Balh Brotheis and Volkart Biothers are other instances of 
firms which do not use exchange banks much for their import and ex- 
poit opeiations Do you not think that foreign buyers, would make their* 
own arrangements if the exchange banks refused to opeiate m India? 
— Certainly 

2794 Chairman You say, that the authonty to issue, lenew oi cancel* 
licenses should be vested m tbe Standing Pmanee Committee of the Gov- 
ernment of India (a) Aie you referring to tbe Standing Pmanee Committee 
appointed by the Government of India from among the members of the 
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Legislative Assembly ? (6) Are you aware that the functions of this body 
are & purely advisory? (c) Are you also aware that the composition of this 
Committee is liable to be changed every year? — The constitution of the 
body we piopose v ill. have to be settled hereafter 

2795 [You have suggested revised forms 'F' and ‘G-’ m your memo- 
randum Is it your intention that these forms should apply both to Indian 
joint stock banks and foreign Exchange banks? — Yes 

2796 It has been suggested to us that form ‘F’ might be amended as 
shown m the c^py vhich has been handed to you "Will you loudly give 
you views on the amendment suggested in the form? If you are not m a 
position to tell me now, that is, if it is necessary for you to consult your 
Committee, I should be quite glad to have your written answer later on. 
You have suggested ceitarn amendments m the form which at present 
exists in the Indian Companies’ Act The difference between your form 
and (lie statutory form is a matter of detail Now we have already 
leeeivtd a foim from the Institute of Accountants which is different from 
the form which von suggest The difference is merely with regard to bad 
debts 

2797 So you still adhere to your form? You still think that it will 
be adequate to meet all requirements? — Yes Out pomt is why should 
any distinction be made m the ease of Ind’a, when the rest of the world 
follows the form we have recommended? 

I have not much experience of that myself, perhaps Sir Hugh Cocke 
will pursue the inattei at greater length 

2798 Chairman You suggest that a bank should not be allowed to 

start business unless 25 per cent of its subscribed capital has been paid 
up Do 'vou not consider it desnable to prescribe a minimum paid up 
capital in substitution of or m addition to the percentage limrt of paid np 
capital suggested by you ? — We have suggested about a lakh of lupees, 
not less than a lakh ’ 

2799 Or not less than 25 per cenn , whichever is higher? — No, not> 
less than 25 per cent 

2800 It has be en suggested to us that the certificate given by auditors 
should be more explicit as regards debts considered doubtful, the true 
markel value of securities and the proper valuation of investments at the 
late of audit Do you see any objection to this pioposal? — I should like 
o know what exactly is meant by the words “moie explicit”. What is 
itended by these words? 

(Here, the Chairman handed to the witnesses a written statement sub- 
utted by another "witness who made the following 'observations) • — 

i* "Auditors’ Beport to the Members of the Barclay’s Bank, L imi ted. 

We have compared the above balance sheet with the balances on the 
books at the Hoad Office, and with the' detailed returns from the Branches. 
We have verified the cash with the Bank of England the cash and Bills 
at the Head Office the investments of the bank and the securities held 
against money at Gall and short Notice We ‘have obtained all the infor- 
mation and explanations we have required, and we are of the opinion that 
he above balance sheet is properly drawn up so as to exhibit a true and 
1 °riec^‘ view of the State of the bank’s affairs according to the best of our 
\ information and explanations given to ns and as sliown by the books and 
* returns of the batik” 

v 2 
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2801 Chairman, Should you prefei to give a written opinion after 
mature consideration I will ask Secretaiy to send you the question and 
get a written answer from ydur Chamber — All right 

Sir Hugh Cocke I think, Sir, the whole difference is that the English 
certificate gives full details, while the Indian certificate does not 

2802 Chairman Your Committee have expiessed then opinion that 
banks should be protected against unjust attacks on their stability and 
suggest that betote proceedings are instituted against a bank, the com- 
plainant bhould obtain a certificate from the Advocate General On the 
other hand it has been stated by several witnesses, individuals &b well as 
associations, that the best insurance against damaging criticism lies m 
a sound position and that they would therefore depiecate any interference 
by legislation in such matters othei than that provided by the existing 
law It has also been represented that m some cases where prosecutions 
have taken place many important facts have been brought to hght "Will 
you favour us with your views on this aspect of the question? — Generally 
speakmg, Sir, those who do hanking business do not like at all that any 
publicity should be given with regard to doubtful affairs In their opinion, 
it is very haimful I will give an instance Some time ago there was 
some panic m the sugai market, only one firm failed But because the 
market was going down, not only the Imperial Bank hut all the banks 
stopped doing business with the whole of the sugar market 

I am here concerned with banks only? — Yes, Sn, I am coming to that 
aspect I think any publicity without due enie is injurious not only to 
the particular bank concerned hut also to the entire meieauule community 
which may be depending on that bank A sort of panic spreads as a 
result of false rumours which is very harmful In Scotland there is a rule 
laying down that such complaints are fii-t to go to the Advocate General 
Another thing which not infrequently happens m India is that if a party 
is displeased with the whole Board, he will set up certain shareholders 
against the bank Out of rivalry or malice they do things which are 
extremely harmful to the whole bank Our point is that these things 
should not be encouraged If an authority like the Advocate General m 
Scotland is provided, it will be very beneficial We believe that that 
Advocate General will be very careful particularly where banking interests 
i-re concerned Wo are further of opinion that the case should be con- 
ducted in camera It is dangerous to drag big concerns to court on small 
pietexts or very flimsy charges 

2808 So you still adhere to your recommendation? — Yes We recom- 

mend that the case should be conducted m camera 

2804 You slate that the local Indian banks have been recently en- 
couraging youngmea trained in local colleges to pin their staff with a 
view to obtaining practical training Wdl vou kindly tell the Committee 
whether this training is confined to persons whom the banks proposed to 
take on their establishments or is it merely to enable them to sit fot 
hanking examinations?— -For both the purposes. 

2805 Will you kindly name for our information one or two banks which 
-enable candidates to sit for banking examinations? — The Central Bank 
-does it 

2808 That is probably the only bank whieli doeB, it — I remember that) 

recommended a man to the Imperial Bank three years ago and they' 

gave him a chanc9 to etudv ^ 

•/ 
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2807 Will Mr Pochkhanawala, who is here, kindly say whether he 
provides such facilities for candidates, and whether it is the practice of 
the Central Bank to take on youths and allow them facilities to get through 
their banking examinations even though the Central Bank may not after- 
wards be able to absoib them in their own organisation? — Yes 

2808 You state that there is no co-operation between indigenous pint 
stock banks and other banks m India Can you tell the Committee why 
there is no co-operation and what can be done to secure such co-opera- 
tion 9 — It is a very difficult question, Sir, to answer I am not sure 
whether it will not again drag us into polities 

2S09 Let us ti y to eschew polities — There is no co-operation between 
the pint stock banks and the other banks, there cannot be, because of 
the dual interests everywhere The clash is due to unavoidable circum- 
stauces 

2830 Is it the same reason which stands in the way of co-operation 
between the Imperial Bank which, I take it you will recognise, is really 
an Indian joint stock bank and other joint stock banks or is it because of 
the ngid lules under winch the Imperial Bank has to act 9 — The consti- 
tution of the Imperial Bank is such that even the Imperial Bank is not 
in a position to help the other Indian joint stock banks 

?S11 Aie you referring to the legal constitution 9 — Yes ' 

2812 In juisv ei to question 8 of the same Section you state that the 
principal reason why more capital is not invested in the expansion of the 
existing banks or the establishment of new banks is the want of adequate 
suppoifc by legislation against the flimsy and malicious attacks which 
are sometimes launched against banks Can you tell the Committee whe- 
ther these flimsy and malicious attacks have been of common occurrence 
or they have been only a special featuie of lecent yeais and only confined 
to one Dank 9 — This Das been a feature only of recent years To give you 
an instance only yesteiday a bank employee (of the Bank of India) bought 
certain foreign goods from the cloth market, sc the name of the bank 
is put on the list of institutions to be raided 

2S13 Can that be stopped by legislation 9 — Legislation will never stop it. 

, 2814 Mr Manu Subedar Mi Naiamjee, what else will stop it? 
(Laughtei ) 

2815 You lefei to the benefit of free Government balances which the 
Imperial Bank enjcvs Aie you aivaie of the seivices it rendeis m ietum 9 
1 — I have not got figures with me to indicate the amount of advantage 
accruing to the Imperial Bank But if they are receiving from the public 
as well as fiom Government nearly 25 cioreB, we do not think they are 
at any particular d sadvantage 

2816 I am referring; only to the benefit of fiee Government balances. 
Let us confine ourselves to that Can you say whether the information 
m voui possession leads you to the conclusion that the concessions which 
the Imperial Bank leceives from Government are not counterbalanced by 
services which it renders m return to Government 9 — The services render- 
ed bear a very little proportion to the advantages received 

2S17 Has youi Chamber ever tried to anahse the situation? — Yes, Sir, 
we have, and our analysis leads us to the conclusion that Government are 
getting very little compensation for the great advantages it has been giving 
to the Imperial Bank Moreover, the Imperial Bank does not keep only 
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Government balances free of charge, under the Act certain balances are 
hound to be kept with the Imperial Bank such as Chanty balances or 
Trust moneys Thece cannot be termed Government balances They 
are a source of considerable income to the Impenal Bank and the service 
ulnch thev iendf m letum is comparative fai less 

2818 But youi Chamber nevei tned to assess it m lupees, annas and 
p ies 9 — No, we never tried that 

2819 Mr Dcvadhcii I should like to know, what is exactly intended 
to be seemed by ycui Chamber’s efforts towards the revival of the Shroff 
svstem in the interests of the agriculturists? — Let me make a distinction, 
the snroff should not be taken as a shioff alone, the sowcais m villages 
and towns may also be shroffs 

2820 You intend thereby to secure better service to agriculturists ? — 
That is so 

2621 Will you please give us the vary me lates of interest that are 
generally charged to the agriculturists by these small moneylenders? — 
"From 12 to 25 per cent 

2822 You claim in your memorandum that the Shroff system would 
be the quickest as welt as the most ccononue method of developing bank- 
ing in the country ? — Yes 

2823 But do you know that the rates of interest charged by co-opera- 
tive institutions are smaller than those charged bv the moneylenders ? — 
I agree, but the difficulty is in regard to the forms and procedure of going 
to the co-operative bank which is not understood by the illiterate man 

2824 You mean it is not the quickest? — and not even the safest because 
you have certain lestnctions, e q , the audit svstem and other procedure 
which may not be convenient 

2825 You think it w not necessan ? — It s necessarv Thoic is an 
advantage m the late of interest, but if oi e gees for assistance to the co- 
opeiative bank, he has to pass through certain procedure 

2826 You mean to say it is not as quick as is claimed in the case of 
the Shioff system? — and not suitable to the agriculturist 

2827 With the spiead of education and better understanding of the 
difteient piocesses it can be done? — It is a very big ‘if’ When are Gov- 
ernment going to spaie money foi education? I do not want to bring in 
Government, but I v ant to say there is no monev at present 

2828 Your Chamber is in favour of licensed warehouses being opened 
and opei afed upon Would sou hare an\ objection to such business being 
managed co opeiatcvelj with some help by a Government Department? — 
I have no objection 

2829 In answer to Q 8 of the Piowncial Committee sou complain of 
haiassmg and dishonest tactics practised by some tiadeis b\ shelteung 
ihemselves as egwculhinsts and by taking advantage of the Deccan Agri- 
culturists Belief Act and ultimately propose that it should be repealed or 
modified with regard to certain sections Con you g’ve us some idea of 
the sections which you would like to oe modified? — I cannot refer to the 
particular sections T think you will agree that there are certain people 
v io are not tiue agriculturists, but they take the advantage of being agri- 
culturists and evade then other civil liabilities m othei trades If a man 
is doing cotton cosiness and if there is a decree against him, he may havo 
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propei ties whim you cannot execute under the Deccan Agriculturists’ 
“Relief Act 

2830 Wliat is the unwillingness on the part of the shioffs to adopt the 
•cheque system due to? — You must imagine the small amounts of money 
-they have to handle Barring certain towns, they deal hardly in amounts 
laigei than Rs 20 01 30 and thev prefei to keep it m cash 

2831 Can it be attributed to his not being m full sympathy with the 
principles ot modem banking’ — When he has nothing to eat, how can 
we speak of modem banking? 

' 2832 We oie talking about banking education being promoted vigorous- 
ly Do vou think a man of status (n it a small sin off) would be willing 
to employ these men when they are properly trained as bankers? — But 
they take the tiammg themselves 

2838 Would you practise the same old methods or come into line with 
the modem advance which the science of banking is making 9 — The staff 
must be warned 

2S34 Mi Bamdas Pantulu Do you think that where co-opeiative 
banks do exist and woik well they can be used as media for financing agri- 
culturists by the joint stock banks? — Yes, they can be 

2835 You said that eo-opeiative banks could not lend as easily as 
the moneylender and that the formalities in the case of the moneylender 
aie few so as to make money available easily and piomptly to agucul- 
tunsts You think that business can be done by money-lendeis bettei 9 — It 
is not only formalities, but finance Co-opeiative banks can go to a ceitam 
extent, they have to piovide and guard themselves against certain rnles 
Tne shroff or sowcar has only to guard against surh exigencies as he thinks 
foi himself with his limited means and he takes risks which co-operative 
banks mav not lake That is why the shioft can be a better agency 

2836 The shioff oi moneylendei finances the agiicultunst without due 
regard to the agriculturist’s own benefit, e g , whether the money is re- 
quired for productive puiposes or not, whether it is really wanted or not, 
he lends money piovided he has seeuntv But a co-opeiative bank is 
expected to look into the policy and see that the money is leally wanted. 
In eieiy way 1 1 benefits the co-operatoi therefore it is a bettei agency 
than the moneylender While the lending b\ the moneylender has uuned 
the agriculturist, the moneylending through the co operative agency has 
been to the economic benefit of the ryot What do you say to this 9 — I 
think it is technically and theoretically quite right, but if we look at it 
from the piactical point of view, human natuie is human nature after all 
The agncultunst may have his limited place It may not be for the pro- 
duction of crops, but he wants ceitam things for which if he is not given 
facilities he runs into debt 

2837 With regaid to the difficulty m obtaining finance, I shall tell 
vou mv experience as a co-operator In every province arrangements are 
now made to finance agriculturists promptly by introducing the system of 
forecasting the requirements of a village The village society then applies 
to the central bank for the money required for the whole of the village 
Then th,e central bank takes a cash credit for the entire requirements and 
under this arrangement it does not take more than three days for any 
rnembei to get money from the central bank If the payment is made so 
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promptly as in 3 4 days, do you still think theie are difficulties 0 — I da 

not follow the question exactly Do you wish to advance on raw pro- 
ducts before they are marketed? 

2838 Our finance is both post-productive and pre-productive For 
purposes of agriculture we give finance upon the security of properties and 
also of sureties One member can stand surety for another If there are 
50 members m a village, each of them can be a surety for another Hither- 
to y ou are right m saying that a man normally used to take 3 to 4 months 
to get what he wanted But now under the anangement I have described 
above, viz , by the society forecasting the reqmrements of the whole 
village for a vear we have facilitated the financing of money by making it 
avadable readily It is only operating partially, as the difficulty you 
mentioned does exist in many places But supposing you were able to 
obtain money promptly and adequately, do you not think it is a better 
system ? — A usk is mn with a fall m puces Suppose cotton was 300, 
when A has gone to 200, you hold the cotton on behalf of the agriculturist 
in spite of the fall of Bs 100, or you provide that you sell it any time you 
like ' 

With legaid to the co-opeiative arrangements, we are only doing com- 
mission business The agriculturist suffers the loss? — The sowcar only 
locks to the market and adjusts himself, while the co operative bank looks 
to its own liability If does not want to do anything with unlimited 
habilitv as the sowcai does That is whv it i s preferable to the agricul- 
turist from his point of view 

2S‘39 You say that the advantage is that the sow- car takes more risks? 

* — -Yes 

2840 Do you think it is beneficial in the mteiests of the lyot himself 
to borrow largely? — The needs of the Indian agncultunst aie veiy little 
He may incur a debt of Bs 10 or so , his condition is such that I do not 
think he will bonow on a large scale 

2841 Supposing in a particular locality there was no branchy of the 
Impel ial Bank cr of a joint stock bank, but there w r as a co-operative cen- 
tral bank, would you w'ant the agency of a shroff even there? — I would not, 
if the co-operative agency can meet the w r anis of the ryot 

2842 Is there a gieat deal of objection to co-operative banks discount- 
ing liundis 9 To a small extent it is done in Bombay and Madras by pro- 
vincial banks — These questions aie hypothetical Up to the piesent 
moment the working of the co-operative banks is not very encouraging; 
that is wffiy my Chamber has not been supporting their operations As 
you say, there have been many improvements lately, it may be that this 
machine may work well It depends upon fko education of the people 

2843 Their business methods will improve as education becomes more 
widespread? — Yes 

2844 With legard to debentuies of industrial banks, do you think that 
if Government guarantee interest, the debentures will become more 
popular in the market than otherwise ? — It cannot be said, it may be the 
ease 

2845 At present, are long-term debentures popular m the market? — 
Not very popu'ar Looking to the present policy of Government, how can 
anvbody like to have debentures in pieference tc treasury bills? Why 
should a man go for leng-term loans when he can get 6 per cent easily- 
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2846 Joint Stock Banks aie not quite ready to advance against such 
debentures? — Certainly they want to keep thar position as liquid as pos- 
sible 

2847 With regfud to the question of legal protection, I want to tell 
iou exactly what the position is |You said you would be satisfied if the 
enquuy is held w camera As a mattei of fact, undei the Criminal Pro- 
cedure Code, the magistrate has the discretion not to issue processes at 
once, but to make a pielimmaiy enquiry oi investigation either thiough 
a police officei or a subordinate magistrate The words used in the sec- 
tion are ‘investigation or enquiry’ and they are necessarily not public The 
tnal is public but the investigation or enquuy should be confidential and 
he has the discretion to hold it in camera Are }ou satisfied with this 
discretion or do you want to take away this discretion and make it obliga- 
tors on the magjstiale to proceed m a particular manner? — I would like to 
fake nwav the discretion and I would suggest that it should be obligatory. 

2S48 There may be delay m launching prosecution and theie may he 
many cases In winch the magistrate may want to take prompt action to 
see that the defaulting bank does not tamper with public funds The 
monei mnv disappear, the man might bolt the secunties may disappear if 
immediate steps are not taken which can only be done by a magistrate 
m his judicial capacity Therefore if /on take away his discretion, there 
may be great hardship resulting to the public — Legal brains can find out 
some method for expediting matters Fiom our experience of the past 
wc can only say that no such complaints have been made 

2849 You arc thinking of particulai classes of offences arising out of 
balance sheets, etc , and some ofiences under the Indian Companies’ Act 
You are not thinking of eases of embezzlement, misappropriation oi 
frauds 0 — No they can be dealt with under the ordinal y law 

2850 So vou want to confine your statement to a particular class of 
offences more oi less of a technical character — Yes, not of a criminal 
chaiacter 

2551 Mi Shanmiikham Chctty In your memorandum you have drawoi 
the attention of the Committee to what you call four cardinal principles 
and the third of lhe c e is that indigenous msuiance business should be 
developed and r-ncouraged as much as possible Do you consider insurance 
is absolutely connected with banking? — Yes 

2552 That is to say, jou considei that insurance is h form of mobilising 
the savings of the people’ — Certainly it is 

2853 It is fiom that point of view theiefore that insurance business 
must form an essentia 1 part of the banking coDcem of a country? — I have 
referred to this question very lengthily in my speech at the Federation at 
which the Chairman and Sir George Kainy were present If you would 
like me to send vou a copy of that speech, I shall do so India has not 
been able to mobilise capital as other countries have been through their 
own agencies of insurance 

2854 With legard to the relation between fire insurance and banking 
concerns, you said that certain hanks for instance insist that fire insurance 
must be effected through a particular fire insurance company? — Yes 

2855 Is it vour experience that even the Imperial Bank insists on any 
such condition’ — No The Imperial Bank has not only taken the agencies 
of Indian insurance companies, but now the\ ha<« been trying to meet 
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Indian insuianc^ companies as fai as possible* I can give you. my own 
experience I stalled my msuiance company m 1918 When Sn Naieot 
Wanen letned two yeais back, we weie •successful m explaining to him 
aftei putting all our caids on the table and showing how we were working 
oji limits, om retentions, oui securities, etc We have been able to con- 
v.nce the Imperial Bank to such extent that they aie now helping the 
Indian msuiance companies They hare gone so fai os to have accepted 
also c ur agency m Madras 

2856 So the Impenal Bank is now encouraging Indian msuiance com 
pames — I vould suggest that it is the duty of the Impenal Bank to become 
agents of Indian msuiance companies They should not become agents 
•of foieign msuiance companies just as foieign banks aie not agents of 
Indian insurance companies 

2857 So you think that some piovision ought to be made by which 
the Impenal Bank ought to be compelled to take up the insurance of only 
Indian msuiance companies’ — Yes and thereby assist in mobilising capital 
m India You will see that eveiy year we aie exporting capital in' the 
foim of msuiance to the extent of neaily 2 to 3 eioies instead of encouraging 
the giowtb of Indian insurance companies 

2858 Have a ou come acioss cases m which bank managers and bank 
agents aie acting m then peisonal capacity as sub-agents of msuiance com- 
panies’ — Yes even the Impenal Bank’s agents are now agents of foieign 
msuiance companies 

2859 Is that piactice still continuing m the Impenal Bank’ — It is m 
•certain places 

2860 Where such piactice exists and wheie the agent of the Impenal 
Bank happens to be a sub-agent of a foieign insurance company, be 
natuiallj tnes to force the borrowei to effect the msuiance’ — It is 
voluntary 

2861 Sir Puishotamdas Thalcvid.cn You aie taking it foi gianted that 
the commission goes to him’ — I 'am not taking it for gianted, that is my 
practical expenence 

2862 Otherwise, the officei in chaige does not benefit? — The officer-in- 
chaige does benefit If you will see the balance sheets of insurance com- 
panies, you will find that what aie shown as expenses are discounts and 
extia management expenses The latter go as extia remuneration 

2863 Illicitly’ — Whatevei you may call it 

2864 Mi Shanmukham Chetty Theiefoie, wheie the bank agent 
happens m his peisonal capacity to be a sub-agent of an msuiance com- 
pany, even without his piomptmg the bonower, just to please the agent 
and get facilities, he effects the insurance thiough that particular com- 
pany’ — Yes 

2865 You think, theiefore, that it is very essential that banks must 
have a ieiy stuct lule that then agents and manageis should not he 
dneetly concerned with insurance companies’ — If they aie concerned at 
all, it should be with Indian Insuiance companies only In foieign 
countnes banks and msuiance edmpames woik hand m hand, it is absolute- 
ly essential You will never find a bank without an insurance agency 

2866 I heaid that some time back the Imperial Bank made a rule '•hat 
•any commission obtained thiough the agencj of an insurance company 
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must be ciedifced to the bank’s account — But that rule lefeis to the 
scheduled discount Theie aie things over and above the scheduled dis- 
count, e g , leimuneration pei month, remuneration for assessing claims, 
etc . which you cannot deny These are all trade secrets, but they are 
open seciets 

2867 Therefore, the leal object of that rule of the Impenal Bank is 
being evaded by this seeiet commission 01 whatevei you may call which 
the agents still continue to get? — Yes 

2868 And you think the agents of the Impenal Bank still continue to 
get what you call this illicit commission? — I know they aie getting it 

2869 Mi Lam on d Can you give us an instance 0 — I would not like to 
name any instance dueetly, though I know that it is taking place 

2870 You aie making a definite statement which is against one of the 
rules of the Bank You can give us the information at least con- 
fidentially? — I am sony I cannot give the mfoimation 

2871 Mi Manu Subeaai Could you give a case without mentioning 
the name of the place oi the name of the “man concerned? — That does not 
help the Committee 

Chan man Eithei the Committee has to accept the statement to a do 
by the witness oi not Tne witness lefused to disclose even confidentially 
the details of the allegation winch he has made The Committee legiet 
they aie unable to puisue the mattei 

2872 Mi Shanmuhham Chetty Speaking about the industrial bank, 
you say that it is not intended that the Corporation should find the %vhole 
finance foi eithei fixed capital expenditure or for woikmg capital, nor 
that it should finance mdustnes such as the cotton textile and the jute 
industry which aie already existing m the country You mean to say that 
it must be made a principle of the working of this industrial corporation 
that it should not finance well established mdustnes — The suggestion is 
that all industries should be encouiaged, whethei new oi old 

2873 Mi Chetty Do you not think that m certain cases it is veiy 
important from the national point of new to make the existing national 
mdustnes live and not to allow 7 them to die ? — Yes 

2874 Would theie be a bar to the old mdustnes aceoidmg to vour 
statement m the memorandum ? — No 

2875 If that is so, youi statement is to be taken as modified? — No, 
it should not be 

2876 You suggest m youi me'morandum that moie encouiagcment 
should be given to the new mdustnes? — Yes, but I have also suggested 
that an advancement should be made m the old mdustnes also 

Sir Hugh Code In the next sentence they say so 

2877 Mr Khaitan The Chairman asked you seveial questions about 
your recommendation that foieign hanks should be converted into com- 
panies with rupee capital with majonty of Indian directors You gave 
seveial leasons foi this view Was there any particular case m your mind? 
Is your recommendation also intended for the security of Indian depositors? 
Take an instance of the Bank of Taiwan which failed 'Vs there was no 
regulation pievalent m India the Bank of Taiwan removed all its lesourees 
to Japan In such a case the Indian depositors would not be able to get 
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anything Was that case m youi mind 9 — Protection to Indian depositors- 
is one of my leasons 

2878 Do you think that the Indian depositois can be pioperly piotected 
if the foreign banks that want to operate m India would legister themselves 
as an Indian Company 9 — Yes 

2879 Do you sav that such a bank would come undei the Indian Com- 
panies’ Act and that the resources would be available to the Indian 
depositors? — Yes 

2880 Chav man It is not leally fan to do so Because that can be 
safeguarded by other means Is it not 9 — Yes 

2881 Mr Khaitan But that is one of the points which is m your 
mind ? — Yes 

2882 You want certain restrictions to be placed on the business ot 
foieign banks You have not given details theieof Would you recom- 
mend, as many of the other witnesses have done, that foreign exchange 
banks should not be allowed to receive deposits m this country? — Yes I 
agree with the suggestion But I do not want to make that a mam point, 
because I have suggested another point which is to give licenses to these 
banks and they should be converted into rupee compames if such an 
occasion arises 

2883 Chairman I understand that you do not want to make restric- 
tions rigid As a mattei of fact to convert the banks into lupee capital 
is not part of the conditions you lefei to In answei to my question you 
stated that the lupee capital etc , is an ideal which you hope to attain 
when the political conditions change But you did not make that part 
of restrictions rigid You also said that it was not the intention of your 
committee to impose any ligid conditions m connection with the licenses 
Is it not 9 — Yes By ‘rigid’ I mean impossible conditions 

2884 You mean licenses should not be issued with impossible condi- 
tions? — Yes Until we get control over the banks, theie should be some 
protection to depositors 

2885 Fiom the point of view of banks, it may be an unreasonable con- 
dition To safeguaid the interests of the depositors several other sugges 
tions have been made by you And it is not necessary to stop foreign banks 
from receiving deposits to secure that object Is it your object? — -Yes 

2886 Mr Khaitan You say an ‘ ‘industrial corporation” must not be 
allowed to lend moie than 10 per cent of its capital to a paiticular rn- 
dustiy In this do you include reseive fund also oi only the capital 0 — 
Capital and Beserve fund, both 

2887 You also say ‘‘Not more than 10 per cent of its capital should 
, be allowed to be lent to a particular division of a province ” You know 

theie is more industrial development in certain divisions and in the others 
there is less Would you not permit of this rigid condition that you try 
to impose being removed and moie discretion being given to industries 9 — 
It is a matter subject to adjustment We are not particular about that 
Our idea is that we want to lestnct oui risk to 10 per cent The whole 
idea is that we want all the parts of the country should get the benefit of 
these loans 

2888 You mean to say that voui conditions should not be rigidly 
enforced It is a ciude idea Is it not 9 — Yes 
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2889 The Chairman put you a question asking whether you are awaio 
of the services the Impenal Bank rendeis m return for the benefit of free 
Government balances which it enjoys Do you know the reason or reasons 
why a lestnction was imposed on the Impenal Bank against doing 
-exchange business? A Manager of a British exchange bank suggested the 
other day that as the Imperial Bank enjoys the bc-nefit of fiee Government 
balances, it should not be allowed to compete with exchange banks in 
exchange business Is that also jour idea’ — I do not think that question 
-arises from the question of the Chairman 

2890 Chairman I referred only to the fiee balances and the witness 
said that it was a considerable advantage This is an advantage it gets 
Mr Khaitan is asking quite a different matter based on that question 0 — I 
have no objection to reply to that question I think it is most unfair that 
-the Impenal Bank should be pievented fiom competing with these heaven- 
bom exchange banks 

2891 Mr Buclley Ate you awaie that at the time of the passing of 
the Impenal Bank Act the balances of the foieign exchange banks with 
the Impenal Bank were thiee times the balances of Government and do 
you not think, therefore, that that m itself was a good reason foi the 
•exchange banks to say to Government that they did not think it fan that 
the Impenal Bank should be allowed to do exchange business with their 
'balances and that if the Impenal Bank was allowed to do so, they would 
withdiaw their balances? — Was it a condition that Government set that 
the Impenal Bank should not be allowed to do exchange business as the 
exchange banks were going to lodge their balances three times the balances 
of Government’ — May I know when the balances of these banks were 
three times those of Government? 

2892 I do not lemember the exact time, but at a certain time the ex- 
change banks’ balances were three times the balances of Government? — At 
that psychological moment it may have happened 

2893 That is one of the reasons, the other reason was that the 
Imperial Bank was subsidised by Government whereas the other exchange 
banks were not subsidised Do you not think that was a very good 
reason’ — I do not think there was any reason for them to do so, unless 
there was a condition that exchange banks would be agreeable to keep 
their balances with the Impenal Bank three times the balances of Gov- 
ernment At the psvchological moment it might have happened that 
these exchange banks had their balances three times the Government 
balances with the Imperial Bank These banks are very clever and they 
know how to do wmdow-diessmg I think this was only a fnendly arrange- 
ment between themselves India feels very much that their banking is m 
the hands of non-Indians, because banking is the life of the country I 
find that these exchange banks are trading on Indian deposits 

2894 Chairman It seems to me that there is window dressing all 
round We have heard about one class of window-dressing to-day and we 
heard of another class of window-dressing the othei day 

2895 Mr Bam das Pantulu (to Mr Buckley) May I know what is 
the balance of exchange banks to-day with the Imperial Bank? 

Chairman You cannot put a question to Mr Buckley That we shall 
•see among ourselves afterwards 
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2896 Mr Buckley Do you suggest that the exchange banks did' 
window -dressing at a paiticulai time?— I do not suggest it 

2897 You stated that if India could be nd of the foieign exchange 
banks and the facilities now available foi financing the foreign trade of 
India were withdrawn, the foreign buyers would manage somehow or other 
to buy Indian pioducts If that is so, how would you benefit 9 — Let me 
correct this You have misunderstood me We do not w ant to get nd 
of the exchange banks, but w e want to get rid of the undue control that 
these exchange banks aie having 

2898 Mi Mann Subedar I was mteiesfed to hear that you have 
placed with the Hongkong Bank a certain amounc of deposit with the idea 
not only that it would be safe but also that the bank should accept the 
policy of the Insurance company Would they be leceivmg large amounts 
of deposits from othei companies also 9 — Yes, if theie are more Insuiance 
companies, they wmuld 

2899 Would the deposits of exchange banks arise fiom other various 
classes of people, not merely foi safe custody, but foi ihe facilities the 
people w r ould get foi then business 9 — Yes, because these banks have the 
•monopoly of Indian trade wdnch they now enjoy 

2900 So the meichants get certam facilities fiom the exchange banks 
if they deposn their money 9 — We must have eeitam amount of deposits 
and then only w-e can get the facilities 

2901 Foi these vanous business considerations and not exactly for 
intei est, that we have been told the exchange banks have been able to 
attract Indian deposits at cheaper lates So, do you suggest that it is nos 
because of the greater resources or the greatei ciedit but because of the 
mduect advantage the depositors get fiom them 9 — It is one of the leasons 
But our mam leason is that they have got big resources 

2902 The depositors would accept \ per cent louder rate m order to get 
other benefits Is it not? — It (may be due to both Of course, mainly the 
depositois go theie due to the influence they possess m monopolising 
business 

2903 You suggested that the benefit of busmess or foreign trade goes 
to the people who aie non-Indians Is it not 9 — Yes 

2901 Then, the use of these benefits is made foi the peisons who are 
not Indians Do you suggest that? — I think you are lefemng to the 
answet we gave to the Chairman The Chauman suggested that if the 
foieign banks weie done away with, the export business would suffer and 
•we said that the export business w r as not done by Indians on a laige ocale 
and so, it would not harm Indians 

2905 All these deposits according to you are Indian moneys It is 
helping a certain class of traders m this country and that class of traders 
according to you is non-Indian Because Indians are not encouiaged m 
this respect, you suggest that you want to control your own savings your- 
sehes So that reasonable facilities will be given to Indian and their 
share m foreign trade may increase Is it so 9 — Yes 

2906 As the exchange banks do not give adequate facilities, you suggest 
you will get them registered under rupee capital and also have licenses 
for their business Would vou imake them work under Indian law and 
under Indian control 9 — Certainly Indian directors and Indian shareholders 
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2907 Then, they aie no longei the same bodies You aie suggesting 
a lemedy foi starting exchange banks, but you have no auangements for 
the existing exchange banks What do you say to this I * * * * * * * 9 — It is then choice 
If they w ant to do business, let them do so undei a license 

2908 So long as the pieseut exchange banks aie not stopped fiom taking 
deposits, it is not jiossible foi new exchange banks to come into existence 0 — 
Just as in America foreign banks are not allowed to accept deposits, it 
should bo done here and that would solve the whole question You may 
give ceitun concessions to them, but they should not compete with the 
Indian banks 

2909 Do you say that a lesluetion should be put on the exchange banks 
wheieby they cannot accept deposits 9 — You cannot icstnct; anv man horn 
accepting deposits If the} lefuse to do business as is suggested, then 
this will be the last lesoit 

Chairman His idea is that this testnction should nor be introduced 
immediate!} It should do given efteet to as the last lesoit What ho 
vants is that the disability undei vhick the Indian tiader now labours 
ov mg to the difieiential tieatmcut should be lemoved He suggests that 
in the fhst instance these foreign banks should woik undei a license and 
if it is found that the% aie not giving piopei treatment to the Indian tiadeis, 
then he suggests as the last resoit, his idea of mpee capital, etc 

2910 Mi Manu Subcdai He definitely said that if necessaiy he would 
introduce the lestrrction regarding accepting deposits j\Iay I know under 
what conditions 9 — If thei do not accept the terms of the license They 
should do business m this county under the teims of the license, winch 
terms should be fixed by the Finance Committee composed of non-official 
members 

2911 What is voui object 9 — My object is that they should not com- 
pete ruth Indian tiade, tliev should nob compete with any Indian export 
business I find they ate veiy hostile to Indian mteiests I have per- 
sonal experience of this fact I have been doing msuiance business w’fli 
a foieign msuiance company That company has the same capital as 
mine and m the same yeai both the insurance companies were started 
The same exchange bank which lefused to gnc us facilities gave that 
foreign insurance companv the best facilities We have to find great 
difficulty m getting these facilities, simply because we aie Indians Such 
a hostile attitude to the Indian enterprises should not be allowed If at' 
businessmen they like to live here, we do not want them to go away fiom 
this country 

I do not undeistand how a license will bung about this attitude on the 

part of thq foieign banks 9 

Chairman You know there aie several clauses There is, vnat we 

call, legislative and restrictive clauses If we considei that a certain 
department is giving excessive benefits to a certain trade you license 

them In that way, their attitude is checked 

2912 Mr Manu Subedar What possible terms could you lay down 

to change the attitude of these people against Indians? — I have not 

consideied the teims of license If your Committee wants it, I shall 

consult my Chambei and then let you have the teims of license 
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license 


You say that if the result was not secured by the method of 
then these othei lestnetions aie to be put into effect is it 


not?— Yes 

2914 Who will draw up the teims of the license, this Committee or the 

Assembly? I have suggested the Finance Committee composed or non- 

otiicial members 

2915 After issuing the license, etc , as an initial step, if there is 
no change of attitude on their pait, then who will decide that the second 
suggestion of youis should be brought into force? — Time vail tell us what 
ue have to do Government will discuss the matter later and tlnn will 
decide what course should be followed There should be another com- 
mittee, if necessary, and if the committee agrees with the views expressed 
by Government, they should take further steps 

2916 Dr Hyder Would I be correct m assuming that you are for a 
policy of live and let live if the foreign exchange banks aie amenable to 
sweet leasonableness? — Yes 


2917 Accoidmg to the memoiandum which you furnished to the Pro- 
vincial Ba nki ng Committee, taking the unit of the population at one lakh, 
you will piobably lequne about 3,000 branches of the Imperial Bank before 
the countiy is amply served with banking facilities Take the case of 
indigenous bankeis and shroffs whom you W’ant to act as agents of the 
Impenal Bank Would you have one such shioff foi every village, and 
you know theie aie about 700,000 villages m India? — One shioff may be 
sufficient for even a bundled villages All depends upon the leqanements 
of the locality and the population 

2918 To begin with would you leeommend the appointment of shiofis 
m bigger centres of the countiy rather than the mofusgil? — Bigger centres 
have already got branches of the Impenal Bank and so there is no need 
for these shroffs there 


2919 Then if you want to have these recognised shroffs in xnofussil 
places, would theie not be some difficulty m making the selection? — There 
might be some difficulty, but this could be oveicome 

2920 With legaid to the shares of the foreign exchange banks operating 
in this country, do you know whether any of them are being held by 
Indians? — Theie may be a few, but even if theie are, those Indians ha\e 
no voice in the management of the concerns as they would bo enfnely 
in the hands of the bank managers 

2921 Would it be in accoid with youi views, if for instance, this 

Committee recommended some soit of an Advisory Body to bring to bear 
the spirit of sweet reasonableness into these exchange banks ? — We do not 
believe m any advisory or lllusoiy bodies or anything of the sort We 
want the Committee to take definite action and suggest that such and 
such lestnetions should be placed on the operations of the Exchange 
Banks ° 

2922 I mean an advisory body brought under the legislation?— I do 
not like the idea at all The Committee must come to clear conclusions 
for the betterment of the country instead of thinking of advisory bodies 
whose recommendations are not final 


2923 You say that in the Beserve Bank the principal Indian States 
might also deposit their surplus with it How can you force the Indian 
States to make their deposits in the EeBerve Bank?— I say it because 



j Government have a 'voice m the conduct of the affairs of the Indian 
"•States on occasions such as occasions when the Government act foi the 
State during administration times 

2924 Mr Lamond You stated that importeis in other countries 
come to India to purchase Indian pioduce and that they are assisted by 
the banks of their respective countries established in India Do you think 
Indian traders would open blanches in foieign countries and export; Indian 
produce for sale if suitable Indian banking facilities were available? — 
Indian traders would certainly open blanches m foieign countries if suitable 
banking facilities were > available m this country 

2925 Sir Hugh Cocke With regard to form F, may I know whether 
you consider it advisable for any bank to have an undisclosed or secret 
reseive? — Yes, the ‘big five’ m India are already having it 

2926 You know it is extiemely difficult to airive at a conclusion under 
what heading you will include this item m the balance sheet The c orient 
practice is to include the amount under current and deposit accounts 
Would you piovide foi a contingency fund and show it m the balance 
sheet as a separate item? — We have no objection to the piactice followed 
by the ‘big five’ at present being followed by our banks 

2927 Then as regards item No 7 m form F with regard to bad and 
doubtful debts, you say that you are not m favour of the change made by 
the Government of India as a result of the Bombay 7 High Court’s luhng 
in the matter Is that so? — No, we do not agree to the change now made 
bj the Government of India and we would adhere to the original foim ‘F’ 

2928 Mi Mukhtar Singh You complained that non-Indian banks aie 
financing non-Indians to trade m the mterioi of the country working detn- 
montally to the mteiests of the Indian merchants? — Yes, the foieign 
exchange banks naturally suppoit tlieir own Nationals 

2929 So then, you think that because foreigners come to India, go into 
the iutenor and purchase their own goods and because the foreign banks 
finance them, you think they are depriving Indian shroffs of their legitimate 
business ? — Yes 

2930 You admit there is competition between Indian merchant^ and 
thesp foreign agents who combine with the foreign banks and monopolise 

'the internal trade of the country How would you then restrict iheir 
operations m the interim ? — These aie matters of detail In the hcence 
these conditions could be stipulated 

2931 You said that the interest charged by the moneylenders is from 
12 to 24 per cent m regard to loans to agriculturists Do you considci that 
theie is any industry, much less agriculture, which can stand such a high 
rate? — No 

2932 Then how would you bring down the interest rates?— The business 
dealings of the petty moneylendesr. are of such a nature that no joint-stock 

> hnk could accept them, in othei -words, the money dealings of these money- 
lenders are very risky as m several instances they are unable, to realise 
their dues 

2933 Sir Purshotamdcis Thakurdas In form ‘F’ you say that land 
-and buildings and bank premises may be valued at cost Would you 
provide for their depreciation being written off every year? — Yes, and they 
may be assessed at the current market value 

Vol. IH 
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2934 So then you would show m the balance sheet the depreciation 
allowed m previous yeais and the depreciation made m the cunent year 
separately m regard to this? — Yes 

2933 Now with regaid to Mr Mukhtar Singh’s question regarding the 
high rates of mteiest charged by the moneylenders, is it your experience 
that people with any reasonable cj edit lesort to such moneylenders? — 
Nobody with any reasonable credit need go to these moneylendeis 

2936 And then your point is that but for these moneylenders y eople 
who haie no credit, will practically starve’ — Yes 

2937 You said that the Indian shareholders of foieign banks w ere 
under the influence of the manageis of the respective banks Supposing 
a man ow ns 3,000 shaies m a bank Then do you mean to say rhat he 
will be under the control of the bank manager and that he will have to 
act according to his dictates’ — What I mean is, if he is a bonowei of the 
bank as well 

2938 So then, iou agiee that he need not be under the contiol of the 
bank managei so long as he is not a borrower from the bank’ — That is so 

2939 Sti Purshotaindas Thahurdas I wish to know fiom you whether, 
with youi wade experience, you could tell us if this feeling is at all justified 
or whethei there is anything behind these apparently large-looking figuies of 
deposits with exchange banks? — I think that both the mteiest mtes and 
the quantity of deposits aie due to the position of monopoly which the 
exchange banks have been enjoying, though I know of instances w’beie a 
number of oui Indian importers and expoiteis do business dneet and are 
thus fiee fiom the obligation to deposit any money m advance with am of 
the exchange banks 

2940 Do I take it that m oidei to be able to import goods and m order 
to have bills diawm, the impoiter has mvanably got to deposit money with 
exchange banks ’ — Certainly 

2941 May I ask, Mi Karanpa, one question vou are a very big mi- 
poitei of laige goods fiom foieign countries, China, Japan, Tiance, etc 
Is that not so’ — Yes 

2942 You have travelled widely? — Yes 

2943 Is it your experience that importers in these countries have to 
give similar deposits to these exchange banks’ — The thing is that fiom 
lccogn sed constituents such deposits are not demanded, but they have 
to open then cunent and other accounts with those banks Supposing I 
hay e got dealings with foreign banks m Bombay, with those banks I have 
to keep mv account, and if I ivere to open a current account I shculd 
have to place with them at least five to ten thousand rupees Thus the 
banks are aware of the amount of business I have done m the course of 
the year through them Thus m the case of lecogmsed customers, they 
do not insist on any deposits being placed with them 

2044 In order to get good leferences from the exchange banks, have 
you got to do what I may term as ‘wundow-dressing’ ? — I do not agree 
to the use of that term 

2945 Before vou can command credit wuth anv of the exchange banks, 
you have to open some account with them, you have got to keep five or 
ten thousand rupees m the current account Is that not so? — We have to 
open accounts with them m order to show our stability 



-In Japan and also m China we have to keep accounts 

2947 Current Accounts or bill account? — We geneially keep c 
accounts with them merely to show our confidence m them 

2948 So it is not compulsory ? — But this has been recognised as t 
•01 less established practice 

2949 Do you think this same business would go to any otliei b 
whatever nationality which did exchange business? — Ceibamlj 

2950 If an Indian bank did exchange business and had to open 
for import and credits for export, do you think it would command the 
•confidence ’ — Certainly 

2951 It has been said that in order to get good leferences fiom 
you have got to deposit some amount w r ith the banks Is that so? 
if those constituents aie not lecognised constituents of the bank Sup 
a new customei goes to them and w ants to open credit foi import 1 
expoit bills, then naturally they w ill insist on his depositing i 
amount w r ith them 

2952 If the man is not known to the banks’ — Yes 

2953 Poi how many yeais do you have to deposit money with 
banks before they lecogmse }Ou as a regulai customei? — My firm ha 
dealing with exchange banks for years, so I do not lia\ e to dej 
single pie with them 

2954 Mr Buchlcy If I tell you that a veiy veiy small portion 
exchange bank deposits come to the banks in the way you have des 
I take it y ou will agree ? — I do not know 

I mean oidmaiy fixed deposits I should be veiy pleased to supp 
Committee with the amount of those fixed deposits m my bank in C 
nnd Bombay Nearly 75 croie s come to us altogether m that pai 
way— Part of that is on cuipent account and pait may be theie f 
purpose of maintaining confidence’ If I have confidence m foiei] 
change banks, I may be induced to deposit money without being con 
to do so 1 
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TENTH DAY. 

Monday, the 1st September 1930 


Present 

< , > t 

Sir Bhupendra Nath Mitra, KCSI, KCIE, C B E (Chairman). 
6ir Porshotamdas Thakurdas, Kt , C I E , MBE ( Vice-Chairman ). 


Mr D P Khaitan. 

Mr E V Bushforth. 

Mr Man,; Subedar. 

Sir Hugh Cocke, Kt 
Dr L K Hyder. 

Mr V Bamadas Pantulu 
J\ r r V K Aravamudha Ayangar, MA, CIE ( Secretary ) 
Mr B P Masani, M A ( Joint Secretary) 


Mr W Lamond. 

Mr B, W Buckley. 

Mr G K Pevadhar, C I E 
Mr Jama Mahomed. 

Seth Haji Abdoola Haroon. 


Messrs G Cook and A B Ingram, representatives of the Exchange' 
Banks’ Association, were examined 

‘2955 Chan man You are the representatives of the Exchange Banks 
Association ? — Yes 

2956 Can you tell the Committee what banks are members of it, and 
what aie the objects of the Association? — The banks represented are — 

The Charteicd Bank of India, Ltd , 

The National Bank of India, Ltd , 

The Hongkong and Shanghai Banking Corporation, 

The Compton National D’Eseompte de Pans, 

The Meieantile Bank ot India, Ltd , 

The Yokohama Specie Bank, Ltd , 

The Eastern Bank, Limited, 

The Lloyds Bank, Ltd 

The P &, 0 Banking Corporation, Ltd , 

The Nethei lands Tradmg Society, 

The Netherlands India Commercial Bank, 

The Bank of Taiwan, Ltd , 

The Sumitomo Bank, Ltd , 

The Mitsui Bank, Ltd , 

The National City Bank, and 
The Imperial Bank of Persia 
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2957 Would any bank, Indian or foreign, be eligible for member- 
Yes, provided they aie Exchange banks and are willing to subscribe 

to the rules and legulations of the Association 

2958 Has anv Indian banlc doing foreign business been refused mem- 
bership ’—Not that I know of 

2959 Would the members of your Association restrict their business 
to members of any particular Exchange Biokeis’ Association? — We res- 
tnct our busmens to biokers who aie m the Association, both European 
and Indian, so far as Calcutta is concerned There is no Indian Brokers’ 
Association m Bombay 

2960 Are Indian biokeis also members of the Euiopean Exchange 
Biokers’ Association’ — No, they were asked on several occasions to form 
an Association of their own 

2961 Is the lesult of that, that foreign Exchange Banks do not do any 
business with Indian brokets? — Not at all 

2962 Therefore, m Calcutta the business is restricted to those brokers, 
European or Endian, 'who are members of their respective Associations 
Th Bombay there is no such limitation? — Yes The Indian brokers ' in 
Bombay are, what they call, deposit brokers and they work on guarantee 
up' to" a certain point They are limited in number to 25, simply because 
there are loo many of them, but they have no Association 

2963 Would you kindly explam what you mean by “deposit brokers and 

working on' guarantee”? — The deposit is the guarantee' They guarantee 
themselves for a certain amount of money which is held for the ratifica- 
tion' of 'contracts * > 

2964 In the case of brokers who are members of the European Asso- 
ciation, there is no such ‘condition? — There is a deposit for them also 

2965 So both the European brokers and the Indian brokers in Bombay 

work' on' the deposit system? — Yes 1 1 ‘ ‘ 

2966 Have jou got the deposit arrangement m Calcutta also? — No 

2967 Have you any knowledge of the conditions m this respect which 

prevail m Madras, Rangoon or Kaiachi? — I have hone So far as Rangoon 
is r concerned, there is no Association and there is nothing m the nature of 
a deposit for the ratification of contracts : 

2968 Could you tell us what the amount of the deposit is in Bombay ? — • 
Rs 10', 000 and they have the privilege of depositing it m Government 
securities 

2969 Sir Purshoiamdas Tliahurdas When you say that you have 

25 biokers in Bombay and that you accept business from anybody else, you 
mean that other Indian brokers are allowed to do exchange business with- 
out being members of the Association’ — Not with the members of the 
Association 1 ' ' ' 

i 

2970 Therefore, as far as the Indians are concerned, only such Indian 

brokers can do exchange business with the Association as are on your ap- 
proved lists?— Yes 11 1 

2971 You have an approved list and you have an Association for 

European bribers’ — Yes ' ’ r ' » ! <- 1 ><• 
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2972 Although you do business with other Indian brokers, it is lestrict- 
ed to money business, share broking, etc ?— Yes 

2973 And exchange business is stuctly limited to those who are on- 
your approved list? — Yes 

2974 What is the number approximately to-day ? — There are 25 Indian 
firms employing 71 men and there aie 3 European firms employing 13 
men 

2975 When you say "employing men”, are you referring to the staff? — 
,Yes, to the staff who call on the banks 

2976 Do I understand that you would not see anybody except these 
71 men belonging to 25 firms’— Yes, they are the people v,ho are nomi- 
nated by then firms as repiesentatives 

2977 And the 3 Emopean brokeis have 13 men m all? — Yes 

2978 Which means that you have to see in all at the most 84 men 
belonging to 28 firms? — Yes 

2979 Seth Hap Abdoola Haroon In Kaiachi no Exchange bank is 
allowed to do exchange business with any Indian bioker? — I bavo no 
knowledge 

2980 Chairman We shall be obliged if you will kindly supplv us with 
the required information m legard to the othei big ports, namely Madras 
and Karachi 

2981 Sir Pui shotaindas Thahurdas I suggest, if Mr Cook does not 
mind, that lie should let us have mfoimation also about Lahore and Delhi — 
In Lahoie there w not enough exchange business to employ any brokers 
at all 

2982 Therefore if I want to sell at this place, I have to go straight to 
the bank? — Yes 

2983 Does it hold good in Amritsar? — There is no broker m Amritsar 

2984 In Delhi? — I cannot say about Delhi 

2985 Mr Lainond The same applies to Delhi 

2986 Mr Mann Subedai Do you know whetliei these 25 Indians who 
aie doing exchange business as brokers aie all members of the Bombay 
Stock Exchange*'' — I do not 

2987 When did the Association of Euiopean biokers come into exist- 
ence’ — It was formed into a Euiopean Association as far back as 1903 

2988 And it consisted of tkiee membeis? — Tkeie has been more The 
members who constitute the Association at the present time and who 
undertake to act m accordance with its regulations aie — Messrs R Barlow r 
E L Barton, R Baumbach, T Biomley, W Bulloch, P Cioft, H E 
John, R Kennedy, W Lang, R N Mant, E Masotti, G W Moir, D. 
Morns, R Reevs, G K Remington, J W Rice, H S Symons and 0 L 
Weber Whether all these men belong to the 3 existing firms, I do not 
know 

2989 A claim has been made by the Bombay Stock Exchange that they 
were entitled to do the business of exchange brokers m Bombay and" that 
for a considerable time all people doing exchange and other brokei business 
in Bombay were members of the Stock Exchange It has been pointed 
ou by the Stock Exchange m their evidence before the Stock Exchange 
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Enciuirv Committee that this valuable puvilege w as taken away by the 
Exchange banks aibitianly and that this enabled a new Exchange Asso- 
ciation of Euiopean biokeis bemg set up without refeience to them Is 

that so’ This Association, so far as I know, was formed at a time when 

exchange brokeiage was written down fiom an eighth to a sixteenth It 
was not a very valuable connection These people had then income re- 
duced bv 50 pei cent They formed an Association to protect themselves 
against the possibility of the same thing happening again, 

2990 Did the Exchange Banks Association have any communication 
with the Bomba/ Stock Exchange during the last few yeais regarding a 
complaint that the Exchange brokeis tickets were given out without refer- 
ence to them and that these tickets should be confined to their members? — 
I have no knowledge of it 

2991 Mr Khaitan I understand that in Calcutta when an Exchange 
brokei dies, his place lemams vacant and that it cannot be filled up? — It 
has leally been the desne of the Indian brokeis that they should limit the 
number There has been a considerable amount of tiouble about the 
Indian biokers’ business m Calcutta and they have quarrelled among them- 
selves, that being so, it has been very difficult foi us to decide who should 
reallv be backed up and therefore we agieed that if they could not carry 
on amicably as an Association the only thing we could do would be to 
recognize them all as they weie on the punted list of brokeis I cannot 
remembei how many there veie, but I thmlc the numbei is 32, and we 
agreed that we would leeogmze these biokeis but that -when these brokers 
died and the firms ceased to exist, we would not allow other names to be 
put fonvaid to fill the vacancy 

2992 Chairman You say that fixed capital expendituie and block 
should m all cases be supplied by public or private subscription of shares 
or debentures m the undertaking May I take it that this is m accoidance 
with the practice followed by the banks in England hitliei to ’ — Yes 

2993 It has been suggested that conditions obtaining m India are 
special and that the investing public in this country do not readily subs- 
cribe to the capital of such industries without a Government guarantee 
Do you a giee with this suggestion? — No, w^e do not think that it has been 
so We think that piomoters aie often anxious to obtain Government 
pationage winch would make it easier for them to obtain outside financial 
support, but we think that well considered schemes foi developing existing 
mdustnal concerns would, especially m towns, obtain finance readilv 
enough In most countries all laige- industrial concerns aie developments 
from a veiy small beginning 

2994 It has been suggested that commercial banks may play a useful 
part m obtaining such capital by examining the soundness of new enter- 
prises and taking up shaies of those that are sound and subsequently 
selling them to the public Have you any views on this suggestion’ — We 
consider that this -would amount to underwriting mdustnal concerns, which 
is not a bank’s business 

2995 One important Chamber of Commeice has pointed out the 'hffi- 
cuJtv that exists at piesent of mobilising capital for industrial development 
and that debenture issues aie not a s popular m India as elsewhere Will 
you kindly tell the Committee your experience m this matter? — We have 
no experience, but if the debenture referred to is an original debenture at 
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6he time of the floatation of the company, we 1 do not think that market 
prices would affect them Original debentures aie quite popular forms of 
security 

2996 Aie they saleable in the maiket? — They aie saleable, but I would- 
say that they are bought imoie by investors and speculator and theiefore 
do not pass m the same easy manner as shales pass Generally, deben- 
tures of, say, mills, tea debentures, etc , aie sought after m Calcutta 

2997 Mr Maim Subedai Do debentuies form a good form of invest- 
ment for banks 9 — No, after all, that is tying up capital 

2998 Do you think the stamp duty on transfei (militates against their 
popularity 9 — I should not say so 

2999 Chan man As legards capital foi current lequnements, may I 
take it that it is your intention that these should be obt lined from the 
existing banks 9 — Yes 

8000 You say that indigenous banlceis and shroffs m the districts are 
m closet touch vuth the agriculturists Ilian an established bank can ever 
be, and that they fill a position which can never be satisfactory filled by 
established banks Would you kindly explain to the Committee whet 
you mean by indigenous bankers or slnoffs? The reports received from 
the Provincial Banking Committee show that the indigenous bankeis have 
direct business relations generally with moneylenders and that it is the 
lattei vi ho have close relations with the agriculturists 9 — We really refer 
Jboth to indigenous bankers and moneylenders, but we do not know very 
much what relations exist between these two and therefore we classify them 
•all together 

3001 It is stated that the resources of indigenous bankers are consi- 
derably crippled by the competition of the Exchange banks and the Indian 
jomt-'-toek banks and that foi this and other leasons the indigenous bankers 
■are gradually withdrawing from banking business and going m for trade 
and othei business Have you any information on this subject and can 
you tell us whether there has been a diminution in the business done by 
these bankers 9 — We have no information on eithei of these points 

3002 It has been stated that ceibam big European commercial firms 
obtain facilities from the Exchange banks for the pui chase of pioduce at 
diffeient mofussil centies and that sfmilai facilities aie not availab'e to 
Indian firms Can you kindly furnish us vuth statistics to show the 
assistance given by the Exchange banks to Indian and non-Indian mer 
chants m this respect 9 — We have no statistics, we really have had no time 
to get any statistics 

3003 Would it be possible foi you to supply us with statistics later 
on? — I will endeavour to do so 

3004 You say that the Exchange banks are leluctant to make advances 
against the hypothecation of jute stoied m the mofussil and that if better 
godowns were provided m Calcutta, the Exchange Banks would be m a 
position to offer gieater financial facilities than they do at present It 
has been suggested by the Bengal Provincial Committee that arhatdars who 
aie found in large numbers m Calcutta are now doing warehousing with 
their own staff and should be encouraged to make the necessary- alterations 
to their existing warehouses and convert them into licensed warehouses 
Can you tell the Committee how far you think such a scheme will bo 
practicable and what steps should be taken to bring this about? — We baldly 



I 

think that this would be piaeticable, because when we suggested that 
better godown accommodation should be piovided, we had m view really 
big pucca godovns, such as the Port Tiusts have and the cotton godown 
at Sewn, which could be taken by the banks and jute stored in them u ider 
tlleir own lock and kev I undeistand that most of the accommodation 
provided by aihatdars is just oidmary house accommodation, I have not 
had any experience about the paiticular style of the godowns I think it 
would be lequired to be developed on a much more elaboiate scale than 
could be done by simply alteimg the stoiage place 

300a You say that the rate of interest etiarged in Calcutta against 
approved secunties is usually 1 per cent ovei the Imperial Bank late 
Will \ou please explain what you mean by “approved secunty’’ 9 — Govern- 
ment securities and also pioduce in course of shipment The latter moves 
quickly 

3006 Sir Purshotamdas Thai urdas You lefer to produce m course cf 
shipment, vou would deal otherwise, with produce held up by middle 
men? — No, the short duration of it is its attractive pait 

3007 What is the normal period 9 — One to three months 

3003 Subject to renewal at the end, of three months — Not necessanly 
It wall have passed into shipment by that time 

3009. If a man held jute worth, say, 20 lakhs of rupees and he thought 
he w r ould sell it six (months latei, vou would not make any advance on 
that? — Not necessarily, the bank will take the market conditions into 
account 

3010 So it does not mean that you would only finance wdiat was m 
course of shipment, you would finance raw produce generally? — Approved 
■security here means what is readily convertible, produce which is quick 
in movement is considered by the banks to be appioved security 

3011 Something which has a quotation on the market and w'hich can 
be sold off 9 — That is readily convertible 

3012 It is not a necessary condition of the advance that the stuff must), 
be sold for export only, it may be sold to a local man 9 — Yes 

3013 Seth Hap Abdoola Haroon Do you lefer to goods m the port or 
v/ould 3 ou consider that goods lying m the moiussil also come within your 
appioved security 9 — No 

3014 Mr Khaitan In Calcutta I believe yo.i consider that the hessian 
-delivery orders by jute mills aie approved secunties 9 — I understand they 
are accapted by banks as appioved security 

3015 Do you also accept law jute dchveiy ordeis as coming under the 
category of approved secuutv 9 — I a : m afiaid I cannot say whether they 
are I have ahvavs understood that jute deliveiy orders were taken, but 
personally I have no evpenence of the business 

3016 You aie aware that since the East Indian Jute Association hqs 
come into existence, deliveiv oideis of raw jute are issued and they are 
guaranteed by the press house owner, try the jute baler and also by the 
merchant who offers them to the bank for an advance? — 1 know nothing 
nbout thein 

3017 I have heard that while Indian joint-stqck banks like the Bqnk 
of India, the Central Bank and the Punjab National Bank advance mqney 



330 


against such jute delivery oiders, the non-Indian banks do not advance 
anv money on the secuntv of such delivery oiders These are not jute null 
delivery oiders 

3018 I am lefciring to delivery orders m lespect of law ]ute issued by 
the balei, guaranteed by the press house ounei and with the further 
guaiantee’of the meichant or dealer v ho ofters these delivery oiders to the 
bank as secunty With these three guarantees, the jute delivery order is 
sometimes offered to banks foi advance? — So far as I know, we have not 
been offered such business 

3019 So far as you aie awaie none of the non-Indian banks advance 
money against jute delivery orders? — So far as I know they do not 

3020 Would you kindly explain to the committee whetkei you are 
prejraied to advance money against hessian delivery oideis and why the 
non-Indian banks do not advance money against the jute delivery ordeis 
m respect of which they have got thiee guaiantees? — I have no experience 
of the business I do not know whetkei othei banks do advance moneys or 
not, but we have never been offered such business 

3021 Peihaps, you will agree with me that theie aie seveial jute balers 
whose position is unquestionable, such as Suiamal, Jivanmal and "Birin 
Brotheis The position of these jute baleis, piess house owneis and other 
merchants is unquestionable Could you tell the committee, not now if you 
have no information with you but later on as to the reasons why jute 
delivery oideis aie not accepted as approved security by non-Indian banks? 
— I take it that when you speak of non-Indian banks you lefer to 
Exchange banks If so, I may tell you that Exchange banks do not ad- 
vance moneys against goods which aie not actually m course of shipment 

3022 Hessian delivery oideis may be foi goods which are not m course 
of shipment but m the case of jute they are m the couise of shipment Then, 
what is the leason for not advancing moneys against these delivery 
ordeis? — I do not say that Exchange banks do not advance moneys but 
they have never been asked to do so 

3023 I say if a person comes to the hanks with the hessian delivery 
orders of Bs 10 lakhs or Bs 20 lakhs, vou ascertain the maiket value, 
see that the party is good and advance him the money ? e , a cei’tam per- 
centage of the market value Why should you not do that? — I quite 
agiee that it is perfectly sound but the Exchange banks have to consider the 
question of tying up money 

3024 It is not a question of tying up money, because hessian is easily 
saleable m Calcutta Similarly, jute also is a liquid asset m Calcutta 
These dehveiy ordeis are issued against actual baled jute If that is so, 
what is the reason for not advancing any moneys against these oiders? — • 
1 say that it is a sound business But we are of opinion that such a 
class of business should be financed by the jomt-stoek banks in Calcutta. 

3025 Ghamnan I undeistand Mi Khaitan’s point is this In this 
particular mattei you make a distinction between hessian delivery orders 
and the jute delivery oiders Can you say ■whether you make any dis- 
tinction between these two? — I think some banks do make a distmction. 
and some do not Some banks do also give advances against mill deli- 
very orders 
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3026 Mr Khaitan Hessian is mill deliveiy order. 

3027 Chairman His point is tliat the Exchange banks aie willing to 
accept the hessian or mill delivery oideis as approved secunty but do not 
accept jute dehveiy oiders And he wants to know the leason for this- 
discrimination Can you tell him the reason 9 — I can only say that the- 
Exchange banks do not look upon eithei of them as approved securities. 

I made enquiries befoie I left Calcutta regaidmg the finance of jute with 
one bank manager who had advanced some moneys and his leply was that 
he did not advance moneys against such delivery orders but at the same 
t im e he took it as a collateral security as the margin of other security he- 
held was small 

3028 So, your answer is, to the best of youi knowledge they do not 
make a discrimination They do not oidmanly take the hessian delivery 
orders or the mill delivery orders as approved securities Is it not 9 — Yes, 
they do not accept eithei 

3029 Have you heaid instances of a higher rate being charged by 
banks 9 — No 

3030 You say that no industries floated on sound lines and showing 
reasonable promise of success have been unable to obtain the financial 
assistance necessary and that on the whole banks as they exist at piesent , 
are capable of supplying the finance lequned by mdustiies I piesume 
you are lefernng to the finance for current requirements Can you tell 
the Committee what pait is played bj the Exchange banks m this finance 
both m legard to mdustiies under Euiopean management and under- 
Indian management 9 — We are referring to the finance for cunent require- 
ments There is no discrimination as far as advances to one manage- 
ment or another management is concerned It is not a form of advances 
that is cateied for largely by the Exchange banks 

3031 Therefore, when you talk of banks as they exist at piesent you 
are leterrmg to joint-stock banks other than Exchange banks Is it not? 
— Yes We say that no mdustiies floated with reasonable promise of 
success have been unable to obtain financial assistance from banks 
generally 

3032 Do you suggest that it is not a leal pait of the business of Ex- 
change hanks 9 — Essentially not, but they cater for it to a small extent 

3033 When you cater for it, do you make any discrimination betweeir 
mdustnes under European management and those under Indian manage- 
ment 9 — No 

3034 You state that you are not m favour of tiade banks which 
1 specialise m dealing with special trade Can you give us any informa- 
tion about the operations of any tiade bank or banks m other countries? 

• — We have no information 

3035 That being so, might I suggest to you that youi paiticular answer 
could not be looked upon as carefully thought out answer 9 — The 
question refeis to the operation of trade banks m other countries We 
only considered the matter of trade banks m India and we have no- 
knowledge of trade banks m othei countries 

3036 Have you any knowledge of trade banks as distinct from in- 
dustrial banks! 9 — No 



3037 You say that you are not m favour of trade banks You have 
no experience of similar banks ' in other countries That being so, may I 
know v, hat jour reasons are 0 — When this reply was framed, there w as 
some confusion between trade and industrial banks 

i 

3038 If that is so, I will leave it at that 

8089 Mr Manu Subedai Supposing there was a bank started m 
India to deal with the jute'tiade and nothing else The manager of 
that Bank: would have to be familiar with all the operations of both raw 
jute piocess as well as the export Is it, not 1 ? — Yes 


8040 Then, to that extent the bank would be able to appreciate the 
securities and the credits to a greater extent than a general banker who 
has to deal ruth such soifc of trade? — That may be so, but then theie is 
some danger m dealing with, a single trade 

3041 That may be, but as the manager of the bank knows something 
of the tiade, he would naturally go veiy cautiously and will give very small 
advance if he trunks it necessary Whereas a general bankei cannot do 
so' i£ he was not familiar with the technical conditions of trade Is it hot?f 
— Every banker who is a cautious banker would endeavour to find out the 
particulars 


3042 But if he understands more about that trade, he would give better 
advance if it deseryes Is it not? — Yes, it will benefit the public but 
there is the nslc to the depositors 

3 043 Chairman You say attempts made m the past by industrial 
banks have not proved successful Can you tell the Committee wpafc 
attempts you are 'referring to? ' Can you ' also' state what m your opinion 
were the reasons for the failure of sucli attempts? — We refer to the Tata 
Industrial Bank and the Alliance B,ank' The Tata Industrial Bank failed 
to letam the confidence of the ' investing public and the Alliance Bank, 
•due to the influence of a certain film, 'launched into industrial ventures 
which, in a few yeais ruined the bank 


3014 I do not know much about tlie Tata Industrial Bank but the 
Alliance Bank was hot really an mdustnal bank Is it not? — No, it was 
dragged into industrial concerns ■without sufficient care and knowledge 

3045 A propeily organized and propeily developed industrial bank 
would not meet with the same fate as the Alliance Bank Do you not 
think so? — We hope not 


3046 It has been suggested that no useful conclusions regarding indus- 
trial banks could be drawn from past experience as no attempt to have a 
weh-coneeived and well-managed industrial bank was evei made 'Have 
you anything to say on this point? — We agree "with the statement 

3047 Mr Manu Subcdar You say that you do not favour at present 
the establishment of industrial banks Under what conditions would you 
favour it? — When there is prosperity m India 

3048 Will you kindly tell us what conditions you would regard as 
prosperous? — Contrary to those at present prevailing 

3049 That is to say, so long as the conditions continue m the same 
way as they are present op if they become worse, you would not recom- 
mend the establishment of mdustnal banks Is it not?-— Yes 
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SOSO If the conditions become worse than they are at present, is 'there 
'no prospect at all of the establishment of fhe industrial bank 9 — No, it would 
never receive support 

v 

8051 Sir Hugh Cocke Going back a few years when conditions were 
‘generally regarded as prosperous, do you think if an industrial bank had 
been established at that time on propel lines, it would have been a 'wise 
step 9 — If it was established on sound line, it probably would have been 
a wise step, and perhaps it would have weathered the depression in trade 

3052 Mr Devadhar Do you not think that is one of the reasons why 
we should really try to promote the industries by way of such an agency? 

If you think that there is at present unemployment and poverty m India, 

,ib there not a good leason why we should start such a bank 0 — We have 
ho objection to the establishment of the industrial bank at all Our reply 
to the question was given under the present conditions 

3053 May I know that as there is unemployment and poverty pre- 
vailing m India it is one of the leasons why we should adopt such a 
course 9 — As I said we have no objection to the establishment of the in- 
dustrial bank, but we have to see whether our purpose would be served 
The object of starting an industrial bank is to encourage mdustnes and 
we have to see if that is possible under the present conditions 

3054 But I say if we really get some industries started with the help 
that can be given to industries by the indigenous bankers or any bank 
or banks, do you not think that we shall be gaming our object 9 — No 

3055 Chairman Your real point is this The piospects of output 
from an industrial concern financed by such a bank being utilised by the ' 
consumer aie doubtful Therefore at the present moment at least your 
opinion is that no material advantage would be gained by the establish- 
ment of an mdustnal bank When you talk of depiession, etc , you 
have m youi mind that the chances of the produce being utilised by 
the actual consumer were doubtful Is that your point 9 — Yes 

3056 Mr Khaitan So, what would be your suggestion 9 What 
should this Committee recommend m order to bring about the establish- 
ment of the industrial bank m this country 9 — You have to make a sug- 
gestion accordmg to the general evidence 

3057 Have you got any concrete suggestion to make 9 — No 

3058 You consider that merchants are at present able to obtain from 
the Exchange banks all the assistance they require to finance their import 
and export trade provided the\ are of good leputation and leputed to be 
possessed of means m reasonable piopoition to the tiade they do On the 
other hand it has been represented to us that the attitude of the foreign 
banks towards Indian business m general is very unsympathetic and that 
they did not and do not grant proper facilities to Indian importers Have 
you heard such complaints before and have you any statistics to rebut 
such statements 9 — As far as the fiist section of youi question is con- 
cerned, we have had no complaints from any merchants that they do 
not get assistance from Exchange banks As legards the second section 
that the Exchange banks aie unsympathetic to Indian business, I say it 
is quite untrue In my opinion I say it is untrue I have no statistics- 
at the moment which I can place before you to prove this point My own 

r experience is that the banks are doing more business with Indians than 
with others I have no knowledge whatsoever of any Indian finding it 
difficult to do business which is quite m line with business principles 
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3059 Do you think it will be possible for you to supply us with statis- 
tics’ — I shall be very pleased to do so, if you tell rue in what foim you 
regime these statistics 

3060 If you send us figures showing the volume of business you do 
with Indians and with non-Indians, it will meet, I tlnnlr, our require- 
ments’ — You ask later on a question regaidmg the proportion of business 
tihat is done by Europeans and Indians If I may say so, Indians are getting 
a fan share of then business and the actual statement will show that 
Indians aie not unfairly tieated Their business is increasing in propor- 
tion to the non-Indian business 

3061 Seth Haji Abdoola Iiaroon May I know if you can supply us 
with a statement showing the amount advanced on imported goods to 
Euiopean films and the amount advanced to Indians on imported goods’ 

3062 Chairman That will be laised when the question of deposits 
comes up foi discussion 

3063 Witness But I can say that even though the statement is pre- 
pared you will find that the old established European houses are piobably 
getting a laige share of the foieign tiade business but that will not show 
■that Indian business is not getting its fan shaie and is treated un- 
sympathetically by the Exchange Banks 

3064 Mi Manu Subcdar Well, it is foi us to diaw f the mfeience 

3065 Chairman I quite see Mi Cook’s point These particular 
statistics will not be of any real value on the question of treatment of 
Indians by exchange banks 

3066 Mr Manu Subcdar The mfeience which we di aw will not be neces- 
sarily with legal d to the sympathetic treatment A suggestion has been 
made to the Committee that most of the deposits aie from Indians and 
the banks make use of these deposits m giving advances to Europeans 
Therefore, fiom the statistics w r e can diaw an mfeience whether there is 
any justification foi such a complaint ’ — So, what 1 am actually asked 
to do? 

3067 Chairman We shall discuss that question latei on wdien w r e 
come to the question regarding deposits 

3068 Mr Manu Subcdar You said just now that you did not receive 
any complaint fiom Indians Do you expect that a merchant who does not 
receive sympathetic tieatment should make a complaint to you or to the 
public outside’ — I think he should come and complain to me 

3069 He would natuially complain to his associations 

Chairman (to Mr Manu Subedar) But w T ould he not complain to the 
head of the bank? 

3070 Mr Manu Subedar Do you keep a registei of complaints in 
your bank and can you say definitely that no complaint was received’ — I 
do not say that no complaint was received I say w r e did not receive any 
complaint of any reasonable business being lefused A lot of people may 
come and ask foi financial help and if theie is no good reason for me to 
give that help, I may refuse That land of complaint cannot be called a 
reasonable complaint 

3071 No complaints have been received either by the bank’s shroffs 
or other members of your staff? — No 
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3072 Mr Devadhar I undeistand you to say that you will place be- 
iore the Committee a list showing the amount of business done with 
Indians to piove that there was no unsympathetic attitude on the part of 
Exchange banks So, m what form will you give us the list? 

Chan man We shall discuss latei on in what form we should ask the 
witness to give us the statement 

3073 Chairman Arising out of joui previous answei vould you kindly 
•explain to the Committee how Exchange banks furnish themselves at piesenfc 
with the requued information legardmg the leputation of merchants)? — 
All such information is collected by the cashier and his assistants, who 
are m touch with the clients 

3074 You state that it is only m cases wheie banks aie unable to as- 
certain, even appioximately, the financial status of a merchant, that the 
lattei finds difficulty m seeming the accommodation he may need and 
you observe that at piesent there aie no information buieaus m India 
Gan you tell us whethei there aie any special difficulties m organising 
mfoimation bureaus m India on the lines of Seyd’s m London and Dun’s 
m New York? — The only difficult}' v, e are experiencing at piesent is the 
difficulty of gatheung reliable mfoimation In western countnes 
it is very easy to know about the position and status of 
a particulai firm, because they always issue their balance sheets, but that 
is not always the ease m India 

3075 Youi remaiks will lefei moie to indigenous bankeis in this country 
but what about those who maintain regular accounts and aie willing to 
publish then balance-sheets duly audited? — Such people will find little 
difficulty m satisfying the banks 

3076 At present you depend entirely on the report of the cashier and 
his organised staff foi the supply of such mfoimation? — Yes 

3077 If owing to the prejudice of Indian meichants j'oui proposal to 
have audited balance-sheets cannot be adopted by them, can you tell the 
Committee how you expect lehable information to be collected with legard 
to the standmg and status of such meichants foi the use of banks? — We 
cannot say 

3078 Mi Manu Suhcdar You say that all meichants m then own in- 
terests should adopt the business-like piactice of having then books 
regulaiJy audited by a lecogmsed Chaiteied Accountant and a balance- 
sheet m collect form diavn up fiom time to time Do you mean to 
say that European firms to whom } r ou make advances place befoie you 
their balance-sheets duly audited by a Charteied Accountant? — Yes, in- 
variably 

3079 Sir Hn/jh Cocke Do you find any improvement now-a-days 
amongst Indian firms m the matter of having their balance-sheets duly 
audited by qualified Accountants? — There is a tendency that way but it is 
not very marked 

3080 Chairman When you say Chartered Accountants, I suppose you 
mean accountants who are on the approved list of Government? — Yes 

3081 Mr Khaitan Are you laying any emphasis on the word 
‘Chartered’? — We might say recognised accountant and leave out the 
word ‘Chartered’ 


8082 ' Sir Purshotamdas Thalturdas You don’t insist on Chartered 
Accountants auditing 'the balance-sheets of these Indian firms Mho have 
dealings ’with you 9 — No 

3083 Chairman ‘It has been pointed out by one Chamber that in the 
matter of opening of credits by importers for purchases from a foreign 
party even fiist class Indian houses are lequired to make a deposit of 10 to 
15 per cent of the value of the goods, while according to their informa- 
tion, Euiopean houses m Calcutta aie not required to make such deposits. 
The Chamber has also obtained information regarding the prnctiee m New 
York, Sydney, etc , and find that no margins are lequired by banks for 
opening credits Will you kindly tell the Committee what \ our practice 
m this matter is 9 — The question of deposits being asked for really depends 
upon the standing and position of the merchant and also to some extent 
on the nature of the commodity impoited It is not a universal custom 
to call for deposits m the matter of opening of credits 

3084 In the case of well-established firms like Messrs Birla Brothers- 
of Calcutta, would it be the practice to demand deposits under such cir- 
cumstances? — I don’t think ne Mill call for deposits from a firm of such 
standing As I aheady said, it all depends upon the position and stand-, 
mg of the film as also the nature of the imports In all these matters 
it is very difficult to lay down any haid and fast rule 

3085 Mr Mann Subcdar In regard to imports 30 U have The docu- 
ments accompanying the bills on Minch 3011 pav out and if the exporter 
at the othei end is a firm of sound standing, would you still ask for 
deposits from the Indian films which ask for opening a continued credit 9 — 

I should say that at least 0 / 10 tlis of the import business is done without 
credits at all 

3086 Chairman Would I be conect m saving that m 30 m- dealings 
Math your Indian and European customers 3011 apply the same lules and 
the same standaids 9 — Absolutely 

3087 It has also been poiutcd out that Indian mei chants who import 
from abioad cannot do so on D A leims and can do business only on 
E P teims and that m oidei to cncomage the impoit of Manchester 
piece goods, facilities aie now offeied to merchants engaged 111 that trade 
but that in the case of othei commodities such facilities me not freely 
available Have ^ou anything to say in lcgaid to tins point 9 — D A terms 
are mostly arranged between the exporter abioad and the importer m 
this countiy , piovided the arrangements made by both the pnrtics are good 
enough to satisfy the banks, the lattei advance money against the bill 
and deliver the goods The D A terms me mostly enteied into m the 
case of the imported piece-goods But m the case of other sundry 
articles that are impoited, they are almost mvniiably done on D P 
terms, because such importers aie mostl 3 people with limited means 

3088 So m the matter of gi anting D A terms the Exchange bank has 
no concern m the matter Is that what 3 7 ou mean 9 — Yes, this is an 
arrangement which is almost al\va 3 r s arrived at between the exporter 
abroad and the importei m this country The Exchange banks have no 
power to grant D A terms without instructions from the exporter abroad 

t 

3089 Mr Khaitan Would not that arrangement depend mostly on 
the preference shown by the bank at this end?— The bank reference is not 
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the sole basis The exportei abroad also tries to get himself into touch 
with the importer here and unless he is thoroughly satisfied he won’t allow 
D A terms 

3090 Does not your bank get constant requests for supply of bank refer- 
ences about Indian firms? — Undoubtedly 

8091 Sir Purshotamdas Thahurdas What is the percentage, roughly, 
of the D P business transacted m this country when compared to the total 
business? — About 80 pei cent of the transactions are on D P terms 
Put you must remember there aie big import iiouses m tins country who 
are agents or branches of head offices located abroad Imports m regard 
to such dealings should of course be excluded from this percentage 
But m so far as the transactions between an ordinary expoitei and im- 
porter is concerned, I should say, it is about 80 per cent of the total 
business 

3092 But the number of such business houses who have then own 
head offices abroad are veiy limited? — Yes 

3093 Therefore, you will admit that the bulk of the imports into this 
country are on D P terms? — Yes 

3094 There is a general impiession that the bulk of the imports made 
by other countries of the woild are on D A terms Is that so? — I think 
it is so 

3095 The Exchange Banks have been working m this countiy for 
over 75 3 ears now and during all these years the Indian business is almost 
wholly being carried on under D P terms May I know what part the 
Exchange banks have played m this country m encouraging Indian busi- 
ness when the whole world is working on D A terms? — Your question 
almost leads to an accusation that the Exchange banks have not been 
doing their duty As we have already stated before, the question of D 
A business does not rest with the Exchange banks It is after all a 
matter for the exporter abroad to decide May I ask how can you expect 
an exporter abroad to send out his goods to this country to a small importer 
who has only a small room for his business? 

3096 You need not think that I am making an accusation against the 
Exchange banks I am only trying to place before you statements that 
have been brought to our notice, and I am doing it m your interest so 
that you may clear the point? — Thank you We are always willing to 
help the Committee on any matter that they may feel inclined to question 
us, 

3097 Can you name at least the names of 15 Indian firms who are 
importers who enjoy the privileges of having D A terms? — We have 
nothing to do m this matter It is the exporter abroad who gives this 
facility t 

3098 Theie are a few Indian firms who have got their business houses 
m London as well Do you give D A facilities to such houses? — Yes, 
there are Indian firms to whom we give D A facilities on our own res- 
ponsibilit}' on trust leceipts. 

3099 Chairman You said that importing anangjements are mostly 
done on D A terms m other countries After reading this book by 
Moulton, I do not find that the business is exclusively done on D A 
terms What is your infoimation? — The business is largely done on D. 
A terms at 60 days sight That is our behef 
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3100 Sir Puishotamdas Thakurdas Export busmesb fiom India is 
done mostly on D A terms ’ — Yes 

3101 All countries winch import raw matenals fiom India do so under 
D A facilities? — Yes The small importers m this countiy cannot be 
classed with well established business houses at home 

3102 Therefore, you admit that D P finance is moie the exception 
than the iule with regaid to exports of raw materials fiom this countiy,’ — 
Yes Our bills that go out aie in thousands of pounds but the impoit 
bills are generally only for very small amounts, m hundred of pounds 
And as we told jnu w r e allow D A teims on oui own responsibility to 
our selected customers on trust receipts 

3103 Can you name the standaid by which you diffeientiate the D A 
as agamst D P facilities’ — We cannot explain wdiat the standard is 

3104 Member after member of commercial bodies told us that some 
of their members who w r eie even worth a crore of rupees could not enjoy 
the D A privileges because the Exchange banks held that it was not 
eustomaiy in India ? — It may be so in the past, but I can tell you that the 
present competition is so keen that even amongst ourselves if one bank' 
refused to accept such business there wall be others quite ready to do it 

3105 What I am trying to get at is if wdiat you say is true, why do 
people who are even worth more than Bs 20 lakhs not get D A 
facilities’ — It is for such firms and people to come round and ask the 
Exchange banks to give them a good banking reference to their parties 
abroad to allow them to get the benefit of D A business And anothei 
most important thing why D A terms aie not very much m vogue is 
that the small importeis in this country do not generally insure then 
goods against fire or othei contingency, and supposing the goods were 
burnt by file or other causes, the bank may possibly stand to lose their 
mone\ < 

1 ■* 

8106 Chan man You admitted that in the case of the Indian export 
business, the airangements aie, m the majority of cases, D A — Yes ■ 

3107 Mr Manu Subedai I understood you to say that the question of 
facilities, whether it is D A or D P which you giant to ^our consti- 
tuents depends entirely on their standing and also on the impiession wdnck 
■\ou have foimed of his day to day deabngs with you, whether, they are 
Indian oi Euiopean — Quite 

3108 Consideung that Euiopean houses have laigei dealings than 
Indians, is it not true that the foimei get bettei facilities because of their' 
laigei dealings? — They will get the same facilities accoiding to their re- 
sources and. accoiding to then standaid as an Indian company would 

3109 Considering that the bulk of the Indian importers aie doing 
business in a small way, they would natuialh not get the same teims of 
ciedit 9 — That is not right 

3110 Then that accoiding to you is incidental and not intentional’ — • 
Tney get exactly the same tieatment as an English film of the same 
standing would get 

3111 Theiefore you say that though it is unintentional it comes to this 
that a laige numbei of Indian importers are left out fiom the facilities 
which they think they should have’— If they aie not getting those facilities 
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sfc is because they are not of the same financial standmg a a others to "whom 
such facilities aie given, 

8112 Would you accept 01 repudiate the suggestion that the Exchange 
banks are discoui aging D A facilities and encoui aging loan business 
in older to earn a higher late of interest’ — We aie not earning a high rate 
of interest, therefore I repudiate the suggestion The idea of discouraging 
D A is solely on account of the difficulty of finding the standaid of 
people who should get D A and nothing else 

3113 Is it not a question of earning more intei est’ — Absolutely not 

3114 Mi Jamal Mahomed You sav that most of the export business 
m India is on D A teims whereas most of the import business is on D 
P terms, is it because you think D A bills aie a better security? — 
No As I have already explained, the import houses at home are of a 
quite different standard to the ordinary importer heie There aie few 
importers at home compared to the importers m this country 

3115 Do you not think that the banks here have not helped to make 
the import business run on D A terms? — I have already replied to this 
and have also given reasons for this 

3116 My point is that whereas most of our exports go on D A terms, 
most of our imports come on D P terms, and all this business is conduced 
by British banks, is that not so? — It is being done by the British Exchange 
Banks 

31 L7 Even so, is it not strange that most of our stuff goes on D A 
«nd the foreign stuff comes on D P terms? Do jou not think that the 
Exchange Banks in India, as they are find it difficult to find out the 
real status of the importers? — Yes 

8118 Do you not think it is due to the fact that no Indian bank is 
at piesent doing exchange business’ — I do not think it makes any differ* 
ence 

l » 

3119 Do you not' think that an 'Indian bank wall be more in. touch with 1 

the men chants and therefore will know then financial position,, and .status 
better? — I should say that that w'ould'be i ( , 

3120 Would you contradict the statement that because most of the 
excliauge business of the country is Being done by the Exchange banks, 
it is difficult to find out tlie proper status, of the merchants’ — I would 
not agree to that, though I think that as a geneial principle your state- 
ment w'culd be collect 

3121 You know r that m cases wheie D P ’ bills are drawn, banks 
in fojeign countries, m the case of lehable clients, deliver the goods cn 
D A leims — That is a matter of anangement between the importer and 
the bank at the other end 

v 

3122 Am I right m saying that the man wdro fixes the D A or D P 
is the exportei ’ — -It depends on the standmg of the man 

3123 Supposing you get a bill on me which is D P , I want it to be 
•delivered on D A teims If you happen to know r me an$ my financial 
position and status, would you still have to go to the London banks? — 
I would wire home whether we eould deliver on D A terms It is a 
question of the exporter knowing you 

x 2 
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3124 Mr Dcvadhar Do you not think that Indian Exchange Banks 
•wojld be able to give bettei facilities to Indian expoiters or importers 
provided their business w ere run on sound lines’ — I do not think an Indian 
bank would be in any bettei position That would depend on what he 
would consider the standard of safety 

8l2u Mr Mann Subedar It has been suggested that Exchange banka 
hate ill the matter of experts discouraged the small expoitei and m the 
matter of imports have gone out of then way to encourage the small 
importers What do you say about that’ — I should say that it is very 
probably so, but it is more likely to hit the laige European impoiter m # 
Ind.a than the Indian importer 

3126 Chau man It has been further pointed out that m the case of 
Indian expoiteis, the Exchange banks insist on the foreign impoiter secur- 
ing a confiimed letter of credit with some fiist class London bank m 
favour ot the Indian exporter As some of the buyers m foieign countries 
whose financial position is undoubted do not like to meui the expenditure 
of opening credits, the present piactice is said to place the Indian expoiter 
at a disadvantage Have you anything to say m legard to this suggestion’ 
— It is m the interests of both the expoitmg merchant and the 1 anker 
to haw ci edits opened by buyers m foreign countries Business done 
without letters of credit is the exception and not the mle The question 
ns to whether the. Indian exporter is placed at a disadvantage is again 
purely a question of financial standing and mtegiity Indian mei chants 
of high reputation should not be at a disadvantage 

3127 What is the general practice all over the world? Is not this 
bus ness done by opening a letter of credit ’ — I cannot say , I have no 
information 

3128 Mr Mann Subedar Is there any representative of your Associa- 
tion who has an experience of this (Mr Ingram) I have expeiionce of 
Strait Settlements and I know that credits are opened by the importers 

3129 Chairman It has been also pointed out by one Chambei of 
Commerce that m the case of some Indian firms satisfactory refeiences 
are act supplied by the Exchange banks to the overseas merchants though 
in the case of foreign merchants whose resources are consideiably lower 
than some of the Indian films the banks of that country supply very good 
bank leferenpes Are you aw r are of any such complaints and can you tell 
the Committee wdiat the practice of the Exchange banks is in regard to 
the supply of references about Indian firms? — No, hanks always give the 
best leports they can 

3130 Mr Mann Subedar Are the reports based entirely on tne re- 
sources or on the personal knowledge the bank manager has of the clients?’ 

• — On the resources and also on the personal knowledge 

3130 (a) Does it not mean then that the hank manager who mixes with 
his European clients at the Club will have a closei peisonal knowledge- 
of them than of Indian customers’ — Undoubtedly he will have more 
knowledge of then private life 

3131 Chairman You say that Exchange hanks have blanches at laiger 
inland centies of trade where they finance the import and export business- 
direct to and from those centies It has been suggested that the opening 
of branches at internal centies bv Exchange banks has resulted m unequal 
competition between the Exchange banks and Indian joint stock basks- 
and indigenous bankers in the matter of financing internal trade and that 
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Exchange bauks should be piohibited fiom opening such branches m order 
to encourage Indian joint stock banks and indigenous bankers Can you 
tell the Committee what psit Exchange banks play in the financing of 
internal tiade of India 9 — The Exchange banks were at most of the larger 
inland centies before there were any Indian joint" stock banks They have 
never to any extent mterfeied with the business of the indigenous banker 
The Indian import and export trade at these centres has been created 
and iostered by the Exchange Banks They finance the import business 
by granting loans on goods imported and the expoit business by loans 
ago.us.t goods m course of preparation for export 

3132 Mr, Manu Subedar Would \ou kindly tell us the total number 
of branches that are m the inland centres (t e , except at the mam ports) 9 — • 
I could not do it off hand 

3133 Could \iu tell us whether the actual turnover business at these 
branches in the interior has of recent years increased? — It is smaller now 
than it was m the height of good trade 

3134 It would be smallei compared to the boom years, but taking the 
normal position, say before 1913, would it be smaller today or greater 9 — • 
I am afimd I am not m a position to answer 

3135 Could xou let us have the information later, say for the last 
five } cars' — The difficulty is that we aie only concerned with the total 
volume of business of the members of our Association 

31 3G Chairman We w f ant to get at the volume of trade, moie especially 
in the upcountry branches, for the five years ending 1913 and also for the 
five years ending 1929 We should also like to have the information m 
the foim supplied by the Imperial Bank m legard to advances of all kinds 

3137 Sir Pursholamdas Thalcurdas Could you get information for the 
foreign Exchange banks? — We could get foi the British Exchange Banks 

3138 Mr. Buckley I am very much afraid that Mi Cook will never 
be ab'e to collect this information, because no bank wall tell anybody 
what his advances to any party amount to I would suggest that the 
Director Geneial of Statistics in Calcutta be asked to apply to the Exchange 
bank} in London through the India Office foi the information which wnuld 
be supplied by them m Loudon in a consolidated form 

3139 Chan man Then, Mr Cook, ycu need not tiouble, w r e have 
already taken action in this direction? — I might say that the same applies 
to the volume of trade upcountry, it would be exceedingly difficult ior 
the banks upcountiy to disclose any information 

3140 Does the same difficulty apply m the case of turnover 9 

3141 Mi Buckley I should have much pleasuie m writing to the 
London Association and putting this point before them and tiymg to get 
some figmes for the information of the Committee 

3142 Chairman In that case w'e shall not be able to get information 
about non-Bntish banks 9 — I do not think that it w r ould amount to very 
much 

3143 And there is no means by which we can get mfoimation fiom the 
non-Butish Exchange banks in legaid to then loans and overdrafts 9 

3144 Sn Purshotamdas Thalcurdas The Dutch bank has only opened 
during the last few years 9 — -I am afiaid I could not tell you 

3145 They have no branches upcountry? — No 
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3346 Mr Bucllcy The figuies the India Office have already been 
asked to collect aie on the lines of the figuies supplied by the Imperial 
B mk and thex relate i>o the x\ hole of India The tumovei can be collected 
m London and given in the foim of a peicentago which I thmlc is all that 
the Committee would ask for > 1 

3147 Mi Mann Subcdai I should like to have the absolute figiue 

also Supposing the} told us that during the last five jeais mciease was 
60 pci cent that would be no indication I should like to know whether 
it was 5 cioics oi 10 cioies. increase • ’ 

3148 Chav man This is 'not a mattei vdnch we need discuss with 
Messis Cook and Ingiam We shall have to considei it among ouiselves 
befoic we decide about the piecise information we xvant to collect 

3149 Di Hyder If the complaint refeis to the opening of 'blanches 

and exposing the indigenous bankei and the ]omt stock banks to gieater 
and unfair competition, the question aiises xxhethei the Exchange banks 
might not m then own mteiest amalgamate themselves with the indigenous 
bankeis Do }Ou leally think that w^e as a Committee w'ould gun very 
much even if w e had all these statistics 7 / 1 

3150 Chan man Theie is a good deal m that and we might discuss 

among ourselves i 

3153 Seth Haji Abdoola Haroon You said that Exchange banks, m 
the case ol exports, finance onh such stuff which are m course of Ji.pmcnt 
or under piepaiation for shipment How do you account foi inland blanch- 
es of the Exchange banks 9 — The inland branches, say at Delhi oi Caxvnpoie, 
send hides and skins foi export > 

3152 But not fiom all inland places? — The only one which I mentioned 
before as not doing exchange business w as Lahore 

3153 Sometimes these banks might also finance not only shipments 
under preparation 'but also othei stuffs 9 — They may, but it is not very 
common 

3154 So the financing is not necessarily confined to shipments in 
cour c o of preparation? — As a rule it is confined to shipments in .oursc of 
preparation, but it mav be that in very lare cases some expoiter of con>- 
siderable standing might get an advance against stocks examined by the 
bank and on the secunty of that stock 

3155 There are some leports that many leading Euiopean exporters 
from the chief ports are financed by banks for their purchases inland? — 
I have been referring to financing upcountry direct exporters 

3156 Suppose theie is a Euiopean film m Calcutta which purchases 
its goods, say m Lahoie or Delhi or Patna The firm at Calcutta is fawly 
W’ell financed to covei its purchases? — I could not say whether it is or is 
not cone, it is not to my knowledge 

3157 Mr Bamdas Pantulu Messrs Yolkart Brothers m Madras send' 
their men to villages to buy cotton and groundnut and other crops and we- 
are told that they get their finance by some arrangement through Exchange 
banks for purchasing their produce 9 — I am not m a position to say about 
this, I have never been to Madras 

3158 Chairman The point is a general one Do the Exchange bonks 
give advances to, say, an English exporting house at Calcutta to enable 
thorn to buy produce upcountry 9 — I have no knowledge of their doing so 



8159 Let us assume that Ealh Biotheis at Calcutta want to puichase 
upeounfciv, say ]ute m Dacca Would no Exchange bank m that ease 
piovide them with the necessaiy finance 9 — They would nevei ask for it 

t ->l()0 Can \ ou say how they would piovide themselves woth the neces- 
caiy lands 9 — Thev nevei deal with Exchange banks, they w'ould airange 
fot "finances out of then owm funds 

3161 Mt Hamdcis Pantulu My question w r as whether it is true that 
Exchange banks advance finance 9 — Generally speaking it is not the usual 
airanremc-nt 

3162 Mr Khaitan Is the mfoimation conect that some Fuiopean 
merchants m Calcutta have got cash ciedit accounts with Exchange banks 9 
In operating on such an account theie is a column ‘goods paid for but 
not delivered’-— I could not say r , I have no experience 

8163 But they w r ould bonow' in Calcutta monies which they can 
utdise foi the puipose 9 — We could not say, w-e do not conti ol any of 
these firms which may- have financial arrangements with the bank 

3164 Chairman' Assuming that any of these big European expoit 
houses were to borrow money fiom an Exchange bank in Calcutta on 
such security as the Exchange bank dem'ands and considers to be good 
secunty, the Exchange bank w r ould make an advance without trying to 
go behind the transaction? The money w'ould thereaftei be taken up- 
countiy and used for the purchase of raw produce — It might be 

3165 Mr Khaitan Is it always that secunty is demanded from 
Euiopean firms in opening cash credit accounts and are securities aeouady 
handed over to the Exchange banks for the operation of a cash credit 
account 9 — I am not m a position to give any information 

31GG Chan man We have heard it stated before that it is mt the 
custom of banks (it may or may not include Exchange banks) m all cases 
to insist on secunty when they grant an advance, but m some cases they 
would depend on the personal security of their customer as Jraowm to 
themselves Mv colleagues w'ant to 'know whether, when an Exchange 
bank gives an advance to one of its customers it always demands tangible 
secunty or whether there are certain cases m wdnch it grants advances 
on peisonal security ? — I have no knowledge of the arrangements winch 
the banks make It entirely depends on the peison 

3167’ Are there cases m which advances would be g^ven on personal 
secur.ty alone wuthout demanding tangible secunty 9 — I could not say, l l 
' know nothing about it (Mr Ingram As far as Bombay is concerned, fiom 
my own experience, there aie very few, if any, clean overdrafts) 

3168 Mr Manu Subedar Are you content merely with a promissory, 
note oi do you ask for any collateial secunty on cash ciedit 9 — I am afraid 
I am not m a position to answer 

3169 Mr Buckley It is the general practice of banks to advance 
money to merchants on cash credit account against security 9 — Yes 

3170 There are cases where banks do advance money to merchants 
against nc security, that is to say'-, clean advances, but they me the 
exception 9 — Yes 

3171 When security is offered oi arranged on cash ciedit account, it 
is usually against goods m the borrower’s godowns or goods m transit which 
have been paid for, but not delivered, and the whereabouts of which the 
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banks do not know , but banka do not as an mvnuablc rule advance against 
go-xl 3 in the mofussil 01 lend money to met chants fot the purpose of going 
upcountrj and bujing goods in the mofussil? — That is so 

3172 Mr Manu Subodar Suppose the cash credit mrnngements are 
made some time m the beginning of the \eai, when theie are no goods 
because the put chasing season and the expoiting oi impoitmg season have 
not started At that time >ou will be content with n promissory note 
The understanding geneinlly is that the man will thaw these monies and 
use them along the usual lines for making puicliases and when the docu- 
ments emanate, they will come to the bank m due course Is that not 
so? — Yes 

3173 Theiefore m the beginning, when the meichnnt does draw nicney, 
there are no goods? — One could not snj when he draws the money In 
the hist place the cash credit would on!} be granted to persons of very 
high standing One would watch 

3174 Once cash credit is opened for a ceitain amount, if a cheque 
is received, it would be cashed and }Ou would not know to whom the 
cheque is paid 0 — Presumably not We would not follow the mono} 

3175 But there is a general understanding that the mono} is going to 
be used for a specific purpose? — He might be using the mono} all the 
time 

817G So that, theie is no collateral against cash credit to start with 
Collateral arises in due course’ — It maj not be so 

3177 The point is whether the collateral arises after the cash credit 
is opened 0 — The assumption is tli.»i the cash credit is foi the purchase 
of ceitain commoditv At least the cash credit mat be clean with the 
bankei's knowledge that the commodit} has actual!} been purchased and 
is en ro:ifr to his caie, when li mines undei Ins caie, it becomes collateral 

3178 The collate! al arises later 0 — Yds 

3179 That is, the amount which is arranged is of the maximum turn- 
over whicn he wall make 0 — That is so 

3380 Therefore the maximum turnover mav not nuso till late m the 
centie of the season 0 — Yes 

3181 In the meanwhile he will be diawrng monev from vctu bv in- 
dividual cheques of which you will not know 0 ' — We would not follow it 

3182 Chairman Can vou toll as what the effect of the continuance of 
such business bv exchange banks would be on — 

( 1 ) the mteiests of merchants and tinders, 

(2) the intei ests of the Exchange bonks themselves, 

(3) the interests ot the Indian 30 ml stock banks and indigenous 

bankeis 0 

—The continuance ot such business bv the exchange banks js m the 
mtciesl ot meickants and tiadeis and also of the Exchange bauks and 
as stated vie do not inteifeie with the noimal business of the Indian joint 
stock banks 01 indigenous bankeis 

3183 It has been suggested that the Euiopean expoiteis and importers 
have the monopoly of India’s foreign tiade whilst the Indian merchants 
have now r the majoi pait of the business of the internal tiade and that 


345 


!by opening of inland branches, Exchange banks encourage foreign traders 
to compete with the Indian mei chants even m regard to this internal trade 
Have jou anything to say on this 9 — We do not agree \uth the statement 
We think that Indians are having mci easing part m the direct import 
and export business, and moieover the middleman has not been eliminated 

3184 We have specific instances about the operations of Japanese 
The statement which we have made applies also to the Japanese Exchange 
Banks What do you say on this point 9 — There are no Japanese banks 
upcountiy 

3185 We have been told that men fiom Japan financed by the 
-Japanese Exchange Banks have now extended their operations into the 
interior where they buy cotton from the producers or middleman This 
has driven out of haarket to that extent the Indians who have hitherto 
been doing that business? — You refer to Japanese connected with the 
hank or connected with the mercantile commumtj 9 

3186 Simply to the fact that they aie financed by the bank 

318? Sh Purshotamdas Tliahuidas Reference is particularly to the 
facilities given by the Japanese Ex'change Bank, the Yokohama Specie 
Bank, to Japanese cotton houses m Bombay whereby that bank 
allows the Japanese cotton house to diaw on it against the pui chase made 
by a Japanese exportei not in the recognised market but even m the waj- 
•side villages 9 — We have no particular information regarding this We 
know that Japanese firms are financed for cotton m godowns in Bombay 
by the Rational Bank or Japanese Bank How far they advance for the 
pui chase of these goods we do hot know 

3188 Are jou awate that the Japanese expoiter chaws a Demand Diaft 
■on the Yokohama Specie Bank against the pui chase 9 - — No, I am not aware 

3189 Supposing I tell you chat it was so, would this impression be 
iuitlrei strengthened? — We knew Indian meicliants do that class of 
business 

3190 Yes, Indian merchants bring cotton to mandi and then they 
sell tlieie Japanese export houses used to buy cotton in Bombay o” in 
any recognised market like, say, Akola Now they have opened their 
branches m the upcountry and there they buy cotton They then diaw 
on the Yokohama Specie Bank and the cotton' goes light through from the 
‘field practically to the consumei m Japan due to the assistance given 
by the Yokohama Specie Bank Can you say anything on this point 9 — 
We have no knowledge if the cotton is purchased by the Japanese m the 
upcountry If that is so, I think it is done as a special case but generally 
it is not done 

3191 Chairman Taking that individual case of that particular class 
of goods a statement has been made to us The same thing may happen 
m the case of foieign tradeis also What you told us is that theie was no 
special encoui agement given to the European traders But as regards 
these Japanese traders you knew nothing on the subiect This is a case 
winch has been biouglit to our notice by Bombay Indian merchants Mi 
Ingram also has no knowledge on the subject 

3192 Seth Hap Abdoola Haioon I want to bung to the notice of the 
•committee one fact that m Sind and the Punjab not only Japanese but 
European films do business not only m cotton but m what we call Kap.is. 
They hire ginning factories there and they do all the kind of piocess thou 
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Last yeai about 75 pei cent of business m cotton went awhy fiom the bands 
of Indians 

3193 Sn Purslotanutas Thahunlns But do llie banks give them similar 
faeiMics as mentioned to jou ]ust now 

Seth Hap Abdoola Haioon I do not know whethei they iceeive any 
facilities fiom llie Exchange banks oi fiom any otliei banks 

IVitucbs Thcic aic films like Italhs and Yoliaois who me not financed 
by banks The) do business with then own resouices 

3194 Chairman Who would finance them? Do you mean to sny Pudlis 
and Yolkarts would do? I take it the only souiee of finance is fchiough the 
Exchange banks? — Thev must be doing business with their own lesources 

3195 These aie obviously the ccmmodnies leaving the country. 
Because I also find a similar statement made in the memorandum sumrt- 
ted by the Indian Chamber of Commerce, Calcutta They say “Euiopeart 
export and impoit houses wuth then vast lesouices are competing veiy 
seriously with Indian films for this land of business” What is your 
knowledge? — I cannot say anything m the mnttei As fax as my knowledge 
goes, theie is no such evidence before us 

3196 Mi Khaii an May I remind you of the case of Messrs Landnle 
and Ciaike who now' go rnto the intenor and buy jute and have been in- 
cieavng their business? — Have they nob Gluons done so? 

3197. The feeling in Calcutta is that formerly about 25 per cent of 
this interior trade was done by the European firms and 75 per cent done 
by the Indians whereas now it is quite the ltveise Is it not? — I do not 
know anything on this question This information you can get from the 
Chambei not from the bank 

3198 Mr Ramdas PanUthi What do you say about the operations 
of the Imperial Tobacco Com pa m ? — I have no knowledge 

3199 Aie they financed b\ the Exchange banks? — I think the Imperial 
Tobacco Company most likely finances itself 

3200 Mr Manu Subcdar With regard to the case refen cd to by 
Mr Haroon, do you think it would be possible that the European firms 
are getting the money from the Exchange banks by way of previous 
arrangement of cash credit? — It would be possible 

3201 You have aheady stated that in the ease of cash credits no tangi- 
ble secunty is asked foi at the time when cash ciedits aie airanged Is it 
not? — 1+ is asked for 

3202 What is the kmd of security you ask for? — We ask for the com- 
modity particularly cotton 

3203 Is it not credit? — Let me explain to you that the cash credit 
when first granted is granted against cotton winch is going to be shipped 
The bank makes a stipulation for the submission of statements either 
monthly or fortnightly So there is a possibility of having tw o checks 

d^04 Cash credit is given against the promissory note Is it not?— ■ 
Promissory note is simply a legal document and that is a legal part of 
business 

3205 Then, the legal security would be the promissory note and the 
actual security would be the statement of goods submitted Is it not? — 
They originally gi\ e a bond coupled with the promissory note. 
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8206 When once the cash credit is gianted, one can draw to th© 
extent of the cash ciedit 'oath confidence 9 — He is not going to buy cotton 
to the full extent, of the cash credit 

3207 If the business is piofitable, i.e ma\ do so 9 — The secuuty against 
this cash credit, m am case, is in the possession of the bank Theie is a 
clause to the effect that the goods puichased by the film should be eii rouce 
to the godown oi the property of the hank 

j20S How are \ou going to anange about tlie tmgmned cotton 9 — Ko 
.Exchange bank Mould allow any cash eied t on ungmned cotton 

i 3209 So, the dealex will give m the statement of baled cotton But 
when they aie not baled then 9 — I do not think that cash ciedit Mould 
8,11cm* of the purchase of cotton in that state The banker may make a 
bond "m ith the buyer ‘ ' 1 ' 

i * l 

3210 I undeistand that certain firms leceive cash credit from the 
Exchange banks on r the 'consideration that those funds would go toM’aidp 
purchase of cotton Is it a fact 9 — I have no idea about it 

3211 Chairman You talk about the cash credit bond Am I to under- 
stand that Mhen the cash credit is given, the party receives cash credit- 
‘signs' the bond and deposits it with the Exchange bank 9 — Yes 

3232 Would you kindly favour us until a cop} of the form 9 — Yes I 

can give you the foim 

6213 Mi Khaitan Will you also be good enough to give us the“usual 
form ot monthly and foitmghtly statement 9 — There is no standardised 
form There aie varieties for forms 

You may give us those forms Can you 9 — Yes 

3214 Chairman You state that aftei the anival of goods m Tndia from 
foreign countries, considerable assistance is given to importers by the 
Exchange banks in the way of deliveries agatnst acceptance and on Trust 
.Receipt, or by means of loans on the goods to enable the relative bills 
ot exchange to be paid It has been stated that some time ago the 
Exchange banks abruptly and arbitrarily decided not to give partial deli- 
very of goods Will you kmdly tell us the circumstances m which such at 
decision was amved at and why previous notice of such a cjhange could 1 
not have been grven to the merchants' 1 — If was found that dunng the 
period of slump m 1921 the goods had to be held over until they were 
cleared The sistem of poitial deliveries was purely a temporary phase 
When the stocks were cleaicd m January 1928, the method of partial 
delivery was discontinued It was a war measure 

3235 Therefore, 3011 do not now give paitial delivery even on Tiust Re- 
ceipt Do you? — Actually we do not but if n r e have instructions from the- 
drawer M'e do Tiust Receipt is given bv the dealer when the goods are 
Minted by him and the goods are released on his undertaking to pay the bill. 
That is a different form, but the partial delivery is actually against the 
bill 

r 

3236 It has also been complained that when Exchange banks make 
alterations m tie lules of business with mei chants, the alterations are 
neither communicated to the merchants nor are they notified at least m* 
the office of the Exchange Banks’ Association Would you kmdly explain 
to the committee M'hat 30 m practice is in the matter 9 — When there are 
any changes m the rules, the merchants are more often communicated with* 
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tktougb their brokeis We have no objection to advertise, if the merchants 
■think that any changes m the rules should be so advertised 

3217 It has also boen suggested that; before making any alterations in 
•the ndes of piocedurc it may be useful to the Indian merchants, perhaps 
also English merchants if the Exchange Banks Association weie to con- 
sult the Ckambeis cf Commerce and cthei representatives of English and 
Indian merchants or brokers? — If thev aie so seiiou^ the Association will 
r b} happy to consult them 

3216 Therefore, you say that yotr have ho objection to circulate the 
^ules amohg the various ChamberSi Is it not? — Yes, those rules which 
offly affect the merchants 

3219 Sir Pvrshotamdas Thakurdas Can a merchant in Bombay ordi- 
narily dealing with Exchange banks get hold of these rules uptill now?— ■ 
Merchants have been informed that if there is an” question regarding the 
■ruling, we shall be able to give them a copy of the ruling 

3220 If my firm is dealing with an Exchange bonk and if the manager 
of the bank savs that a certain thing is agamBt the rule of the Association, 
my firm has to accept that word of the manager Do you think it is a 
■reasonable condition m which you put your clients? — Is there any rule 

that has been detrimental? 

3221 Yes, oheie arc many rules which aie detiimentol I do not under- 
stand why the Association should fight shy of giving a copy of their rules 
to tlieir clients in punt Very often you change yotu penalty clause and 
'nobody knows about it Is it not — I do not tbmlc there is any change m 
the penalty clause 

3222 Duung the last seven years you have either decicased it oi in- 
creased flow is it to be known by the other side? — You get the informa- 
tion from the biokeis 


3223 May I know if your Association would be prepared to sell the 
rules ehaigmg Bs 2 oi whatever price you ma/ fix? — No, I would bring this 
question at the lUcehng and decide about the circulation of ryjes which 
affect the busme=s ot the frrerchants But 1 may assure you that if there 
us any rule which affects business of the merchants, we have no idea to 
keep it seclet 


3224 Mr Bucklei / In Bombay I think the lules are not published 
But m Calcutta m view r of certain requests having been made foi a cbpv 
of the lules of busmoes, did we not some vears ago publish the rules? — - 
I have got a copy here also which was published in Calcutta 


3225 

—Yes 


That has been supplied to mei chants on application 


Is it not’ 


^° U place the copy on the table foi tire information of 

j These lules were published on the lutli of Novem- 

ber IvLc and have been brought up to dat * 

Sir Pwbhoiamclas Thahuidas May 1 know when it was last 
available?— In 192b 

3228 But theie have been many changes since Is it not? — Yes But 
] lave been. made available We have not sent them to the customers 
■but they have been made available for them 
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3229 But here is the lepresentative of Birla Brothers and he says 
that they have not received any copy r ‘ — T am quite certain that they have- 
never asked for it 

3230 Mr IChaitdn My point is how has anybody to know that you 
are making any changes m the lules? — The changes aie made only once- 
m six months oi so and those also are very small eftanges Those changes- 
aze immediate^ known to those concerned There was a change the 
othei day m connection with the penalties Because of the condition of 
the market, we have dispensed with this penalty of I/32nd I have men- 
tioned this change because it is the lasc change v e had m the rules 

3231 There was a complaint that m 1928 theie was a change m the- 
rules about partial deliveries and all outstanding contracts were treated by 
merchants as beirg governed by the provisions of their conti act Since 
1928 vou stop giving partial delivery? — I agiee that there was a change inr 
that connection So far as Calcutta is concerned we never had partial 
delivery 

"232 How aie ihe people to know about the changes? Whenever there- 
aie an\ changes, some propez arrangemen.s should be made to supply the 
copy (o merchants' 1 — T am quite willing to do so 

3233 Mr , Rush forth Brokers can always get copies of the inlet, fiom 
the table of the manager of the Chartered Bank or any other bank 

3234 Chairman You state that clean credit is not m the ordinary 
wav obtainable, but clean bills of approved parties may be negotiated by 
the banks Can you tell us whether theie aie such approved Indian parties- 
*'n the lists of the Exchange banks? — No Clean InUo are usually finance 
paper and are confined to the large British Houses whose paper as re- 
cognised and fully accepted m the London market As a rule they draw 
on firms at Home but there are no Indian firms who finance like this m this- 
country 

3235 In the case of English firms you do in that particular way; you- 
do not give them clean credit? — No 

3236 It has beeu pointed out by one Chamber that the penalty now 
charged bv the Exchange banks for the late completion of exchange con- 
tracts is very high Will you explain to the Committee the object of 
changing this penalty and whether you consider the penalty is capable of" 
reduction or abolition ? — The penalty which is charged is on the non-delivery 
of export bills The remedy for that would be the cancellation or the 
carrying forward of the contract. 

3237 Chairman Would I be correot in assuming that this arrange- 
ment. of charging thp penalty is really to ensure that the meichant is going 
to carry out his part of the contract? — A bank has always got to act up to 
its contract and m the same way its customers also have to do so The- 
onl\ thing is that the penalty is charged if at the end of the period of 
lus contract he is not able to abide by it owing to the late delivery of the- 
goods 

3238 Seth Hap Ahdoola Haroon Is this penalty alike both to Euro- 
peans and Indians? — Ceitamlv And we have not heard any Euiopean firm 
complaining about this penalty at alt 

3239 Chairman Is the system of penalty m vogue m other countries 
also ? — We cannot say 

3240 $ir Purshotamdas Thahurdas The complaint is not so much 
against the penalty by itself but to its being high? — It may be high, but our- 
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point of \iew ’s that the merchant has got a whole month before him to 
decide whether he can take up that contract or not 

3241 Chan man And is it a fact that the late of penalty charged bv 
the Exchange banks m Calcutta is more than that charged by banks in 
pomLay? — Yes 

o242 Is it possible for you to say why the Calcutta rate is higher than 
that of Bombay 9 — Wr cannot say why it is so In Bombay, tbe rate 19 
1 per cent over the Imperial Bank rate 

3243 My pom l is that if Bombay finds the penalty rate of 1 per, cent 
pver the Imperial Bank late a sufficient deterrent on the banks, why is it 
that Calcutta charges a highei rate for the same pui pose’ — So far as the 
question of expoit is concerned, because the delay will really mean a less 
of interest m London, the Bank of England rate 1 ^ taken into consideration 
When the Bank of England late is 0 pei cent , we don t consider the 
penaHv high at all 

3244 Mr Manu Subcdar Now that the discrepancy has been brought 
to your notice between the Bombay and Calcutta rates, would it be pos- 
sible for your Association to equalise the lates in the two places? — I think 
it is c matter for consideration 

3245 Chairman Would it be possible for youi Association to have the 
matter examined? — Certainly, it is a pomt well worth consideration 

3246 Mr Rushforth Am I right m saying that tbe penalty of l/32d 
a week as equivalent to about 10 per cent per annum Therefore 1/32 d. 
for a fortnight w ould be about 5 per cent per annum which is no penalty 
at all, rather an encouragement to the merchant to get cheap finance 
(Laughter) — We entirely agree 

8247 And may I add that in actual practice the penalty is very rarely 
exorcised 9 — 

3248 Sir Purshatamdas Thahurdas ’ On the otliei hand may I be cor- 
rect in saying that the penalty is invariably excused? — The penalty is 
■Almost invariably exercised •’ <> > > ' ! 1 

, 3249 Chairman You say r that the present methods of warehousing, are 
satisfactory. It has on the olhei hand been pointed out by one Chamlier 
that some of the terms on which the goods aie w r aiehoused by bonded ware- 
houses in Calcutta are very unfair to the merchants, that the banks have 
no security 01 guaiantee about the number of packages, stored or the weight 
of the goods, that the charges aie every high and the methods employed 
by the warehouses m taking and giving deliveiy of goods are verv dilatory 
Will you tell the Committee wdiat voui experience has been m this matter? 

Our expenencc m Calcutta is that the system of waiehousmg is perfectly 
satisfactory although there is a general complaint that the charges are a 
bit high, especiahv -n the case of those goods stored m the Port Trust 
warehouses As a matter of fact the Poit trust warehouses nic p.rcca- 
godovvns and the chaiges for them are no doubt a bit higher than those 
charged by the hacha ones m the city, but the fact is that the chaiges 
for up keep of the Poit trust warehouse including insurance of the goods 
stored m them are found to be so high (hat it is sometimes even found 
Impossible to make both ends meet 

3250 Sn Piushotamdas Thahurdas We hear these receipts aie 
corded something like this ‘alleged to be so ,many packages ’ Is that 
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•so? — We know exactly what goods are stoied in. them In all cases, one 
of the employees of the bank would personally see to the storage of goods 
m the godowns 

» ° 1 

o251 Mi Khaitan Would you not like the receipt issued by the bonded 

warehouses to be more clear and exphcit, instead of the vague expression 
‘said to contain so many packages’, etc I have not seen the wordmg 
myself quite cffiaily, but the membeis of my Chamber have complained 
about the vagueness of the receipt ? — It is a long time since I saw a receipt, 
myself, but I perfectly agiee that clearer the receipt the bettei will it be. 

8252 Chan man You have no idea how these leceipts aie woided } our- 
self? — No 

3258 You have referred to legal questions leaving the validity of Trust 
receipts and Letteis of Lien in doubt Can you explain what legal diffi- 
culties you refer to? Can you also suggest any remedies ? — We want that 
the stamp dutv should be legalised, and if these documents are misused, 
it should be madp a criminal offence 

3254 Sir Purshotamdas Thahurdas You say that the legal questions 
leave the validity of Trust receipts and Letters of Lien in doubt Have 
any cases, m which legal difficulties siose, ccrne to your notice? — 

0255 Mr Lamond Two cases aie already on lecoid One was, t 
think, brought by the National Bank of Ind 4 a and the othoi by the Inter- 
national Bank ' 

3256 Chairman Therefore, the modification of the lules in regaid to 
the stamp duty will by itself not solve the difficulty? — No We want that 
the bieacli of trust in regard to these Trust Beceipts should be made a 
criminal offence 

"*■ 3257 Sti Purshotamdas Thalcindas Do you think such a provision 

ryill be sufficient? — We think that will be sufficient At present we can 
make a civil claim, but if cnmmal liability is also enforced, then it will be 
a salutary provision • 

i 3258 Chan man You make some suggestions ffor legislation so 'as to 
give „the banker a leeognised pnoi hen over goods specified m the credit 
instruments used m tiade and add that that would help bankers and 
traders^ahke very much m the giving of ciedil, uncertainty m any shape or 
form being a hindianee •’Would you kindly explain a little more fully 'm 
what manner uncerl aipty anses m regard to existing documents?— The 
answei to this question has already been given in our answer to the previous 
question The modification that we "uggest in oin answei applies to this 
question also 

3259 You say that the Chamber would like to see the railway receipt 
universally recognised as an indisputable legal ‘title to the goods covered 
by the same I find fiom the Indian Sale of Goods Act of 1930, which 
has come into force from the 1st of July that a raihvay receipt has been 
included m the definition of documents of title to goods Does that not 
meet the point of your Association If not, W'ould you kmdly say what 
further steps you suggest should be taken ? — We Lave nothing more to 
suggest The present law which has legalised and made the railway receipt 
a document of title to goods is sufficient 

' 32fi0 You say that you are in favour pf audit and examination of bank 

accounts by examiners It appears to me from this and subsequent 
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answers that vou are perhaps thinking of the annual audit carried by audit- 
ois appointed" In the shareholders The question, however, refers to aa 
additional audu by special examiners appointed by an independent outside 
body Will you kmdly ‘date whether vou aie in favom of such audit also?' 

\y e we re thinking of only the annual audit We are not m favoui of any 

additional audit 

8261 Sir PuTshotamdas Thalturdas Are you definitely against an nddi- 
ticnal audit by an independent outside bodv i — Our idea is that there 
should not be too much of interference If the audit is arranged for satis* 
factorily, we do not consider another audit is necessary 

8262 You suggest the appointment of two independent auditors, one 
by the directots and the other by the shareholders You add that the 
object of their appointment is submission ot an absolutely authentic state- 
ment of the bank’s affans to its shaielioldeis May 1 take it that this 
object is not secured under the provisions of the existing law? — Our sug- 
gestion is that one auditor representing the directois and another represent- 
ing the shareh- ldeis Mould act as a gre.itei safely to the shareholders 
Such an arrangement would naturally leduce the possibility of the auditors- 
oveilooking or conniving with the management or the directors of the com- 
pany 

3263 But the present auditors are, m theory at any inte, appointed by 
the shareholders, arc they not? — Of com so, thev are, but after all there is 
only one auditor Unfortunately', because of this tlieie have been cases- 
where the auditois have been found to be guilty of more than neglect 
It is merely to reduce that risk that we have suggested the appointment 
cf two auditors one by the Management and the othei by the shareholders 
Practical^ this is the custom at home where in several cases, directors 
appoint one auditor and the shareholders also d'» likewise 

3264 Is that the general practice m England’ — I cannot say wbether 
lt is the general practice, but the National Bank has such a system in- 
vogue 

3265 Mr Manu Subedar What sort of audit have vou on the local 
accounts of the banks who are members of your association? — Some banks 
have their local accounts regularly audited but others do not In the 
case cf those banks who do not audit their accounts regularly, mspectors- 
from the home office are sent out from time to time and the reports of 
such inspectors are duly audited at home by the auditors 

3266 What would be the position with regard to the non-Bntish mem- 
bers of your association? — We cannot say 

3267 Do they audit their accounts m this country ? — We cannot say. 

3268 What would you suggest m the interests of the depositors m this 
country should be done with regard to the audit of the foreign banks operat- 
ing w this country 9 — Personally w'e don’t consider it necessary to stipulate 
any conditions at present 

3269 Would y 7 ou object to outside audit m the interests of the general 
pubhc? We would not favour the proposal, but at the same time we 
wouid not stand against it, if Government consider it necessary 

3270 Chairman You say that m the case of small banking concerns 
sumcient confidence might be given to depositors by the appointment by 
Government or some central financial authority of one auditor only. How 
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would you differentiate between small and large banking concerns for tins 
purpose ? — We tbmk tbat smaller institutions might find the tax of two 
auditors’ fees heavy 

3271 But youi object is to safeguaid the interests of the depositors? — 
Entuely. 

3272 Supposing the depositors, in order to safeguard their interests, in- 
sisted on the accounts of the bank being audited by an outside authority, 
would not that be a legitimate demand from their point of view? — Yes 
Apart from the fact that as a general principle we are opposed to any more 
interference than is necessary in the affairs of commercial b anks , there 
would be no objC^tioL. But we do not favour the increasing supervision 
bv Government or by any outside authority 

3273 Mr Manu Subedar At present India follows the policy of open 
door for anv bank in the world coming and establishing itself here There- 
fore not only the laigc institutions like the Charteied Bank or the National 
Bank, but even ‘-mall foreign banks can establish themselves m this 
country and can attract by the medium of brokers large amounts of 
deposits — Possibly, yes 

3274 Therefore, m the anterests of depositors in some weak institutions 
— perhaps not British, they may be Portuguese, they mav he Japanese or 
any other nationality — do you not think that some kind ot check by Gov- 
ernment will be a salutary thing’ — Yes, it would 

3275 Sir Purshotamdas Thakurdas What are the requirements of 
other countries regarding banks woxkiug there? — I have no information 

3270 Is there any such requirement by law that the Government have 
the right to have the accounts of banks audited? — I do not know (Mr, 
Ingram) There is no compulsion in Japan , they have their own banking 
inspectors 

3277 Mr Manu Subedar Have they full freedom foi raising the 
deposits? — Yes 

3278 Sir Puisholamdas Thahurdas I wish to put to you the other 
pomt of view The history 1 ' of some of the banks that have gone down 
shows that the auditors did not do their duty satisfactorily. If it is con- 
sidered necessary m order to mspne confidence m the investing public, 
would the Exchange banks have any objection to such an audit by 
inspectors or exammeis of accounts appointed by Government •* — If they 
are appointed by Government, the Exchange hanks would have to comply. 
They would no doubt have to fall m with the rest 

3279 Chairman It has been suggested that there should be a Gov- 
ernment Controller of banks m each province whose functions snouid be 
to exercise supervision over the working of joint stock hanks including 
British and foreign banks Will you give us your views on this suggestion? 
I take it your answer is that you do not like this in the case of Exchange 
banks but when it becomes the law of the land, you would have nc 
object on ? — That is so 

3280 Mr Buckley In other words, Mr Cook whatever Government 
may prescribe for banking as a whole m India, Exchange banks would 
be perfectly willing to subscribe to it?— I am sure they would 

vol HI. * 
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32S1 You do not advocate any exemption on behalf of Exchange banks £ 
— No, certainly not 

3282 Chairman You suggest that a company should not be ^Hcwed 
to call itself a bank unless it is registered under the Indian Companies 
Act and has an authonsed and fully paid up capital of at least Es 5 lakhs 
•Would yap kindly explain to the Committee your reasons for fixing the 
rpnmipm limit fit Es 6 lakhs ? You do not consider that any smaller pu,d- 
up papitpl is spfp fop institutions which advertise themselves as banks 
and take deposits?— No 

3283 Not even the small institutions at outside mofussil stations 0 — 
As a matter of fact we do not think that institutions which cannot employ 
say, Es 5 lakhs, should be classified as banks 

3284 It has been suggested that there is at piesent no protection to 
depositor m India who deposit their money with foreign banks and that 
it is necessary to legislate foi the foreign banks making a deposit with the 
Government either with reference to the number of their branches or with 
refeience to tlieir liabilities to the public m India, the deposit being ear- 
marked foi satisfying the bank's creditors in India Would you kindly tdl 
the Committee what your views me on this point? — We do not think that 
would be feasible 

3285 Why? — Well, it is very difficult to arrive at a figure which would 
be a f.nr proportion Further I do not see how anj thing lodged m this 
country of a business institution could be earmarked for qny particular 
deposits, them are no prpfeiential deposits Any assets which tfie foreign 
banks nave must come into the general wmdmg-up of the concern 

3286 So you do not consider that to be a practical proposition? — No 

3287 Sir Pursjiatamdas Thahurtfas Do you really tbink it would be 
so unfeasible as all that? — I do really 

32S8 Supposing that a bank has taken 40 lakhs as deposits and has 
advanced 33 lakhs against goods m godowns, the local branch in India 
is quite solvent, then all of a sudden they find that they have made a loss 
somewhere, as a consequence they close then doors In that case would 
not a pioyision like that indicated in the Chairman's question piotect the 
local depositois, and would it not be a fair thing to the depositors to realise 
the bank’s assets and to distribute them pro rata among the depositors 
who trusted that bank? — The question will then arise what figure aie you 
going to prescribe? The extent of the bank's operations in this country 
will vaiy considerably from time to tune and from season to season I 
leallv do not know what form it could take oi how m international law 
it could ever be possible to determine the proportion of the assets of any 
foreign bank in any particular pountiy to be earmarked 

3289 If m the license which the countiy gave to the foreign bank to 
work m it, this were made a condition, I am told that it would be good 
m law, and it has been suggested that where non-Indian banks domiciled 
outside, draw as much as 70 to 75 crores as deposits, it is the duty of 
the Government of the country to protect then* depositois against any 
such unforeseen losses What objection can you, as a representative of 
the Exchange banks, have to the law of the country saying that whatever 
assets the bank has m the country shall be collected and distributed pro 
rata among the depositois? — I would have no objection, but mv opinion 
is that it is not workable 
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3290 Chan man You say that you aye not in favoui of limiting by 
legislation 01 otherwise the sphere of operations of any class of bank as 
any such attempt would retaid the free and healthy development of trade 
It has howevei been suggested that as far as India is concerned no develop- 
ment of trade can be considered healthy which leads to the transfer of 
the trade from Indian to non-Indian hands Would you favour the Com- 
mittee w'ltb your views on this suggestion? — We contend that Indians get 
the same consideration from the banks at piesent here as do other nationals 
and that actually they are doing moie and more of the dnect foieign tiade 
Any Imitation by legislation on their freedom of action would tnerefore 
hamper business and benefit no one 

3291 You" see no objection to p license being required when a foreign 
bank commences business m India, as a safe-guaid against opening of 
blanches by banks of doubtful stability It has been suggested that this 
system of license is also useful from the point of view of seeming some 
conti ol for the Government over the operations of foreign banking concerns 
with reference to the interests of the nationals of the country What are 
your v-ews on this suggestion’ — We see no objection to a license We 
presume that phe idea of a license is to ensure banks who aie incorporated 
abioad lendenng the same accounts as banks incorporated m India under 
the Companies Act of 1913 Some of the Exchange banks have been m 
th.s eoijptiy for many years doing most useful work by developing ti ado 
You will excuse me if I enter into a personal mattei The Chartered 
Bamr have been heie since 1853 The Mercantile Bank is the successor 
to the old Chartered Bank of Asia founded in London m 1853 and the 
Mercantile Bank of India, Lpndon and China staited m Bombay m 1853 
The National Bank of India was founded in Calcutta m 1863 as a lupee 
company Pour out of the 7 directors were Bengalis These facts I may 
say I got from the Bengal Provincial Banking Enquny Committee’s 
Bepoit In 1867 the head office of the Bank w r as transferred t.o London 
and the capital was made m sterling And I wish to point out this that 
it is of great intei est m the present discussion to think that an Indian bank 
which at that time had a majority of Indian directois realised that it v as 
advisable m the interests of itself to transfer its head office to the conti al 
market of exchange, and in this way we feel that the Exchange banks 
whicu Lave had this long history of service to the country should not be. 
as has been suggested by some of the other things which have appealed 
m the papei, penalised as foreign banks, but at the same time we are quite 
suie that they would be willing to agiee to anv license that Government 
might considei necessary foi the safeguard of Indian depositors, piovided 
that they worked m complete_ equality with all other joint stock banking 
concerns woilnn^ m this country 

3292 Mr Manu Subedar You said just now that you would hive no 
objection to the Exchange banks giving particulars of their accounts m 
the sarpe form m which the other jqint stock banks did? — I can sav that 
the Eychangp banks are perfectly willing to agree to any license which 
Govornrpent rpay prescribe 

3293 Chairman Youi point, as I understand it, is this* that if the 
Government of the country considered that a hcense was requued from 
every bank m the country whether it was an Indian joint stock bank or 
whethei it was a foieign bank, and if one of the conditions attaching to 
the hcehsc w r as the presentation to Government of accounts m a prescubed 

y 2 
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form }oux view is that the Exchange banks will not object to that license. 
Am I* correct? — Yes If the Government of India made a general rule 
that eveij, bank operating m this country, be it Indian or foreign wjuld 
have to take out a license and if one of the conditions was that it must 
piesent its accounts to the Government m a prescribed form, I would not- 
objeot to that 

3204 Mr Manu Subcdar Do jou think it feasible for the Exchange 
banks to give a statement of their Indian business isolated from the 
accounts of the othei branches m the world? — Yes It Mould of course 
ue pc ssiblc in the published statement or the balance sheet 

3295 You mean in the statement that you will have to submit under 
the conditions m the license? — Yes, it w T ould of course be possible Though 
the banks would prefer not to make such a return, they would have to 

32'jO Dr Hydcr You just now' said that the Chartered Bank was 
founded m India in 1853, m\ information is that it was not founded till 
aftei the Indian Mutam , it was started m India m 1858 9 — I collected all 
the fact' fiom the Bepoit of the Bengal Committee (Laughter) 

3297 Chairman You say that when once o license lias been given there 
will be no question of subsequent cancellation b\ anj, authonty ro long 
as 't complies with the law, as anv such restrictions' will hamper the 
deielopment of tiade Would \ou kmdl) explain to what law \ou are 
referring ? I think vou are referring to the law of the land or to anv other 
legislation that may be passed prescribing the license? — Yes 

3298 If an enactment is passed that ever\ bank operating m 'he country 
should get itself licensed and be governed by certain legulations, would 
you have any objection to the Exchange banks being licensed accordingly 
on the understanding tliat so long as tbe\ comply with the piousion oi 
the law, the license will be lenew'ed fiom time to time 9 I think jour 
a ns ei is m the affirmative 9 — Yes 

3299 Would iou not lea\e the question whether the cancellation of 
the license w'ould hamper the development of trade or not to be decided 
by the Government of the country 9 Your answer to that is i es 9 — Yes 

3300 You see no objection to the proposal that banks should keep a 
minimum deposit of 5 pei cent of demand liabilities with the Central 
Financial Authority or its Agent Bank, provided that the option is given 
of keeping this deposit either m cash or Indian Government securities 
Would not the deposit in securities take aw ay the advantages of a centralis- 
ed leserve 9 — If this question refers to money lodged to form part of the 
funds of a Heseive Bank, the answei is yes But if it refers to a pro- 
poitionaffi deposit with the Central Financial Authority as security for 
depositors, then we see no reason why such deposits should not be >n tlie 
form of Government securities 

3301 Chairman It has been stated before the Committee that the 
resources of foreign Exchange banks m India are mote than ample hr 
financing the foreign tiade of the country and that some portion of the 
deposits received from the public m India by the Exchange banks is utilised 
for financing tiade and industry of foreign countries Would you kindly 
tell the Committee how far this statement is correct? — We do not consider 
that it is correct Our experience is that banks are more often oveidiawn 
m London and that it is more common for banks to diaw their money 
fiom London than it is to send any of their money fiom India to London 
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3302 It has been alleged that foreign Exchange banks look down with 
prejudice upon the indigenous banks under Indian management Has 
your Association or has any one of you individually heard such a com- 
plaint befoie 9 Have you any facts and figures to lebut this allegation 9 — 
We have no facts and figures to lebut this allegation which we have onb; 
iheaul fiom outside people oi seen in articles m newspapeis, etc We have 
no evidence of it and I am quite sure it is not true 

3303 It has also been alleged that the foieign Exchange banks do not 
•lend money to Indian joint stock banks without security although they do 
iaige lending business among themselves on credit Have you anything 
to saj m legaid to this statement? Can \ou thiow any light on the 
•existing relations between the Exchange banks and the Indian banks 9 — 
I vould prefer not to answei the question 

3304 Not even m camcm 9 — That I will 

3805 It has further been alleged that on healing any and every lumoui 
.a fleeting a bank, foreign Exchange banks withdraw ciedit facilities m the 
mattei of purchase of drafts and telegraphic transfers, t even though it may be 
a first class indigenous bank Have you any observation to make in legard 
to this statement? Heie too, if you prefei to answ T ei the question in 
•camera, I shall have it transferred to that part — Yes 

3300 Heie are two questions refenmg to specific instances and these 
were given to us, not in cam cut, but m open meeting It has been com- 
plained by the Indian Mei chants Chambci, Bombay, that while the 
loreign Exchange banks are willing and ready to help foieign films, they do 
a^t affoid similar assistance to Indian firms An instance was quoted 
while an Exchange bank insisted on having an initial deposit with an 
Indian firm which. ivanted to do foreign business with a Japanese firm It 
was found that the goods foi which deposit w r as made by the Indian film 
were delayed, that the Indian film theieupon refused to take delivery of 
the goods but that the Exchange bank insisted that the Indian film should 
take dehveiy of the goods The matter was taken to a court of law and 
it was ultimately decided that the Indian firm need not take delivery of 
the goods and that the Exchange bank should refund the amount taken 
from the Indian firm The bank m the meantime filed a countei claim 
-against; the Indian firm for the balance due on the imported goods, though 
latei on they weie advised to withdiaw the suit The Indian firm had 
also a decree against the foieign firm While the Exchange bank was 
willing to help the foreign firm to get payment for the goods which the 
Ind’an firm was not bound to take, the same bank was found unwilling to 
help tire Indian fiim to get satisfaction for its decree against the foie’gn 
firm although the agent of the foreign firm came to India and the bank 
•could have helped the Indian film by helpful intei vention Have vou 
•anything to say m legaid to this attitude of the Exchange banks? — My 
opinion is that m the absence of full details of this case it would hardly 
be possible to pass an opmion We should be surprised if a bank took sides 
against any one part} 

3307 Then your point would be that the Committee, if it wanted to 
do so, might refer the matter to the Yokohama Bank, giving them full 
details and find out from them the other side of the case? — Yes 

3308 It has been suggested that some of the foreign Exchange banks 
exercise a good deal of pressure on merchants to carry their insurance nsk 
with non-Indian firms and that policies of Indian insurance companies 
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could hardly interfeie without in some way giving a guarantee that their 
examination and inspection is satisfactory It must surely be left to the 
public to decide that question 

3311 I was talking of an outside authority , but let us assume that the 
Chambers of Commerce, British and Indian, foimed themselves into this 
outside authority) what -would } r ou say to the possibility of such an arrange- 
ment? — It seems to me that it would be very difficult to lefet to a partieUlai 
htimbur o£ insuiance companies 

3312 A specific case was given to Us It was that Messrs Curumbhoy 
and Sons, one of the leading impoiteis m Bombay, Used to msuie then 
exports with the Vulcan Insurance Company The Lloyds Bank -with 
whom the firm had dealings said that they would place a limit of Bs 4 
lakhs as the maximum amount which could be insured with the Vulcan 
Insurance Com^atiy? — It seems to me that the limi t of Bs. 4 lakhs is 
quite a generous one, if it is limit for one particular firm’s insurance with 
that company One could not agree to ad libitum insurance policies from 
ahy one him You will have to take from 10 or 20 firms (Mr Ingram . 

I have further mfoimation which I would like to furnish m camera ) 

3313 You would like then to go into the matter in camei a 0 — Yes, 
the mattei is confidential so fai as I am concerned 

3314 Sir Purshotamdas Thahurdas You very frankly told us the 
difficulty of the Exchange banks xegaidmg msurance with Indian msuianee 
Companies and stated that you find it difficult to go past the older companies. 
It is i, difficulty \\ Inch I fully leafize At the same time one has to 
leahse the natuial bspnation of the Indian people foi insurance companies 
to be built up m this land Is it not a very natural and justifiable 
aspiration 9 — That is so 

3315 Ho" r do vou leconcile that with the difficulty of the Exchange 
banks 0 — I w r as talking of goods which the Exchange banks themselves 
have to msuie m tins country, c g , their premises and stocks but actually 
in my experience most of the stocks are insured by the merchants them- 
selves and veiy laigely m Indian companies 

3316 We are thinking hioie of what belongs to the client, not what 
belongs to the bank? — What belongs to the client is very largely insured 
by the client and not by the bank 

3317 The difficulty is about what belongs to the firm and what the 
fitra has sold on their credit Some Exchange banks say that they would 
not accept the insurance policy of such and such Indian company In it 
not a real difficulty? — We thoroughly appreciate that, but at the same time 
we cannot really say today that there can be any binding on the part of 
any bank to accept a paiticular company We are thoroughly sympathetic 
m eveiy way, but to bind ourselves and agree that any authority should 
be able to say that 10 companies are good and that every bank would 
have to accept the policies of these companies wnthout knoweng in the 
shghesl degree the position of these companies w r ould be a senous thing 

3318 Do you not see that the foreign exchange busmess is today re- 
stricted to the members of your Association foi: all piactical pui poses, or 
if T may use an expression which has been repeated by other witnesses. 
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that the financing of the import and export business is the monopoly of 
the Exchange banks’ — Yes 

3319 Your members take up the attitude that they will follow an 
ultia-conseivative policy regarding msuiance companies and their selec- 
tion ana you would leally have a clash between youi members and the 
Indian commercial community? — May I make it clear that when 1 made 
that lemark about our having been closely connected with the older com- 
panies, it was made entnely without connecting it with the expoit trade 
I did not mean that at all So far as actual choosmg of insurance companies 
is concerned, the piopositions aie put up before banks 

3320 I have a file heie contaimng correspondence between Indian 
msuiance companies and Exchange banks which is not very eneouiagmg 
and if I had the time, I would read out to you certain papeis which would 
show that not a very sympathetic or reasonable attitude has been taken 
by some banks for reasons which we need not go into I put it to you 
that if my firm ship goods worth £10,000 and sell the bill to you, it is not 
for you, who buy my bills on the goods and on my credit, to dictate to me 
what company I am to insure in There may be vague prejudices regardmg 
some msuiance companies not being so very sound and others being quite 
sound, but during the last ten years there has not been a single Indian 
insurance company which has let down its customers You, I am afraid, 
create a good deal of antagonism among the Indian commeicial public by 
raising this question legaidmg insurance You are quite light when you 
say that you cannot agree to somebody else deciding for you, but vhat 
the Indian commercial community feel is that you have the monopoly 
of the export and import trade and you should not enjoy the right of saying 
that you shall not insure with Indian insurance companies A solution 
has to be found for this and one of the suggestions is -what the Chairman 
put to you, namely that two lepiesentatives of your Association and two 
representatives of the commeicial community or as many as you like, sit 
down and decide as to what shall be the standard which would be good 
enough foi you to accept’ — We think it would be quite a good suggestion 

3321 Mi Manu Subedar You said that banks were m close associa- 
tion for many yeais with certam well established insurance compames and 
it was but natuial that they should go to these concerns I would give 
you an instance v. here an insurance cdmpany established, not m England, 
but m Java, came heie and got absolutely full fieedom with the exchange 
banks, and another insurance company established m Calcutta, but under 
European auspices, got full facilities which Indian insurance compames of 
first class standing do not get Would you call that prejudice oi anything 
else’ — We cannot admit prejudice, but it may be that we have not gone 
sufficiently far into the standing of companies, because we have not been 
sufficiently pressed to do so There are no hard and fast standards to our 
knowledge, and there is no prejudice because a company happens to be 
Indian 

3322 Chairman, Your point is that there was no delibeiate prejudice 
m the cases leferred to, but owing to misunderstandings, or whatever it 
may be, things turned out ^o, that it appears that there was a prejudice? — 
My point is that we are a very conservative people and take a long <ame 
to change our way's If you press hard enough, wc piobably will 

3323 We shall leave it at that' 
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3324 Mr Manu Subedar The prejudice has not broken down wth 
regard to Indian companies Have the policies of Indian insurance com- 
panies been accepted by Exchange banks without question ’ — Indian m- 
suiance policies have been admitted 

3325 I know frequent instances wheie they have been rejected’ — Pio- 
bably in a letter of credit issued which is in a form which has existed for 
50 oi 60 yeais where it says that insurance must be effected with such and 
such insurance company That existed befoie anj Indian insurance com- 
pany came into being, and if there was anj' prejudice, it was duected 
against the insurance company of which we know very little 

3326 Do you suggest then that the passing ovei of Indian companies 
w as m some cases due to the wishes of Exchange banks ’ — It w as due to 
the terms of a lettei of credit which (might have been modified In one 
/instance when I was appioached by an Indian shipper, I wrote Home saying 
that this letter of credit stipulated insurance with a particulai company 
but I would like to see it modified id favour of an Indian company about 
wdiose standing w r e were quite satisfied and by letum of post, this was 
agreed to 

3327 Chairman- It has been suggested by one impoitant Chamber of 
' Coimmeiee that the cost of management in banks could be reduced by 

Indiamsation of the staff and the Chamber lias also admitted that the 
reduction of the cost of management would be i effected m lowei rates on 
loans given to their clients Would you kindly tell the Committee whether 
you are taking any steps m this direction’ — We have got no schemes ■"one 
so fai as I know, similar to that of the Imperial Bank for Indiamsation 
of the staff Of couise we are actually influenced by having a head office 
m London, but we are sympathetic to the extent that we give the best 
tiaming to the boys on our staff, give them every encouragement, and we 
subsenbe to the Institute of Bankers for the better education of the youth 
•of the country 

3328 Then it comes to this, you show them plenty of sympathy, but 
you do not give them any jobs? — We employ quite a numbei of them and 
we are watching the success of the Imperial Bank scheme with a great 
amount of intei est 

3329 Do you not think that it would be m the intei est of both the 
Exchange banks and of India if you followed at least to some extent the 
scheme started by the Imperial Bank and made a beginning m the sabne 
duection’ — The Imperial Bank scheme is experimental 

3330 The experiment has proceeded now long enough, so fai as I 
know Do you not think it is time for your Association to knake a move 
in that direction? — We are not the head offices of our banks 

3331 You might think of putting the suggestion to jour head office 
in London that the time has come when Exchange banks m India might 
follow the path of the Imperial Bank and perhaps make a beginning m 
the same direction? — We are sympathetic as vou know The difficulty 
arises m this way the youth who is employed m, say, the Charteied Bank, 
has to give an agreement to serve m any part of the world to which he is 
sent We have men m oui service who have never seen India Eirst a man 
■would probably be in Borneo, secondly in the Dutch East Indies, thirdly 
m China and fourthly Yokahama The point is that we should get men 
who would observe all the conditions of the service 
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3332 Supposing you do not observe the condition of liability of 
transfei from India, would that really operate to the detriment of the 
bank’ So fai as I am aware, a large number of employees of these 
Exchange banks have spent the whole of their service m India’ — I do not 
think so Some have put in a considerable number of years The whole 
pimciple of the education of the youth m service is to give them such 
experience 

3333 That, you say, is a consideration which operates against vour 
following the footsteps of the Imperial Bank’ — I do not say that, hot 
it might be an obstacle m the way of enlistment , we might not get the 
boys willing to serve m any country other than India 

3334 But no attempt has been made so far’ — No 

3335 Sir Purshotamdas Thalcurdas Why do you take it that ydu 'vill’ 
not get boys’ — We do not take it I know from (my own experience that 
theie is an Indian boy serving m one of the Exchange banks m London 
at the moment undergoing tiaming 

3336 Theiefore you have not even tried or enquired whether you could 
get young lads who would go to those far off places’ — Theie is no scheme 

3337 But you have not made any eftort’ — As I said, we have one hoy 
m the seiviee of the Chartered Bank 

3338 Is not one lathei too small after 75 years’ existence? — We have 
tc make a beginning with one 

3839 When will the time come when you w ill hav e a hundred Indian 
bovs’ — With the mcieased facilities that education gives, it should be 
possible 

3340 Mi Eushjorth Mi Cook, I do not know if you aie aware 
oi the fact that m Calcutta an attempt has been made by an Exchange 
bank to keep down the Euiopean staff and employ moie Indians in lnghei 
posts I am not making this statement on behalf of the bank but I thought 
it would be of mteiest to the committee 

3341 Chan man It has been biought to the notice of this committee 
that the Boaid of Tiade m England have certain regulations which provide 
foi the appointment of a ceitam percentage of Butishcrs m non-Biitish 
Companies established and operating m Butam Aie you aware of These 
legulations and would you kindly tell the committee how you would view 
a piovision of this sort in legard to the staff of the foreign banks operating 
in India 9 — That paiticulai item lefers to the Board of Trade regulations 
existing at Home and was biought into force to do away with unemploy- 
ment That pfovides for employment to a certain number of Britishers 
I do not know ubat is the percentage, but certain percentage they take 
fiom Lohdon and the otheis fiom Germany cr whatever country they 
come from The clerks aie chosen even from boys and sweepers on the 
roads m London But the executive is not mterfeied with 

3342 Dr Hr/der What is the piacticc of Australian banks operating 
m London’ — Thfev would employ Bntish labour to a gieat extent, because 
that would save the cost of importing labour from Australia There 's n~ 
comparison between that and continental films There is ail enormous 
distinction between continental Aims fiom Gerlrnany and Eranee and the 
firm from Australia 



3343 I have received certain suggestions from vanous quarters whose 
object ’S to improve to India’s advantage the piesent airangements foi 
financing India’s foieign trade and I should like to have your views on 
them I shall first deal with the expoit trade Aim I light in assuming 
that when an exporter m India sells to A foieign buyer, the foreign buyer 
is required to open a credit with his bank, that the Indian shipper draws 
a draft on the foreign buyer’s bank and that this draft is geneially a three 
months’ sight D A diaft which falls due for payment three months after 
the diaft is presented to and accepted by the foieign buyers’ bank though 
the documents or goods aie realised as soon as the draft m question is 
accepted by the foreign buyei’s bank? — Yes 

3344 Am I correct m assuming that these bills aie drawn m sterling 
and purchased by the Exchange banks m India at then buying iate for 
three months’ sight bills’ — Yes 

3345 Sneaking broadly this buying rate of banks allows for mteiest 
for the period of tiansit of the bill frdm India to London and for the period 
of usance mentioned m the draft namelv three months Is it so’ — Yes 

3346 Am I collect m assuming that the Indian expoiter is supposed 
to get the value of his pioduce only aftei the period of three months plus 
the transit period of the bill and if he wants to get the value immediately 
aftei ship(ment, he has to pay mteiest for this penod’ — Yes 

3347 Now, yoii know m Amenea the airangements for financing their 
expbrt trade was somewhat similai, but that aftei the establishment of the 
Federal Beseive system the use of dollar expoit letter of credit was deve- 
loped Would it be possible and advantageous foi a buyer to open a nrpee 
credit and payment foi the pioduce expoited made bv a lupee bill’ — Do 
you suggest that a buyer will open a lupee credit and thereafter will make 
pajment foi the produce expoited’ Whatever it may oe, it would no<> 
make the slightest difference 

3348 Can yOu tell me whethei that v r oiild operate to increase India’s 
export tiade’ — No, as I have said, wdrethei you diaw m lupee or m any 
othei buiieiicy, it makes no difference 

3349 Coming to the question of the import tiade, am I coirect m 
assuming that when the Indian importer imports foreign merchandise, he 
lias to open a credit iff favour of the foreign expoiter with one of the 
Exchange banks here? — Yes 

3350 Am I conect m assuming that though ciedit is opened by 
Exchange banks m India m favour of the foieign exportei, as a mattei of 
piactice the foieign exportei diaws a diaft only on the Indian importer and 
not on the Exchange banks’ — That is so In legaid to the pievious ques- 
tion I may coirect my reply b;y saying that the bulk of the impoit tiade 
is dbne without credit 

3351 Can you tell me what this practice is due to and why Exchange 
banks do not allows foieign exporters to draw on thefm instead of on the 
Indian importei ’ — It is not customary to do so The numbei of bills for 
the import trade is very laige and they are for very small sums 

3352 I take it that these bills aie generally diawn m steilmg Is it 
not ’ — Yes 

3353 Am I conect m assuming that these bills are payable ov the 
Indian importer with interest from the date of the bills to the appioxmiate 
dates of anlval of the proceeds of the bills m London’ — Yes 
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3354 I suppose that the interest clause anse* from the fact that the 
Exchange banks in London pay these foreign exporters m sterling as soon 
ac the shipping documents are handed over to them and they have to 
reimburse themselves foi the cost of the money for the period from th' 
date on which they part with it m London to the date on which the\ are 
able to get it back m London Is it not’ — Yes 

3355 Whatever may be the leason foi tins charging of interest, dues 

it not lead to this difference between the position of the Indian exporter 
, a nd that of the foreign expoiter that while the Indian exporter bears 
the interest charges in the case of Indian exports, as shown ]ust now, the 
foreign exportei is paid ilmmediately the shipping documents are ready and 
passes on the interest charges to the Indian importer? — No, I do not think 
so It is a question between buyer and seller < 

3356 Sir Pui shotamdas Thalcurdas It is paid from the Indians’ 
pocket, whether it comes from the buyer’s pocket or not is not the question 

£357 Glian man I do not think there is any doubt in regard to interest 
I was of course not referring to its incidence As legards the latter point, 
my next question makes it cleai May I take it that this difference is 
adjusted in the price which the foreign exporter and the Indian exporter 
charge the Indian buyer and the foreign buyei respectively’ — I do not 
know exactly but that is my view 

3358 Supposing an Indian importer also insists that the foreign exporter 
should diaw on him lupee bills just as the Indian expoiter draws sterling 
bills on the foreign importei, would the Exchange banks have any objec- 
tion’ — In sterling bills the banks are able to get bettei maigm whereas 
in rupee bills they aie not Besides, the exchange rate will be fixed m 
London If the bills wall come m rupee, then theie is no question of 
exchange at all 

3359 It has been suggested that the introduction of such rupee bills 
would cieate a discount market m Indi i winch would be useful for short- 
term investment by banks m India, including the Reserve Bank May 
I have y our views on this suggestion’ — The bulk of the bills that are 
coming out heie are fairly small and the acceptances aie also small, so 
there is not great chance of cieating a discount market 

3360 I understand that w r hen the foreign expoitei diaws a diaft on the 
Indian importer, say, foi £5,000 and the draft is held by an Exchange 
bank in India for collection, the Indian importei has to pay that bank m 
rupees at that bank’s late for demand diafts and that the Indian importer 
is not allowed to pay it either bv demand draft ot another Exchange bank 
oi by his own cheque on London on his agent Would you kindly tell the 
committee the reasons foi Exchange banks not allowing payment in the 
two alternative ways mentioned by me’ — So far as Calcutta is concerned 
an importer can have a T T ancl no charge by the bank is included for 
the T T In Bombay they do B C business on a demand basis and there- 
fore this trouble arises In Calcutta it does not arise 

3361 Sir Pui shotamdas Thahurdas "What about Madras? — I have no 
information about Madras But we do not accept demand draft m 
Calcutta In Bombay the banks may not accept drafts of othei banks 
The reason is that there is much jobbing in exchange 

8362 Supposing some body savs that ho can give the bank £5,000 in 
London, I understand the bank does not accept Why is it so’ — I do not 
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know why they should not accept There is no reason why the bank 
should refuse to accept 

3363 This is an actual case I know of? — But I do not consider it 
reasonable to do so 

3364 In this particular case it was necessary for the man to get out 
his money from London to India and again to rem?t it from here Do you 
think that the Exchange Banks’ Association will go so far as to make it a 
rule that the banks ivould be bound to accept such a transaction? — I am 
afra>d theie is nothing which we can do m the matter Each bank may 
have their personal view' 

3365 Theie is no appeal over these banks’ decision Whatevei the 
manager saj s is a law Is it not ’ — We w r ould have however discussed the 
question in our Association, if it was put before us It would have been 
a veiy interesting question for discussion 

3366 Therefore I take it fiom you that youi view is that the man 
is entitled to undertake to pay the amount m London Is it not? — Yes 
They have no right to refuse it 

3367 Bo you know r of any othei country m the woild wheie its own 
nationals pay mteiest on both impoits and exports? — That is the general 
practice woth legard to all counties m the Ear East, such as, Japan, Java, 
China and other places 

3368 Seth Haji Abdoola Haroon Eiom my owm expenence of tiade 
with foreign countries I find that it is more profitable to diaw out bills in> 
steilmg rather than lupee 

3369 Chairman, It has been brought to anj notice that the Indian 
importer has got a minor grievance that when a diaft on him comes 
through an Exchange bank, be merely gets a clnt advising him that the 
diaft has come and that he has himself to go to the bank and examine the 
documents I understand that the custom m western countries is for* 
the bank to post such documents to the drawee Have you 'got anything 
to say m regard to the practice m India and whether the convenience of 
the importer cannot be taken into account as m western countries ’ — I' can 
say that it is quite impracticable to send out our drafts for acceptance as 
at home owong to enormous amount of difficulties People at home are 
quite alive to such things and every firm has got a responsible clerk who 
attends to such things leadily But here in this country what we find 
is that when we send round the small bills wuth documents attached for 
acceptance, we find the party only after 5 or 6 visits 

3370 Sir Purshotamdas Thalcurdas One may reconcile one’s self to 
youi statement with regard to petty Indian cmeichants and dealers But 
would that apply to big merchants for example, m Olive Street, Cal- 
cutta, or the Eoit, Bombay? — With regard to bigger dealers, the question 
is not the same, hut the general practice is not tc send out these bills 

3371 Mav I take it then that the Exchange banks would have no objec- 
' tion to send the bills to the big Indian dealers, as those referred to above, 

to their respective business places’ — We won’t have any objection whatso- 
ever Of course, the difficulty would be how to draw the line of demarca- 
tion as to whom this distinction should he shown 

3372 The whole point is that theie should be no racial discrimination 
m regard to this matter I am told that you send out hills to your 
European customers while your Indian customers, however high they may 
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be placed m business status, do not get the same advantage but aie asked 
to go to the banks for tbeir bills Is that so? — If that is so, I should f hmk 
that the European films that are being treated as such might have asked 
for the privilege, and as for others, they might not have asked for the. 
concession at all That might be the only differenpe There is no question 
of racial feeling at all m this If such things are biought to the notice 
of the Exchange banks, they would be remedied 

3373 Cjiaipnan In connection with these import and export bills, 
would you kindly tell the Committee whether the Exchange banks have, 
taken advantage of the quicker communications by Air Mail and whether 
the saving of interest charges for a week or so rendered possible by the 
quicker communications has been passed on to the trading community? — 
In the first place, we have not yp£ really recognised the Air Mail But 
after all there is not much difference It is omy a question of a few days 
so far as places like Calcutta are concerned, although it might be slightly 
advantageous for ports like Karachi where the An Mail comes in first 
What we really mean to say is that the difference m the number of days 
and the interest thereon is not a big enough maigm to warrant recognising 
the Air Mail 

3374 Arising out of my several questions and your answers thereto 
an impression has gained m feny mmd that perhaps there is not sufficient 
eo-oidmation between the Exchange banks and their customers Is it not 
possible to have some arrangement by which the Chambers of Commerce, 
both European and Indian, could bring before you their actual grievances 
and their suggestions and then your Association could arrive at a decision 
in consultation with these bodies? — We have absolutely no objection 
That is a very good idea, so fai as we are concerned Our complaint is 
that the allegations that are now laid at our dooi have not been brought 
to our notice at all till now All these questions could have very easily 
been solved 

3375 Sir Pvrshotamdas Thakui rf as When the Exchange banks 
changed their woikmg houis in Bombay, a representation was made td 
them bv Indian meichants not to change their working hours The com 
plaint of the latter is that they v ere not even shewn the epurtesy of having 
a discussion across the table I mention this to you because this subject 
was pointedly biought to the notice of the Exchange banks, foi after all, 
they aie 30 U 1 own custdmers and they ask for slightly better facilities, 
that is alP — We aie always quite willing to consider all suggestions 

3376 Chairman Foi my pait, I wash that the deliberations of this 
Committee would result m the establishment of better relations between 
the Exchange banks and then Indian customers? — Thank you We also 
wish for the same 
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ELEVENTH DAY 
Tuesday , the 2nd September 1930. 

Present : 

Sir Bhufenbra Nath Mitra, KOSI, K C I E , CBE ( Chairman ) 

Sir Pdrshotamdas Thakurdas, Kt , C I E , M B E (' Vice-Cliairrnan' ). 

Mr D P Khaitan Mr W Lamond 

Mp E V Rushfprth Mr R W Buckley 

Mr Manu Subedar Mr G K Devadhar, C I E 

Dr L K Hyder. Seth Haji Abdoola Haroon 

Mr V. Ramdas Pantulu * 

Mr V K Aravamudha Ayangar, M A , C I E ( Secretary ) 

Mr R P Masani, MA ( Jovit Secretary) 

Oral examination of Messis G- Cook and A R Ingram, representatives 
of the Exchange Banks’ Association was continued 

0377 Mr Khaitan In answer to Question 1, you haye said m your 
statement that fixed capital expenditure and block should m 
all cases be pupplied by public or private subscription of shares or 
debentures m the undertaking Do you kpow of any pigamsation m 
Cfilcptta upon which industries could iely for the flotation of debentures? — 
I can not say, I had not thought of that Rut I think there will be no 
difficulty in getting the public to take up debentures m any concern that 
appears to be sound 

3378 Roes your experience extend to the middle-sized industries such 
as oil mills a There are quite a good numbei of them m Bengal 9 — I have 
no information m regard to that 

Eveq m the case of big industries, I could give you the instance of 
a jufe mill under Ipdian pianagement ydneh originally could not float 
debentures m Calcutta and had to go to Bombay and theie paid as much 
as 11 per cent — It may be so, I have no information 

3379 In your next answer (in thp written memorandum) yop say, 
"Confining oui attentiqn to Jute, the principal industry of this province, 
W§ thipk that, everything considered, the movement of crop is ip the 
first instance satisfactorily financed by the indigenous bankers m the 
districts” By 'satisfactorily’ do you mean to say that somehow 01 other 
they are able to get the finance or whether they get finance at proper 
rates of interest from indigenous bankers — Following on the remaik 
that I made theie, we also said f ‘These bankers oi shroffs fill a position 
in the districts which can never be so satisfactorily filled by established 
banks” That really answers your question 

3380 Do they get finance at proper rates of interests?— Yes, so far as 
we know 
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33S1 If the Indian experience is tho other way about, you would not 
be able to contradict it ? — No 

3382 In answer to Question 4, you have stated, “We do not think that 
anj industries floated on sound lines and showing reasonable promise of 
succor hn\e been unable to obtain the financial assistance necessary." 
What kmd of industries are you thinking of? — We had no special Indus 
tries m view, we were only thinking of any industries that could show 
a reasonable promise of success 

3383 On page 121 on their leporfc the Bengal Committee have given 
a list of middle-sized mdustnes, such as nee mills, flour mills, grinding 
wheat, and bricks, etc , and if you refer to the next page, paragraph 217, 
thee sav, “We ere satisfied fiom the evidence that on account of the 
absence of suitable financing agencies, industrial concerns in Bengal are 
not flourishing " Aie jou in a position to contiadict that? — No, I am 
not as a mattei of fact we are not much m touch wuth these industries 

33S4. Therefore, m view of that you would not quite stick to our 
next statement, namely, “banks as thev exist at piesent are capable 
or supplying the finance required by mdustnes " — Our reply was written 
with the knowledge that we haee of wrhat has happened m companies 
that w e come in contact with 

3385 Noi aie }ou veiy closely connected with the Indian tea-planters, 
1 am not referring to tea gardens undei Euiopean management’ — No 

3356 I will read out to you a statement furnished by the Indian Tea- 
Planters’ Association — “Theie is a strong lurnour prevalent m Jalpaiguri 
and also m Calcutta circles that theie has been a sort of understanding 
amongst Calcutta banks that none of them would finance or m any way 
help any mofussil bank or loan office who might have taken up financing 
of any Indian tea concerns or aie helping with finances for expansion of 
business of otbei sorts of Indian concerns " — My reply i B that I have 
never lieaid of it Theie is absolutely no foundation whatsoever m 
what vou haee said legardmg the combination of banks, etc In fact I 
w as so taken aback by the passage } ou read that I did not catch properly 
tlie tail-end of the statement 

3357 The statement simplj means that tea-gardens under Indian, 
management do not get financial assistance — I am not m a position to 
answer that I do not remember having ever been asked by any tea- 
planter oi having had am practical proposition put before me I cannot 
speak on behalf of other banks 

3388 You said yesterday (I am now talking of the import trade) 
that niter the arrival of goods m India considerable assistance was given 
to importers by the exchange banks m the way of deliveries against 
acceptance, you mentioned trust receipts Would you please tell the 
Committee whether deliveries are made against acceptance to Indian 
firms’ — Yes 

33S9 Could you give us some idea of the number of Indian firms 
to .'bom such facilities are given’ — I have no statistics before me But 
for mvself I should say that of the ordinary piece-goods firms, probably 
50 per cent get such facilities 

3390 We heard from you yesterday that m regard to imports the rate 
of interest is generally charged at a round rate of G per cent ?— I said that 



it would probably be at 01 aiound 6 per cent , that is to say, it has practi- 
cally become unifoim 

38 f 'l Supposing a buyei buys on terms which include interest and it 
he wanted to letne the bill befoie maturity, what lebate would you allow’ 
— That would depend on the call money rate 

3392 What would be the average rate’ — At present I think it is % per 
cent , but piobably it has never been more than 2-t to per cent below 
the call rate if the call late weie higher 

3393 Theie is a complaint fiom Indian exchange biokers — I do not 
know how far it is justified — that exchange banks, m case of bills, do 
not quote the same lates to them as to European biokers Is there any 
truth in that? — I think there is no tiuth m it But excuse my saying 
that you know that fiom your own experience 

But the complaint is not horn big biokeis, it is fiom small biokers 
who do not call on us’ — Possibly, the small broker is not quoted the 
same rate as the man who brings a bill for say, £5,000 Theie is no 
difference made on account of the broker but on the class of the bill, 
if at all there is a difference 

3894 Do you know that some European exporting films do some 
'business in countnes othei than England under terms that they would 
draw D P sight bills on the buyer m the foreign countnes’ — No, I do 
not Practically the whole of the exporting business which is done in 
foreign countries, is according to my knowledge done under letteis of ciedit 

3895 Do exchange banks discount those bills 0 — They do / 

3396 Would you please tell the Committee your idea about the re- 
sources of a party whom you would describe as ‘Undoubted’’ — I can give 
•no figures 

3397 What would be your standard ’ — The character of the party , his 
reputation, his resources, his integrity 

3398 In your expenence of bank references, have you noticed any 
difference m the standards which the banks m other countries employ 
-and those employed in India’ — No 

3399 If the exchange banks m India have set up a higher standard 
in India, do you think that is with a view to protecting the interests of 
the banking concerns’ — I do not think that they have set up any higher 
standard I think that m both places the banks would try and give a 
report which thev consider the fairest from the point of view of the 
person about whom they are reporting and the person to whom thev are 
reporting 

3400 Seth Ha]i Abdulla Harocn What are your rules about the open- 
ing of credits for imports to foreign countries? — We have no definite rules 

3401 How much percentage do you keep as a maigm’ — There is no 
rule about that at all It all depends on the natuie of the commodity, 
the place it is shipped from and the position of the chent 

3402 What is the percentage for piece-goods and sugar? — To my know- 
ledge there is no credit opened for piece-goods I have no experience in 
sugar (Mr Ingram) My experience is that the exporter is authorised 

Yol. Ill r t 
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to draw 90 pel cent of the invoice value, sometimes it is 100 per cent 
But no lesponsibility is accepted for molasses because of the fear of 
leakage 

3403 Are you chaigmg any commission for the opening of credits? — 

I am afraid) I am not able to answer that A commission is usually 
charged only foi opening confirmed credit 

3404 Mr Bamdas Pantulu Supposing a man gives security, tne 
money-lender or the indigenous bankei looks to the security and to his 
interest and gives whatever the agriculturist wants, whethei it is for a* 
productive purpose or not He knows that ultimately there is enough 
security If the agriculturist cpn be put on a system of controlled credit 
which, prevents as fai as possible utilisation of the money foi unproductive 
purposes, would you prefer such a system to the moneyrlendmg system? — 

I should say it would be a good idea if it is woikable 

3405 It is workable just like the industrial banks — I should surely bo 
m iavoui of it, but where would you find the men to lend money? 

3406 Have you had any experience of the working of co-operative 
banks? — No 

3407 If these banks can be made to take the place of the indigenous 
banker or the money-lender and made to run on business lines so as 
to finance the agriculturist on a rational basis, would you piefer it? — The 
co-opeiative system w'ould be a means of arriving at the system of control 
which you have mentioned, but we, know nothing about it 

3408 Supposing m ,a particular village, there is a partieulai monev- 
lendei who lends at 18 per cent and supposing tlieic is a good co-operative 
bociety well organized and xun on business lines wdnch lends at 9 per 
cent , do you think the banks w'ould be justified m gr\mg accommodation. 
to the indigenous money-lender and encouraging him to carry' on his 
trade? — I do not think any control need be put on the banks, because 
supposing the money-lender was a perfectly respectable person, why should 
the bank refuse to lend him money? 

3409 But supposing theie is a good cooperative bank financing agii- 
cultunsts on these lines, w'ould j'ou put youi agent or a blanch there to 
finance the agi'cultunsts? — Banks can only be opened m places where 
theie is a chance of making good profit You can only woik it so long as 
it is going to pay and foi this reason it is difficult to say what might 
happen 

3410 If a system has pio\ed mjunous, would w r e not be justified m 
substituting for it a bettei system? — Undoubtedly, if some other system 
could be devised for financing the poor man 

3411 Tkeiefoie, if m any paiticulai area the indigenous banker or 
money-lendei has pioved a source of danger to the agneulturist,* any 
attempt made to displace him by the eo-opeiative agency would be justi- 
fied? — It is veiy difficult to provide by law that a man need not do this 
or that with his money 

3112 B\ the natural development of co-operative banks, if the mone\- 
lendei is wiped out you will not feel sony for him ? — In all probability he; 
wall have to come down m his rate of interest 
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3413 Is the system .by which the crops of the agriculturists ore now 
marketed satisfactory 0 — I can express no opinion, wa have no actual 
knowledge of it. 

3414 Do you think the agriculturist 'gets a fair return for his products 
when he markets them m the way he does at present? — My own impres- 
sion from what one hears and reads is thnt he! does not 

3415 Do you thmk that any organisation is necessary foi better 
marketing 9 — The best thing is to try and get some organization to teach 
him thrift After all they .throw away .much of then money on ornaments 
etc 

3416 Let us first get at the point of the agncultuiist getting bis fair 
return, how ihet spends it ss a different ‘matter > I am asking you whbthei 
imyoui opinion it is necessary to organise a better system of ’marketing m 
order to enable the agriculturist to get a proper price for his products 9 — I 
consider that the ryot gets a proper puce for his product that is to sa\ 
that his product is sold at the proper price if he did not have to borrow 
to the extent he does 

3417 I.arnntrymg to, know whether the- existence! of numerous middle- 
men between the producer and the ultimate consumer has not a disastrous 
effpet on the prices 9 — It must have 

3418 Is the number of* middlemen i an i India reasonable 9 — I can express 
no opinion 

3419 I hbpe'you have some, knowledge about -the, numbei of middlemen 
actually employed 9 — I have no < know ledge 

3420 Can y ou tell me how in Bengal the agriculturist’s produce passes 
to the ultimate consumer 9 — I have not had sufficient actual knowledge to 
give an opinion 

3421 Do you thmk that as a result of .the foreign export houses m 
India operating in the mofussil they have driven out the Indian middle- 
men from business 9 — I replied to that question yesteiday and I do not 
thmk I can say more than I d d then In my experience the Indians aie 
doing more dnect export business than they have done before 

3422 Do you thmk there is any competition with jregqrd to the prices 
that are offered to the villagei on the spot 9 — I am not m a position to 
give a definite statement 

3423 Mr Dcvadhar I thmk you said that you have no dnect know- 
ledge of the working of co-operative institutions and therefore I would 
only ask you questions about your vews on the geneml principles that 
are followed m the working of these institutions Would you kindly tell 
us from your geneial knowledge somethmg about the rates of interest that 
are charged m the villages to the smaller farmer 9 — I have no idea 

3424 If I were to tell -sou that the minimum late of intei est vanes 
between 24. to 37-’, per cent while co-operitive institutions lend money 
at someilinio- 1 ke 121 16 15-3/8 per cent , do you not thmk that the institu- 
tions w'hich lend monev at the latter rate are rendering some kind of 
service to the poor farmer 9 — Undoubtedly 

3425 The money-lender charges such a high rate of interest, because 
he wants to take an insurance against the risk involved in the busmess 9 — • 
I should say, yes 
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3426 If the co operative institutions charges a smaller rate and. is of 
help to him, probably the risk in co-operative work is smaller than the 
risk involved m the dealings which money-lenders have dnectly with an 
individual faimei — The risk cannot be greater m any case if the security 
is the same 

3427 Mr Ramdas Pantulu Tire co-operative society has got the joint 
unlimited liability of all its members — That means no less danger of 
risk in the advance 

3428 Mr Dovadhar I can assure you that the constitution of a co 
opeiative organisation secuies all these factors so far as the security is 
concerned and that is why the risk involved is less I hope that you as 
one interested in the economic welfare or advancement of the nation would, 
if such institutions aie run on sound business lines, be in favour of ccfc- 
operative societies? — Yes 

3429 I am asking this question because there is a certain impression 
abioad that the commercial community as a class is not much m favour 
of the development of co-operative institutions? — I think the commercial 
community look foi the development of co-operative system as being the 
one thing most likely to help the country 

3430 I think that would also secure the object which is voiced by the 
general cry that there is lacking in tlio country as a whole a good systematic 
network of financing agencies — That is so 

3431 Would not the co-operative agency be a moio suitable agency to 
urge the smaller man in the ruial parts to get finance for lus agricultural 
industry and secure better prices for his pioducts? Working m the 
mteiests of the pool farmei we should see that he gets full price for the 
pioduce which he raises At piesent on account of financial difficulty at 
certain seasons he has to huirv up the sale of his own produce because 
he has no staying power Supposing some staying power is cheated by 
the co-operative agenev, which is another form of marketing, would you 
not be in favour of it? — Still there is the fact that he is not thrifty 
The system should be to lus benefit 

3432 Do you think that this method of helping the small farmer 
would be stnctlv m consonance with the modern spirit, namely, the 
spmt of teaching people to manage their own affairs? — I have no know- 
ledge of how co operative societies are run 

3433 You can take it from me that they are run on sound business 
lines My question is whether such an organisation would be strictlv m 
consonance with the modern spirit which requires people to manage their 
own affairs — Auvthmg which is going ultimately to gam the nomt vou 
have m view, t c , to get the full price for the ryot, would he satisfactory 

3434 And productive of useful results — Yes 

3435 With reference to yonr answer to question 4 regarding Begulntion 
of Banking, you said that you would certainly be m favour of giving 
facilities for a well conducted institution of a co-onerative tvpe which 
would secure the fullest benefit to the farmer If there were good co- 
operative agency to receive deposits and distribute funds among the 
members of the institution, would it not he harmful to allow n braneh of 
either a pint stock bank or of the Imperial Bank to bp started there? 
■Supposing m a small area which contains about 50 or GO villages there 
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was a provincial co-operative bank or a district central co-opeiative ba nk 
carrying on work in the interests of the agriculturists who are members 
of such institutions and which was able to get deposits and attiact money, 
would you allow any joint stock bank or Imperial Bank to open a branch 
theie m competition 9 — I can not express an opinion whethei any bank 
should be allowed to do so oi not 

3436 Do you not think that such an institution would be bettoi able 
to teach the agriculturist the kab't of thrift and it ■would be to bis mteiest 
if some of us could carry on propaganda on such lines 9 — I think so 

3437 Have vou heard of big eo-opeiative trading firms m Denmark 0 — 
No 

i 

3438 As a mattei of fact vast quantities of exceedingly fine buttei are 
brought into London by steamers from Denmaik Have you any knowledge 
whether your Exchange banks in London give any special facilities to these 
co-operating txanspoitmg agencies m Denmark? — That business would 
probably be financed by banks in Denmark 

3439 My quest on was, if m the beginning the development of such 
an mstitut’on required any special concessions, what would be the 
attitude of exchange bankers? — There could be no question of concessions. 
The merchant could not allow any concession or benefit to the shipper 

3440 Can I get some idea as to the late of dividend paid by the ex 
change banks as a iule 9 — They are all published 

3441 But at present what is the late 9 — it maj be 5 per cent , 8 per 
cent , or 10 or 20 per cent 

3442 Sometunes it might be 22 per cent 9 I do not giudge you the 
higher dividend which you are getting as a mattei of good busmes s done 
When you have to deal with a concern like the co-operative organization 
which is not likely to be a competitoi to you and if such an institution were 
to require some kind of concession, would you not give it as business 
people? — I am afraid we cannot considei such questions at all 

3443 In answer to question 13 regarding special concessionb m aspect of 
special banks, e g , co-operative banks, you say you w r ould not recommend 
any concession I have given you some idea about the general walking 
and the effect of co-operative institutions if such institutions which 
aie carrying on work m the interests of the poor farmer stood m need of 
some help from Government, do you think it is waste of tax-payers’ money 
as somebody put it 9 — I should say that if Government themselves were 
satisfied that the result was going to be to the benefit of the general public, 
they would be justified , otherwise, I could see nothing m it 

3444 Even when such a numerous class as the agiieultunst from whom 
the bulk of the revenue comes feel it necessary m the earlier stages to get 
some facilities? — Our reason for saying ‘no’ ig that as a general pnnciple 
we consider that it would be inadvisable to have interference by Govern- 
ment m any commercial concern that is going 

3445 But though this is technically a business concern, w*e aie not 
seeking for interference wuthout any corresponding benefit 9 — If it is the 
considered opimon of Government or of the Assembly oi whoever it may 
be then I think it could be done 
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3446 Mr Bamdas Pantulu Are you -aware that in many countries 
such as South Africa, Canada and Australia, i the State gives large financial 
aid to the co-operative movement? — I have no information about co- 
operative business in any othci country 

3447 Mr Dcvadhar If you generally appiovc of such a policy being 
adopted by Government, would you advocate a similar policy being adopted 
or sympathetically examined m respect of co-operative institutions m the 
matter of finance ? — I can only say that I still consider that the less* inter 
ference there is by Government, the better off these institutions will be 
These questions must be left entnely to the tax-pa} er or xxhoexer it maj be 
x\ho decides it 

3448 Mr Dcvadhar I am trying to see whether you are cf opinion, 
that such a scheme xxould be m the interest of the public? — Certainly, it 
is m the nitere&t of the public 

3449 Similarly, there are other institutions ' with w horn the India us 
come in contact I should say thei Imperial Bank Supposing they expebfc 
some concession fiom the Imperial Bank, what have you to say? — What 
foim of concession you mean? 

3450 I mean cash credit on the security of the agricultural paper? — 

I should feel it, is an < ordinary r business transadtion provided the bank is 
satisfied that the investment is sound The primary duty of the bank is to 
see that the investment is sound 

3451 Do you therefore think that this is a case foi eonsidei rtion? — I 
cannot agree that it should, be obligatory on certain institutions to advance 
moneys to any other institutions 

3452 I do not say that there should be an obligation, but the bank 
should give a sort of concession Is it not? — If it is m the interests of 
the institution, pint stock banks should tiy to encourage md dexelop the 
coopeinlnc system Tf they do so, the conditions of the ryot m general 
will be improved But I do not suggest that it should lie laid down in 
law that they aie bound to assist them 

No, xvc do not want Law, hut xve wnnt to build up a convention 

Chau man May I suggest to my colleague (Mr Devndhar) tint Mi 
Cook is not the pioper person to whom ho should put these questions 
The basiucss of the Imperial bank is quite different from the business of 
the exchange banks After all, the Imperial B ink is at the time a St ite 
bank which holds fice balances of Government Much has been said on 
the question in the Provincial Committee’s reports and it wmuld be for the 
Committee to consider those questions You should put these queslions 
to the reprosontafivc of the Imperial Bank Mi Cook is represent ng the 
Exchange Banks and as he savs 1m knows piacticallv nothing about the 
co-opeiativc organization m Tndia, it is not pioper that he should i c nut 
these questions 

Mr Dcvadhar [ know it would not be propel for me to do so but I 
wsas simply trying to know the general opinion on the question 

3453 Chairman So fai as Mi Cook is concerned, I understand tint 
his opinion is that exchange banks would not consider that there was suffi- ( 
cient consideration foi them to grant any concession Is it not? — Yes 

Therefore I flunk we should put these questions to the Governor ' f the 
Imperial Bank w r hen he is before the Committee as a witness 


375 


Witness I want to mate it eleai that whatever I have said on the 
subject of the co-operative banks is not spoken on behalf of the Exchange 
Banks Association 'It is my personal opinion 

Chairman Mr Cook says that it is his personal view and not the view 
of the Exchange Banks Association 

b4 I )4 Mi Ramdas Pantulu Mr Devadhai asked you a question whe- 
thei the Impel lal Bank should not discount certain amount of the agricul- 
tural paper and your answei was that it depends on the natuie of transac- 
tion It is for fhe bank to ‘decide Supposing m other countries airange- 
ments are made regaidmg discounting the agricultural paper and to ear- 
mark a proportion of resources of a bank for agricultural ciedit, would you 
agree that this kind of business should be helped by a State bank? — That 
is a matter which should be discussed when the State bank question comes 
<up for discussion I' myself cannot express any opinion 

3455 The Impenal Bank is having the benefit of free balances of Gov- 
ernment and hence it is partly a State bank So, it ought to do this sort 
of business? — I express no opinion 

3456 Mr Rushforth You said that you do not object to the cieation 
of the industrial bank provided there are certain chances of success Now, 
vou know that, there are certain restrictions placed on the working of the 
Imperial Bank whereby they cannot help industrial concerns Po you 
think vou will have any objection to the modification of this rule which 
prevents the Imperial Bank giving any assistance to the industrial con- 
cerns? — I do not thmlc we should pass any opinion on this 

3457 Dr Tlyd'cr You know that some of the banks advance moneys 
to the public for instance, the Chartered Bank and National Bank Have 
you anv objection to the proposal that thev should have m India local 
hoards to give advice? — No 

3458 I do not know whether due to prejudice or due to the ’gnorance 
on the part of the public, there .vas a certain cloudy atmosphere and a sug- 
gestion was thrown to your head offices in London that in order to create 
a better atmosphere between the exchange banks and the public here m 
India there should be local advisory committees These committees have 
only to expiess their ooinion My view is that just as some of the exchange 
banks wdiose head offices are in the dominion have advisory committees 
in London there might be advisory committees m Bombay and the 
managers of the branches of exchange banks should consult the advisory 
committees as regards gian'rag loans, etc ? — Do \ou mean to say the head 
office should delegate authontv to these committees? 

3459 No, I mean to sav the exchange banks should consult thes° com- 
mittees There are Aushalian banks, Canadian banks having to dc 
business with London and also India So these banks should ha^e local 
boards who wall scrutinise matteis In view* of the prejudice or ignoinncs 
some instances were bi ought to vour notice vesteiday and do vou rot think 
that it would be bettei if come people here wame associated with such 
banks 9 — Our cxoenenco is that them waas no trouble up to now for warn! 
of such local boards But I mav point out theie are Ihiee exchange banks 
wbo have already appointed local boards 

3460 One of the f unc' ion of these local boards would be to remove the 
nrejud’ces that mav exist if thev are brought to their notice What do 
vou think? — We think if there are any such grievances they should be 
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brought to the notice of the Exchange Banks Association and we p re sure- 
we shall remove those grievances as quickly as the local boards would do. 

3461 Now, you aie operating m vanous countries The accusation 
against the exchange banks is that they diam away funds which they obtain 
m Indian money maikel and employ m otbei eountnes Is it so’ — 
As fai as oui experience goes, we find that the banks operating m India 
na\e lotually diawn moie money from London than they have sent 
Money moves to any part of the world whcie it can best be employed 

3462 Is it a fact that theie is a service of free remittances m London? 
— No 

3463 So fai as I am awaie theie is a service of fiee romittaoces m the 
United Kingdom Is it so? — No, it is not conect Besides it js not a 
practicable proposition for any one m London to cash a cheque free on 
am othei part of the country 

I am reading fiom a book entitled “The Impenal Banks — Baster ” In 
it the author lefers to a proposal of Mi Goodenough and the proposal is 
supported by Piof Powell The passage says, “He proposes to extend 
to the whole Empire the service of free remit! nice which the later develop- 
ment of oui banking system has miclc so perfect with the United King- 
dom?” — He says that he proposes 

3464 So, do you think that the exchange banks would accept this 
suggestion of having i fixed exchange and no fluctuation? — 1 cannot see 
how you aie going to make the exchange fixed If you fix a late m 
London, m other parts of the world it would not be the same 

It w’ould ultimateh have this effect that the rate of interest would be 
one and the same Let me lead to \ou furthei He says “The recent 
amalgamations, giving English joint-stock banks control o\er institutions 
opeiating m all parts of the Empire, seem to have made tins more practic- 
able Fixed exchange would certainly’ strengthen and greatly facilitate 
trading relationships within the Empire and it. would piobably have the 
further not so obvious but none the less important effect of stimulating 
etc ” 

3465 So, will your association take up this matter and give us their 
opinion? — It is veiy unlikely’ for them to do so If the Committee so 
desire, W'e shall ask our head offices to express their opinion and send it on 
to vou 

3466 They should have fixed exchange in the Empire At present it 
happens that m the case of South Afiica and London the par is fixed and 
there are verv little variations? — Yes, but wfhat w’ould be the effect of it? 

3467 The effect of that w’ould be the equalisation of the rate ivei the 
W'hole area? — So also the equalisation of supply and demand must come 
m 


346S If there is any use m the rate, .t is suie that somew’here money’ 
would flow’, tha< is certain? — In this way you would stop monev going 
round the same time 

3409 Mr Manu Subcdar With regard to the scheme which, my friend 
Dr Hydei told y r ou, may I know that at present \ou charge for transfer 
of funds between various centres m India? — Yes 
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3470 Even customers of the National Bank in Calcutta and Bombay 
have to pay Is it not''' — Ye^ 

3471 Your association is a veiv old association foimed some years ago 
Is it not'-* — Yes 

3472 Has it new members coming m 9 — Yes 

3473 In the beginning they had British members 9 — Yes, it is natural 
because exchange banks weie foimed by them m the fust instance 

3474 Thev meet fiequently and pass lesolutions Is it not 9 — Yes 

3475 When the lesolutions are agieed upon the} must be earned out 
by members? — Yes 

3476 I find tint tlieie <ue seveial lulcs which stale what a mernbei 
should do and should not do 9 — Yes 

3477 These regulations me made m oidei that the membeis should 
not disorganise the maiket Is it not 9 — Yes 

I ha\e noticed rules 2, 3, 4, 18 and 24 9 — Is it Calcutta copy of lulcs 9 

3478 Yes, it is a copy of the lules m Calcutta I want a copy cf the 
Bombay rules also Can vou get it foi me, Mi Ingiam 9 — A new one is 
being published 

3479 These lules lay down that no bank shall diaw credit bills except 
at rates mentioned m the rules 9 — What rule are you referring to 9 

3480 I am talking about the mle legaidmg the buying of bills 9 — Them 
it is stated that certain minimum differences were agieed to by the banks 
That is meant foi application vihenevci theie is a fixed exchange There 
are certain diffeiences and it is necessaiy foi the bank to have a maigm 
between the busing and selling rates 

3481 It is stated here “lates for steilmg D A Ciedit bills drawn on 
London ” These aie fixed in London 9 — No, the rate is not fixed 

3482 How is it arrived at 9 — The late at which the bank will buy 
depends on competition One late mav be 1 — 5 15/16th the other may be 
1 — 5 Sl/32nd but tlieie xx ill be a difference between buying and selling 
rates 

3483 It is mentioned “No bank shall buy such bills except at diffei- 
ences, etc ”? — As I have said the banks have to keep a margin for covering 
these differences 

3484 What I want to say is this that theie aie ceitam rules which 
fhe membeis of the association aie expected to follow 9 — Yes 

3485 Similarly you have m iule 18 the charges for commission and in 
rule No 24 you have laid down that demand drafts and T T of other banks 
should be accepted for B C’s — Yes 

3486 In answer to the question whether you, have any remaiks to make 
with regard to the exchange lates which are charged for the conversion of 
rupee into sterling oi other foreign cunencics, and vice zctsci, oi ioi the 
remittance of funds to and fro, you say “competition sees to it that these 
never get out of hand” I want *to pul it to you that the competit on to 
which you iefer is competition within the range allowed by the resolutions 
which are agieed to bv all members of your Association 9 — The fact is that 
it has absolutely no'hrag to do with the rate of conversion of the n rcc 

3487 The late for fhe day is fixed bv a Committee of vour Association 
Is that so 9 — No rate is fixed like that Our pomt is that there is sufficient 
competition 
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3488 We are told that the luling late is so and so What does that 

indicate ’ That refers only to the general quotation given by banks Only 

the B C rate is fixed by the Association and nothing else The banks ate 
free entirely to quote any late they like 

3489 Mr Bucldcy The usual usance for export bills is 3 months’ 
sight? — Yes 

3490 There is no arrangement between banks as to the rate it which 
they should buy 3 months’ sight bills’ — No 

3491 In other words, it is an every day occurrence m every export 
market of India that these 3 months’ sight lulls are purchased at different, 
rates 'In fact these rates are absolutely governed by the competition m 
the market’ — Yes 

3492 When a merchant sells four aid bills, he sells them ou a basis of 
3 months’ sight’ — Yes 

3493 Tlieiefore, m order to facilitate business, m order that the 
merchants shall know when they make a contract the lates at which they 
can deliver the bills, and in order that the biolcer may know what rates to 
put on those contracts, the banks from time to lime fix what is known as 
schedule differences’ — Yes 

3494 Mr Mann Siibcdar But the difference is fixed’ — Yes on the 
ruling rate 

3495 There is no competition between the banks on this rate’ — As I 
told xou this difference is fixed fiom time to time 

3496 And the rule is that all members of your Association should abide 
by tins difference’ — Yes 

3497 Now' regarding the remittance business You admit that the 
bank’s business is not pnmarih m interest dealings, but that it also makes 
some profit m the conversion of the mpee into sterling and vice vcrin on 
T T remittances 0 — Yes 

3498 In regaid to this remittance business there s difference I 'tween 
the buying and selling iate’ — Yes 

3499 This charge which a bank makes to its constituents js the same 
m the case of all banks who are members of xoui Association’ — No, it all 
varies 

3500 A suggestion has been made that the exchange banks are having 
a monopoly m legard to these lennttencc charges and that then rates are 

, not only arbitrary hut also high What have xou to sax on that 0 — I can- 
not undeistand m wdiat way the exchange banks have a monopoly’ 

3501 You sax that tlieie is fiee and open competition m this m dter 
and that the iate is not fixed and that no txxo banks agree on A’ — Yes, 
there is a good deal of competition, and the iate is not fixed 

3502 Supposing theie is an Indian pint stock bank who is v filing to 
do exchange business v r oui Buie 24 will naturally operate against that 
bank’ 

3502(a) Chairman Rule 24 sax r s that demand drafts and T Ts of othei 
banks xvho aie members of the Exchange Banks Association may be 
accepted m payment of B Cs Does it follow' that the demand drafts and 
1 Ts of banks who me not membeis of the Exchange Banks Association 
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will not be accepted m payment of B Cs 9 — They will not be accepted 
That is the lule 

3503 Mr Lamond This acceptance of drafts and T Ts’ of 'other* banks 
is really a concession to the importers 9 — That is so 

3504 Mr Buckley You said that the T Ts of joint stock banks and 
>otheis who are not members of the Association wilj, not be accepted in 
payment of B Cs 'Is it not open to an Indian joint stock bank doing 
exchange* business and which wants t-o have its diafts accepted by ‘the 
members of the Exchange Banks Association to apply for admission as a 
member of the Association 9 — Certainly, they can do so At any time they 
aie welcome 

3505 Mr Manu Subcdar Are individual banks w r ho are members of 
your Association, members of British Chambers of Commerce f — Yes, 
mostly 

3506 And they share the view r s of their own British Chambeis of 
'Commerce 9 — That is a difficult question to answer 

3507 Are any of the Exchange Banks members of the Indian Chambeis 
of' Commerce 9 — No 

3508 A complaint has been raised that the operations of the exchange 
banks m this country mar the progress of Indian joint stock banks, Indian 
insurance companies and other Indian undertakings What have vou to 
feay m regard' to this 9 — We do not think it is so 

3509 The complaint of the Indian joint stock banks is that you attract 
-the deposits from mofussil centies at cheaper rates and therefore they are 
unable to compete with you because their borrowing rates are high and 
their lending rate should natuially be highei than yours What hive you 
to say on this? — You can take the reverse and the more natural view of 
the matter, for w 7 e are doing only legitimate business and we offer only a 
lower rate of interest on oui deposits than wdiat the joint stock banks offer 

3510 May I take it that the operations of the Exchange banks m the 
interior aie reallv intended to help the import and expoit trade dnset with- 
out the piovision of an intermediary 9 — Yes 

3511 It will therefore help the parties better to have direct misvness 
relations with you in the matter of exports and imports from and to the 
inter lor ? — N a t ui ally 

3512 With the result that the small intermediaries who are helping 
m the mattei of internal tiade as also the Indian joint stock bank which 
helps them, suffer Is that not so 9 — That is really a hvpothetical ques- 
tion 

3513 The ultimate result of this will be that the exchange b r nks will 
monopolise the internal tiade as well and that the Indian joint stock banks 
will lose then right of financing internal tiade In other words, the ex- 
poCei and the impoitei m the interim will m future go to the exchange 
banks direct instead of having lemui^ to Indian joint stock banks 0 — If he 
does so, he does it for his own advantage 

3514 It has also been suggested that the deposits which you receive 
from this country are used only for the benefit of the people oujside the 
country? — We are very sorry 7 to hem that 

3515 Of course, the true state of affairs will be disclosed when you 
furnish us with detailed statements showing the deposits you have drawn 
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from India from Indians and Europeans as well as details about the way 
you have made joui finances’ — Well, we will then leave it at that 

3516 The general feeling is that some kind of restrictions should be 
placed on the operations of the exchange banks, one of which is licensing 
their operations In connection with this licence you said you will have 
to refer to the Head offices of your banks I suppose when a licence is 
taken, you will have to take a general permission from your head office to 
carry out the terms of the licence’ — That will be a natural sequence 

3517 Your Association has got some members who are not Bnksh? — 
Yes 

3518 The other suggestion is that the licence by itself would not help 
Indian institutions and that therefore there should be a restriction placed 
on the exchange banks fiom accepting deposits m this country You know 
such a provision exists on non-Nationals m foreign countries such a?- the 
United States of America What arc your views on this’ — If that is done, 
it would be depriving the Indian public of a safe method of disposing of 
then money But I ask you, if you impose such restrictions do you expect 
that these deposits would go to the Indian pint stock banks’ Or woffid 
they go into hoards 0 

3519 Some of them may be invested m Government securities, some 
may go into the Indian pint stock banks, some money may go to finance 
industrial concerns while some ma-y be invested m the Indian uxchange 
banks that might come into being But my point is, that if such restric- 
tions were placed on the exchange banks on then operations m this country 
with regal d to then deposits, would they still prefei to operate m this 
country’ — The question is again hypothetical, but the view of the .Associa- 
tion is that mam trunks would cease toopeiate m this countiy under those 
lestuctions 

3520 Then would you be willing to registei a ourselves m this country 
undei the Indian Companies’ Act as any other Indian joint stock bank 
and do regulai banking business as tbev do m this country wfihout any 
restrictions being placed on your deposits’ — The Association would very 
piobably consider the point when such a condition is imposed 

3521 The Bombay Chambei of Commerce aigued some days ago that 
the method of legulatmg the bank rate wars most unsatisfactory You 
would admit that, compared to other countries the lange of minimum and 
maximum is much lughei m India than m otliei countries Is that not 
so’ — I have no mfoimation of otliei countries Much must depend on 
the condition of trade oi the balance of tiade (Mi Ingram ) In India, 
it usually vanes fiom 7 to 5 while m England this year the variation waB 
from 6 to 3 

3522 Would it be desuable if the vanation w^eie leduced and the 
maximum wdnch the rate leaches could be cut down’ — It would facilitate 
trade and help the economic development of the country 

3523 It has been suggested that the lnnli pomta to wdnch the rate 
is pushed up is due to Government interference, and m this connection 
the Bombay Chambei stated that it ought to be free fiom Government 
mleiference What would be the view of your Association? You have 
said on page 8 of mur memoiandum, “should he the province of the 
Central Banking Authonty — at present the Imperial Bank of India ’ — That 
is so 
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3524 Should nobody else inteifeie with it’ — So far as possible, no 

3525 And when the Bcseive Bank is established, it should be done 
"by the Beserve Bank’ — Yes 

3526 Do you say that it should be legulated on the same basiB as m 
•othei countnes with regard to money conditions? — And also with regard 
do international conditions 

3527 Sir Purshotamdas Thakurdas The memoiandum now before the 
Committee was sent m by the Exchange Banks’ Association at Calcutta 
There are exchange banks associations elsewhere m India too — That is 
£0 

3528 One m Bombay, one m Madias, one m Karachi and one at 
Bangoon’ — Yes 

3529 So that theie me the exchange banks associations Are they 
all detached and act on their own 0 — They aie all detached and act inde- 
pendently 

3530 Are the exchange banks which aie membeis of the various asso- 
•ciations common all through ’ — Yes 

3531 And still theie are five associations which aie detached one 
from another? — Yes 

3532 Theiefore, it is quite possible that what mm bo m vogue m 
■Calcutta may not be m vogue m Madras? — That is so 

3533 The nature of business is common to all the five } — Yes 

3534 Then what objection can theie be to the application of common 

rules to all of them 0 — If vou re id through the rules of anj of the local 

institutions, you wall find that they are the same more oi less , only they 

deal with local conditions 

3535 Would one be light m saving that the exchange banks' associa- 
tions perpetuate the local conventions one diftenng fiom anothei, instead 
of bunging them all together’ — I do not imagine there are many differ- 
ences , it is merely a matter of each one deciding what is advisable 

3536 I am given to understand that the rules of the five associations 
differ in impoitant details’ — I do not think that the-y do 

3537 Between Bombay and Calcutta, there is one difference vhich 
you discussed yesterday, regarding penalty ’ — Yes 

3538 Theie may be similar differences m othei places ?■ — Theie may 

be i 

3539 Eor practical purposes, theie eould be no objection to one com- 
mon association of all the exchange banks all over India’ — -No, there 
would be no difficulty In fact it has been mooted aheady and w r e expect 
That the associations will be consolidated m a year or a year and a half 

3540 Then there would be common rules for admission, common rules 
dor brokers, etc ’ — Yes 

3541 Supposing the Cential Bank of India wanted to be a member of 
ihe Association, what would be the process’ — They will have to apply in 
"the ordmaiy course 

3542 Is it bv ballot’ What is the custom’ 
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Mi Buckley If the Cential Bank wanted to apply foi admission, 
say m Calcutta fliey would wnte to me as the Chairman of the Associa- 
tion I would then send the letter round to the members and suggest 
that they should be admitted, and I am quite sure that eveiy member 
would agiee 

But Mr Buckley, if m Calcutta one of the banks felt that they had a 
grievance against the Cential Bank and for that leason opposed the ad- 
mission of the Cential Bank, what would you do 0 — First of all, I would 
make all possible endeavouis to remove that grievance so as to get unani- 
mity But if that weie not possible, 1 would say that the majouty of 
members w r ould be quite sufficient 

3543 You have no system of ballot 9 — No 

3544 I ivonder whether your Association have much to do with clear- 
ing houses 9 — We all use them All our members are members of the- 
Clearmg Houses 

3545 If 1 may give you an instance The Puirab National Bank 
wanted to be a member of the Bombay Clearing House They were 
a member of the Lnhoie and Calcutta Cleirinu Houses But in Bombay 
another bank had a grievance against the Punjab National with the result 
that for three whole years the Punjab National Bank were kept out 
They wiote to the Indian Merchants’ Chnmbei, but the hitter lnteieedecT 
without success Now, do you not look upon that as a substantial, handi- 
cap to a bank 9 — I think it is unfair undoubtedly I do not think any 
bank should be left at the mercy of one or tw'o banks Bui I have no 
knowledge of the cucumstances of this case 

(The Secretair to the Committee wais requested to write to the Pun ab 
National Bank to get all the coirespondence failing that to get all the 
papers from the Indian Mcrciiants’ Chamber, Bombay ) 

3546 Chairman If I may intervene at this stage Non-Butisli banks 
as distinct fiom Indian banks aie alwavs allowed to join \our Association, 
why should Indian banks as such be debarred 9 — Thcio is no reason \.'hy 
they should be debarred My point is that oui association is open to 
membership to all banks that are doing exchange business 

3547 If an Indian bank does exchange business 9 — Tlicie siiould be no 
difficulty, unless it is on grounds of the si/c or the reputation of the bank 

3548 Sir Purshotamdas Thalurdas Mr Cook m India I suppose you 
are aware that there are two money mmkets 9 — Tint is so 

3549 One, the Indian money market or the Bazaar, and the other 
the banks Do you think tlieio is any real live touch between these two 
markets existing at present and can India depend on one broad Indian 
money market without anv prejudice and mspned by r one aim, namely the 
development of Indian trade 9 — That of course is really, I think, a very 
gre rt bai to progress It is because of this that the banks have real diffi- 
culty m assessing the actual financial position of Indian merchants Tt is 
really one of the gieatest difficulties that we have Banks do not know what 
a merchant has borrowed from the Bazaar and the Bazaar does not know 
what he has borrowed from the banks 
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ELEVENTH DAY— contd 
„ Tuesday, the 2nd September 1930 


Present 


Sir Bhuplxdra Nath Mitra, IvCSI, I( C I E , CBE, (Chairman), 
Sir Purshota aidas Thakurdas, Ivt , CIE, MBE Vu c-Chairman) 


Mr D P Iahaitan 

Mr F V EusHFOirrn 
Mr Manu Subedae 
Dr L K Hyder. 

Mr V Eamdas Pantueu 


Mr W Lamonb 
Mr E W Buckled 
Mi G Ii Devadhar, CIE 
Seth Haji Abdoola Haroox 


Mr V Iy Aravamudha Ayangar, M A , CIE ( Secretary ) 

Air E P; Masani, M A ( Joint Secretary ) 

V^hen the Committee re-assembled after lunch Messrs G B. Morton, 
G Cook and E W Christie, lepiesentatives of the Bengal Chamber of 
Commerce, were r orally examined 


3550 Chairman You gentlemen represent the Bengal Chamber of 
Commerce 9 — Yes 

3551 I shall examine you on the memorandum submitted uy the 
Chambei and also on ceitam connected questions You say that the fixed 
capital and to a certain extent the cunent requirements or floating rapital 
ol an industry are obtained by capital subscribed by the public Tr vs- often 
suggested that the public in India do not take very well to investment m 
■ndustiial shaics 01 debentures Will you kindly tell us your experience 
m this matter^ — The public subscribed fieely from the year 1919 to 1921 
or 1922 to new mdustual issues but subsequently owing to the slump they 
have been shy to invest then money m industrial debentures 

3552 It has been suggested that the banks may play a useful part m 
obtaining such capital by examining the soundness of new enterprises and 
taking up shaies of those that aie sound and subsequently selling them 
to the public Have you any iieus on this suggestion 9 — We consider that 
it is not a pait of the business of a commeicial bank to take up shares m 
new mdustual concerns 

3553 'In that mattei you follow the practice adopted m England 9 — 
Yes 

3554 It is said that the existing banks cannot help mdustnes to any 
appreciable extent as the deposits aie shoit-term and the advances lequued 
are for long term Have you any thing to say on this point particularly and 
can you give an idea of the period for which accommodation is generally 
required by industries fiom banks 9 — We concur m the 'Views expressed by 
the Exchange Banks Association before this Committee that banks which 
accept only short term, deposits should not advance long term loans 

, t ♦ 

3555 Can you give us an idea as to the nature of the accommodation 
required by industries from brinks? — As for the ]ute trade the dealers want 
accommodation generally fiom August to November or December, after 



3C4 


which, when they realise their stocks, they liquidate then debts As lor 
ihe peiiod of advances ioi the tea industry, it vanes slightly but they aie 
all only seasonal advances 

3556 It is stated that the existing banks suffei from a lack of technical 
knowledge of industries and therefore do not consider it safe to interest 
themselves m the financing of mdustnes Do you think there is ary force 
in this suggestion? — Banks do not consider it safe to invest their money 
m long term advances when they accept onl\ short teim deposits, apart 
fiom the question of knowledge of the industry itself 

3557 What about tlie piovision of woikmr capital either on 
personal or tangible security? — So long as they are seasonal advances, wo 
do not mind, and there too the question of technical knowledge about the 
industries does not arise 

< 

3558 You say that the cuirent requirements of industries are obtained 
from the Imperial Bank or from other banks by hypothecation of stocks 
It has been pointed out that the Imperial Bank msis's on keeping the stocks 
nndei its own lock and key and that the arrangement is not very popular 
as it gives undue publicity and interferes with the free disposal of stocks 
Will you kindly let us have youi views on this point.? — As regards the 
latter part of the question, it might be so, as regards the first part, the 
banks insist on hawng the control of stocks, although the guarantee by 
-the managing agents might obviate this to some extent 

3559 You say that in. many instances advances are made by the manag- 
ing agents — Can you give the Committee some more information about 
this system of managing agents, for example, m what industries the sv^-tem 
obtains and -what part they play? — In Calcutta the mam industries in wk.Js 
■the managing agency system obtains are ]ute, coal, cotton and t»*.i Tne 
duties of managing agents are very wide Speaking generally, managing 
agents as the name implies act as managers for groups of companies and 
aie also agents for maiketmg the produce of such companies for pin chasing 
the lequnements of those companies Frequently managing agents also 
employ their own funds for financing the requirements of the companies 
m their group 

3560 You say that when an industrial venture is sound, the facilities 
•available aie fully equal to the actual requirements In answer to the 
pievious question you have, however, said that agents or directors m whom 
public have confidence are able to obtain all the facilities required ' It 
has also been suggested by one of the provincial committees that >t is the 
name of the piomoter rather than the soundness of the concern that 
matters Will you kindly explain what your experience has been jn this 
matter? — A prudent investor examines both the soundness of the concern 
and also gives the greatest consideration to the reputation of the promoters 
und others interested m the Company 

3561 You have said m your memorandum that when an industrial 
venture is sound, the facilities available are fully equal to the actual re- 
quirements, but you told us a little while ago that whatever the nature 
of the industrial venture might be, no bank would agree to lock up its 
funds on long term advances That being so, how can the facilities of an 
industrial concern, even if it is sound, be equal to its actual requirements? 
— We mean to suggest that the requirements of the working capital are 
always forthcoming 
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3562 Supposing an existing concern, wanted additional capital for block, 
or extension of the business or things of that sort, then what will happen 
m those cases? — As we have already said, banks are xery reluctant to tie 
up their funds in long term advances 

3563 To that extent you are prepared to admit that there may not be 
adequate facilities available to industrial concerns 9 — So fai as financing 
the block is concerned 

3564 Mr Manu Subedar With regard to working capital also will nor. 
these concerns require advances from yeai to 3-ear on renewal 9 — At the 
height of the season sometimes they require overdrafts, which are of course 
cleaied up at the end of the season The usual practice for banks is not 
to finance the whole of the working capital, as they have reserves to fall 
back upon 

3565 You said commercial banks cannot help industries, but according 
to you, commeicial banks can help industnes with a poition of then voikmg 
capital 9 — Yes 

3566 Chan man You say the usual rate of interest on loans md ad- 

vances is 1 per cent over the bank rate with a fixed minimum Wdl you 
kindly say whether this applies to advances by the Imperial Bank or 
advances bx- other banks also? — It applies both to the advances by the 
Impenal Bank of India and other banks ' 

3567 You sa} that the principal security is the hypothecation of stocks, 
but that frequently there is charge on block or othei similar charge as 
collateral It has been alleged by some witnesses that the Imperial Bank 
mokes a distinction betxx-een the cotton and jute industries, and that whilst 
m the case of jute nulls it does not require a mortgage of the block against 
loans, m the case of cotton mills it insists on such mortgages Have you 
anything to say m regard to this? — Tins depends on the soundness of the 
concern or stability of the trade in which it is engaged We find that banks 
have different practices m regard to different industries 

3568 You say that exchange and local banks are somewhat reluctant 
to finance industnes freely as thex* - do not wash to have their funds locked 
up Will you kindly explain a little more fully the part played by *he 
exchange banks m the matter of financing industries? — We have nothing 
to add to w r hat Mr Cook on behalf of the Exchange Banks Association told 
3-011 on this matter, except to say that the banks make only seasons 1 ad- 
vances and not long term advances 

3569 You say that the original finance required for the capitalisation of 
industries should be subscribed by the public and that the banks are piepored 
to supplv the wurlnng capital It has been brought to the notice of the Com- 
mittee that credits are also lequued foi extensions improvement of equip- 
ment, etc It is stated that cucumstances might arise preventing a new 
issue of capital by the industrial undertaking being made for a long time 
and that m certain countries banks provide the necessary finance within 
hmits and subject to certain conditions Have you any suggestions to 
make m regard to Indian industnes m similar circumstances 9 — In our 
opinion large extensions and improvements should not be undertaken unless 
the industry is m a healthy condition New issues of share capital ai e a 
means of obtaining advances but a more usual method is by the issue of 
debentures Another method is by capitalisation of profits by the issue of 
bonus shares, etc 
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3570 You saj that you are not m favour of trade banks as the business 
of such banks would be very restricted Have you considered the advan- 
tages of specialised knowledge of particular trade available to such banka 
and are these advantages not sufficient m your opinion to outweigh the 
other disadvantages of restucted business, etc 9 — -My Chamber considers- 
that the advantages are insufficient to warrant a trade bank 

3571 You say that attempts made m the past for the establishment 
of industrial banks have been disastrous Will you tell the Committee 
what attempts vou are refenmg to 0 Can you state what m jour opinion 
weie the reasons foi the failure of such attempts? — We have really noth- 
ing to add to what the repiesentatives of the Exchange Banks Association 
have said on the point 

3572 You say that the idea of establishing an mdusliial bank has much 
to commend it, but it is doubtful if such banks would have necessary 
suppoit fiom the investing public Can you think of am steps foi enlist 
mg such support’ — We think that at piesent nothing can be done on account 
of the world prices which have not yet been stabilised Until we get at 
that stage it is lathei piemature to consider the suggestion 

3573 Will you tell the Committee what your views aie on the sugges- 
tion to guarantee the interest on the capital of such banks m order to 
create confidence m the investing public in such institutions’ — The 
Chamber is not m favoui of such guarantees 

3574 What vou Mr Cook said m the course of joui examination as 
lepiesentative of the Exchange Banks Association applies here also, 
namely, that ^ou are not opposed to the idea of the establishment of an 
Industrial Bank on sound and propel lines Is that so 9 — That is right 

You sa\ that the amount of credit afforded to a mei chant by the ex- 
change banks is governed by his means and standing Can you explain 
how the means and standing of an importer are ascertained by such banks 9 
— Fiom the mfoimation collected from bankeis and the bazaar report 

3575 Some witnesses have suggested the foimation of Information 
Bureaus foi supplving confidential information about the status of all 
merchants How do you view this suggestion 9 — The Chamber favours 
the idea, but the difficultv will still be theie regarding the supplv of con 
fidenhal and reliable information 

3576 Have you anything to say wuth legard to the suggestion that all 
merchants should have then accounts audited and a balance sheet prepared 
from time to time for the information of the banks 9 — We consider it 
absolutely 7 necessary 

8577 You say that clean credit is available when the diawer of tho 
chaft is financially substantial enough to warrant the bank’s accepting tb 
drafts with recourse on him onh So far as you are aware, is such clean 
credit given to Indian merchants as well as to Euiopean merchants 9 — We 
would slightlv modify our answ r er so far as this point is concerned and 
would alter it to say that clean credit is really only used by such firms whe 
have London offices and whose names are so well established tihat the, 
drafts are readily accepted bv the London Discount Market We do not 
think that anv Indian firms are financed m this way 

3578 Are you referring here to the custom of the Exchange Banks 
The question is whether clean credit is really available when the drawer of 
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e. the diaft is financially substantial enough to warrant the bank’s accepting 
the drafts with recourse on him only That is no doubt true, but we do 
not thmk that this foim of drafts is very often used 

3579 You say that a discount market in India for discounting expoit 
bills will be advantageous Will you explain a little m‘ore fully what ad- 
vantages you expect from such a discount market 9 — We think that n such 
a discount .maiket is established m India it vail be advantageous as jb will 
mciease the credit facilities m the country But the difficulty is that at 
present bills aie insufficient to create a bill market 

3580 If the expoit lulls now m use became rupee bills, then would 
that be sufficient to create a discount maiket m India 9 — Yes, it will be 
possible then 

- 1 3581 That would apply to both expoit and import bills 9 — Yes, m so 

i far as we have the bank’s standing acceptance That is the only way by 
which we can form a discount maiket 

3582 And that would affoid gieatei facilities for short term investments 
on the part of the banks 9 — Yes 

3583 If you form a discount market m this country, do you not 1 hmk 
it is likely that theie will be sufficient numbei of bills to create what you 
call the discount house m London 9 — I doubt, but still theie is a possibility 

3584 Sir Purshotavidas Thai urdas Which will create a better discount 
maiket expoit oi linpo’t lulls 7 — Lxpoit bills will make a bettci discount 
maiket 

3585 Chau man You say the existing facilities foi warehouses are 
satisfactory and fully meet the normal requirements of tiade It is 
slated in lespect of bonded w , aiohou"Os m Calcutt i that then chnigcx aie 
high, their methods are dilatory and that there is no security or guarantee 
given by the bonded warehouses about the quantity of goods warehoused 
Have you anything to say m regard to these points 9 — We have nothing 
to add to the view's expressed by the Exchange Banks Association on this 
xnattei 

3586 It is said that facilities foi handling jute are quite satisfactory 
Will you please tell us youi experience 9 — We thmk they are quite satis- 
factory 

3587 Mr Manu Subedar How is the jute tiade financed beioie it 
tenches Calcutta? — Calcutta firms when purchasing ]ute at their molussil 
agencies employ 7 their own surplus funds fiist, thpieatter bon owing foi then 
fui thru financial lequiiemonts Tiom tin lmpcii.il oi otfipi bank against 
hypothecation of stocks and mortgage of properties and when available the 
guaiantee of the Managing Agents 

3588 Have i you , heard of any complaint made by jute deaieis m 
Calcutta that if the jute is exported through foreign licenced steamers some 

a advances are made by banks against the bills of lading, whilst m the case 
of jute exported through Indian-owned steamers, such as those owned by 
YBaja Janakmath Boy and others, advances are not made against bills of 
blading issued bv the Indian shipping company? — The mills stipulate wffien 
buying jute that it is to be despatched from mofussil stations only b ; those 
orfceamer companies with which they have already entered into an agree- 
ment 

0 3589 So then, the complaint is correct? — r As far as I am aware, the 

hulls have not altered thear rule 
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3590 Chairman It has further been alleged that Indian merchants 
who import from abroad cannot do so on D A terms and that they can do 
business only on D P terms, that m order to encourage the import of 
Manchester piecegoods, facilities are now being offered to merchants to rake 
delivery of goods by advances against the security of the imported goods 
and that m the case of other commodities, such facilities are not freely 
available Am I to take it that the answer given on behalf of the Exchange 
banks might also be taken as the Bengal Chamber’s answer to this ques- 
tion 9 — Yes 

3591 It is complained that it is possible foi Indian exporters to do 
export business only if the foreign importer secures a confirmed lei ter of 
credit m some first class London bank m favour of the Indian exporters 
but that some of the buyers in foreign countries whose financial position 
is undoubted do not like to incur the expenditure of opening credits The 
present practice is said to place the Indian exporter at a disadvantage 
Have you anything to say on this point? Here too, shall we take it that 
your answer on behalf of the exchange banks is also the Bengal Chamber’s 
answer 9 — Yes 

3592 It has been brought to the notice of the Committee by some 

witnesses that m the case of sonic Inch m ‘ 'i < ' 4 ictni\ icfr "’xrs <»e 

not supplied to the overseas merchants bv the Calcutta banks, although m 
the case of Euiopean firms with considnabh h*ss t* som \e’\ good bank 
refeiences are given Have such complaints been brought to the notice of 
youi Chamber 9 Here again would you say that the answer given on be- 
half of the exchange banks is also the reply of the Bengal Chamber? — It 
is so 

3593 It has been suggested that there should be a Government Comp- 
-troller of banks in each province -whose functions should be to exercise 

supervision over the working of prat stock banks including British and 
foieign banks Will you let us have your view's on this suggestion 9 You 
gave us certain views on behalf of the exchange bnnks Do those views 
represent the views of the Bengal Chamber 9 — Yes 

3594 It has been suggested that the appointment of an independent 
auditor by Government will increase the confidence of the public ra the 
institution Will that advantage accrue if the Directors, and not Govern- 
ment, appointed the auditor 9 — No, we do not think that it wall be necessary 
If this is a question of the second auditor, we are of opinion that the same 
advantages will accrue 

3595 Do you expect any special advantages from your proposal to have 
an auditor appointed by the Directors in addition to the auditor appointed 
by the shareholders 9 Mr Cook, you answered a similar question on behalf 
of the exchange banks May I take it that that is also the answ T er of the 
Bengal Chamber 9 — Yes 

3596 If there were a Government auditor, would you make any dis- 
tinction between Indian and foreign (including British) banks 9 — 1 can say 
that we make no distinction between Indian and foreign banks If it were 
considered necessary by Government that an auditor should be appointed, 
we cannot say no 

3597 You say you are not in favour of placing any restrictions on the 
business of banks May I take it that your idea is that banks should do 
all legitimate banking business 9 Is it your idea that banks should be free 
to do all legitimate business? — Yes 
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3598 It has been suggested that some important bank failures {e g , 
Alliance Ba nk) in India were due to the banks’ indulgence m other than 
legitimate banking business and that banking business should, m order to, 
prevent such lapses, be defined by the Legislature May I have your 
views on this suggestion? — Even if that were so, we could not recommend 
that banking busmess should be defined by the Legislature 

3599 Mr Manu Subedar In reply to a previous question you said you 
were not m favour of placing any restrictions on banks You know there 
are certain regulations with regard to banks m England and also elsewhere 
Would you be opposed to the introduction of such regulations m India? — • 
We are definitely of the opinion that there should be no restrictions on the 
business of banks 

3600 You say that persons and firms staling themselves “bankers” do 
not attract deposits from the public to the same extent as an institution 
calling itself a “bank” and it is enough if the use of the term “banks” is 
restricted by legislation Will not your suggestion lead to some of the 
mushroom banks using the word “banker” instead of “bank” and make 
them interfere prejudicially with the operations of the indigenous bankers? 
— You see there are two classes of moneylender, one who probably m most 
cases does business with his own capital and takes very little of deposit, 
and theie is the indigenous banker who m some parts of India makes a 
regular practice of getting deposits When we wrote this reply, we were 
really referring to moneylenders 

3601 Is it youi intention that these indigenous bankers who do make 
a practice of taking deposits should in accordance with the original proposals 
of the Government of India be required to register themselves under the 
Indian Companies Act’ — Yes 

3602 Therefore you would make a distinction between those whn 
habitually take deposits and those who do not’ — That is so 

3603 And those who habitually take deposits, wdiether they ire joint 
stock banks, or loan companies or indigenous bankers, should, in the 
opinion of your Chamber, be required to register themselves under the 
Companies Act’ — That is so 

3604 Aie you correct m saving that persons and films styling them- 
selves bankers do not attract deposits from the public to the same extent 
as banks 0 In cases m which indigenous bankers attract large depos-ts 
from the public, would you m the interests of depositors like to ley down 
any regulation governing these operations ? I think what you have already 

told us on behalf of the exchange banks meets this question too? — Yes 

/ 

3605 You saj that theie should be an obligation on the bank to set 
aside adequate sums for leserve and depreciation funds Will you kindly 
say what limit you wall place on the amount of these funds and whether 
they should bear any propoition to paid-up or subscribed capital’ — We 
consider that adequate sums should be set aside for reserve and deprecia- 
tion funds 

* 

3606 What peicentage would jou recommend’ — 50 per cent of the 
capital 

3607 It has been pointed out that exchange hanks whose mam business 
is the financing of foreign trade have latterly begun to compete with the 
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Indian joint stock banks m regard to the financing of internal trade also 
and that this competition is an unequal competition It has therefore 
been suggested that the operations of the exchange banks should be res- 
tricted to the financing of foreign trade Will you kindly state youi views 
on this suggestion? May I take it that your answer on behalf of the 
exchange banks also represents the view of the Bengal Chamber*'' — Yes 

3608 It has been suggested that deposits leceived from the public m 
India should be utilised for the development of Indian tiade and industries 
and that exchange banks should be made to follow this rule Have you 
any objections to this suggestion? — The Chamber does not see how any 
actual deposits could be earmaiked foi any particulai purpose But we 
can say fiom experience that the deposits which are taken m India are 
utilised in India and invested m business here 

3609 It has been pointed out that non-national banks m some of the 
foreign countries such as United States, Gcimany, Japan, Italy, etc , aie 
required to take out a license for carivmg on banking business m those 
countries, and it has been suggested that similai procedure should be 
followed m India also Do you agree with this suggestion? If not will 
you kindly state youi reasons 0 Here too, I take it that your views 
expressed on behalf of the Exchange Banks’ Association represent the 
views of the Bengal Chamber ° — Yes 

3610 If theie is a system of license, will you state whether you would 
make a diffeience between British and other foieign banks? — We replied 
billy to this yesteiday 

3611 In ansuei to question 6 in Section 3 of youi memorandum you 
refer to your reply to Question 3, but there is no reference m that ques- 
tion to the propoition of cash balance to time and demand liabilities and 
the publication of balance sheets Will you kindly say whethei you think 
it necessary to pi escribe by legislation a definite pioportion of cash 
balance to be maintained by banks" — We do not think that there should 
be any law controlling the actual proportion of cash balances to time 
and demand liabilities, m our opinion, it is impossible to do so 

3612 If a Reserve Bank I*; established, the member banks ■will be lequucd 
to keep a minimum deposit of a certain percentage of their demand and 
time liabilities with the Reserve Bank Will you kindly say whether the 
membei banks should, m addition, be lequned to keep any definite pio- 
poition of cash balance with themselves? — Our opinion is that apait from 
the regulations which mav require a certain amount of cash to be lodged 
with the Reserve Bank, w r hen it comes into being m India, bv the member 
banks, there should be no legislative requirement about the banks keeping 
a certain amount of cash balance 

3613 Do you think that there aie any^ other matters which should be 
piovided for by legislation, e g , the Shareholder’ Association has referred 
to (a) piohibition of loans to directors so as to pievent abuses, as in the 
case of the Alliance Bank, the Peoples’ Bank and the Amritsar Bank, 
(b) to auditors as was the case m the Bengal National Bank, and (c) 
definition by law of the rights and obligations of Dnectois, etc — We do 
not think it would be desirable to enfoice prohibition of loans to director 
That would lay a heavy penalty of any big and impoitant and, there- 
fore, valuable dnector oi business man joining a bank as dnector In 
regard to (6) of your question, we can only recommend that there should 
br double audit In regaid to (c), I am afraid this is more or less a legal 
question and we are unable to reply to it 
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3614 Chairman You say that the regulation of expeditious liquida- 
tion is a matter for the court It has been suggested that m England 
some kind of control is exercised over the liquidators of joint stock banks 
which has the effect of exercising a chastening influence on liquidators and 
shoitening liquidations and keeping down costs Will you kindly state 
rour views on this suggestion 9 — We would approve of any proposal which 
would improve matters m this respect 

3615 It has been suggested that the grant of power to the Go^eraor- 
Ueneral in Council to order transfer of winding up proceedings fiom one 
province to another might also lead to expeditious liquidation m the case 
of banks whose creditors are m more than one province It is said that 
m England the Lord Chancellor has such power 'Have you anything to 
•sa} on this suggestion 9 — We also agree, if it is going to improve matteis 

3616 It has been pointed out that m England, creditors have the 
power to nominate a liquidator of their choice unless the majority of 
^Directors have filed a statutory declaration that within 12 months from the 
commencement of the liquidation, the debts of the compans^ would be 
fully paid Are you in favour of a similar provision being made m India 9 
— We see no objection to follow the procedure adopted in the "United 
Kingdom 

3617 It is said that advance payment to depositois m the case of 
the Alliance Bank was facilitated by the guarantee of Government and 
that such advance payment was a great convenience to the creditors of 
the bank Are \ou m favour of a p»ro vision under which either the Re- 
serve Bank or an Association of Bankers should be charged With the 
•duty of giving such a guarantee after careful examination of the assets 
of the insolvent bank 9 — Yesterday, when I gave evidence on behalf of 
the Exchange Banks Association, a proposal was put forward to the effect 
that there should be some institution which could take over the bank 
which was m difficult} provided that it could be run for three months 

I leferred to the Canadian piactice — We think that would probably be 
a most satisfactoiy way of ariangmg this matter 

3618 You say that any question of amalgamation or reconstruction 
must be left to the shareholders or the creditors of a particular institu- 
tion It has been suggested that the expert advice of the central bank- 
ing institution oi of the bankers’ association might be useful m regard to 
this matter although the final voice should be left to the shaieholders and 
the creditors Will you kindly state your views 9 — We agree that the 
advice of the central banking institution or of the bankers’ association 
would be useful m the matter, but ve think that the final voice must rest 
with shareholders and creditors 

361 9 It has been suggested that the cost of liquidation could be reduced 
to a minimum, and that the assets of banks m liquidation should rest m, 
and the winding up done by, a special official receiver on a fixed per- 
centage of remuneration Have you anything to say on this suggestion? 
— We see no objection to the suggestion, presumably such an official 
receivei could appoint a reputed firm of accountants to do the work if he 
considered it necessary 

3620 It has been suggested that when an application is made bv a 
shareholder for instituting criminal proceedings under the Companies Act 
against a bank, the complainant should be required to obtain a certi- 
ficate from the Advocate General to the effect that there is a prim a facte 
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case, before the complainant can institute proceedings Will you kindly 
tell the Committee what vour views are on this suggestion’ — This is a legal 
question and we have no views on it 

3021 Fiom a practical point of view, what would you say’ — We are 
tn favour of anything that could be done to strengthen the position of a 
bank, from being falsely accused m any wax We cannot suggest any 
remedy 

3022 You say that it would be advantageous if branches of banks of 
first class standing were opened to co-operate with the indigenous bankeis 
and assist m linking them up more directlx with the mam monev markets 
in India Will von kindly develop your point a little more fully ? Can- 
not such co-operation be staited m lespect of existing branches of banks 
of first class standing? What are your ideas about bringing about such 
co-operation and the linking up of the indigenous banker with the money 
maiket? — We are entirely m fnvoui of this being done, but we cannot 
suggest m any wav how it could be done, the difficulty being that banks 
cannot be expected to open m districts wheie tliex aie unlikely to pet 
enough business to pay their expenses, but we do think that xvith the 
giadual increase of joint stock banking m the couutix , the linking up of 
the indigenous banks with monex markets will nntuially come 

3623 That does not meet mv question Mv question v as whether co- 
operation of the nature contemplated could not he staited m respect of 
existing branches of banks of first class standing Tlieie must be many 
stations m India at present wdiere there are branches of first class stand- 
ing Will it not be possible to start this co-opeiation at those places’ If 
such co-operation were a practical proposition what stands m the w r ay of 
its being started immediately at stations wdiere branches of banks of first 
class standing already exist? — It could be done m a way by discounting 
paper We think that the Imperial Hank with its many branches must 
leally be in a position to say whether it is possible to link lip the money 
markets with the branches they have opened 

3624 Does not that lead to the inference that the opinion expressed 
by the Chambei was sent up without any careful consideration of the pro- 
blem’ — Of the problem as to how it is to be carried out, yes 

3625 You sav that until a central banking authonty can be created, the 
regulation of the bank rate should be m the bands of the Imperial Bank 
without interference from the executive government It, hns been sug- 
gested that so long as the control of curiency is m the hands of Gov- 
ernment, Government should have a voice in influencing the bank late, 
as the bank rate affects the cunenex reserves of the country Will you 
kmdiy state your views on this suggestion’ — In the answer winch Mr 
Ingram gave this morning he said be would be prepared to add that the 
executive government should undoubtedly have the right to influence the 
bank rate w r ith reference to international considerations May we give 
that as the opinion of the Chambei’ 

3626 The Bengal Chamber’s views, I take it, aie the same as those 
o<. Mr Ingram, that Government must be allowed to have some xoice m 
the matter when international questions came into plax ’ — There xxeie 
three considerations winch he mentioned 

3627 Mr Manu Subcdar The question w T hich I put to Mr Ingiam 
this morning w r as ‘As in. other countries, would you expect the bank 
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rate to be regulated with reference to money conditions m the country 
and with reference to the gold reserve with the central authority ?’ Mi 
Ingram said that he would add another condition, viz , a leference to inter - 
national situation But m that answer the vhole point was that the regu- 
lation of the bank rate should be with the central banking authority, who- 
ever they were, and not with the Government The piesent question 
goes beyond that, it is foi you to say ■whether you like it to be with the 
Central banking authority — We think that Government should certainly 
have a voice m influencing bank rate, but we think that' the final decision 
should lest with the Imperial Bank or the central banking institution 

3628 Mr Khaitan But if the central banking institution has the pover 
of note issue and the control over the reseives, what occasion, do you 
think there would be foi Government to interfere m the fixing of the 
bank rate? — When the conti ol of cuirency is taken away from Govern- 
ment and put m the hands of a central authority, we do not think that 
Government would m any way ‘ interfere with the bank rate, which vould 
be governed by the same principles as m other countries 

3629 Let me make my question eleaiei to you At the moment m 
India the power of issuing notes and theiefore the corresponding duty of 
maintaining the cunency reserves are with Government When you say 
that Government should have a voice, it naturally follows that if it is to 
maintain the cuirency reserves Government must have a voice Do you 
mean by that that Government, m voicing its opinion, about the fixing of 
the bank rate, should be guided by the very principles by winch a cential 
bank m another country which has the power of note issue vould be 
guided? — Yes, we do 

3630 Mi Rush foi th You say that Government should have a certain 
amount of say m the matter Should that say be restricted to an advisoiy 
eapacitj or should they have executive power? — I should say that it should 
be m an advisory capacrty only The managers of the institution which 
would control the bank rate should certainly have the last sav 

3631 In this connection, I think the Bombay Chamber stated than m 
England Government had poweis m eeitam circumstances to sav that the 
bank late must be put up I have not been able to get this statement 
confirmed Is that actually the case or not? Foi instance m August 
1914, was it an actual order of the Government of Britain that the bank 
rate should go up to 10 pei cent oi was it done at the instance of the 
Bank? — I could not say 

3632 Chan man Heie is a book by Mr Paikei Willis on foieign bank- 
ing systems m which he says “The post-wai experience had a veij 
poweiful influence 1 m confirming many m the opinion that a central bank 
should be at hand as a mechanism for contiolhng and directing move- 
ments of puces, foi forcing other (non-central) banks to accept the oiders 
of the Government, and to co-opeiate with it in can} mg out its piojects, 
and for controlling the money market situation on behalf of Government 
operations” Then he goes on, with regard to the Treasury, “As a 
consequence of this situation, theie has been steady tmkenng on the pait 
of the Treasury with the discount late m the effort to keep it lowq and 
hence to facilitate the flowing of new Tieasuiy obligations, while theie 
has been equally steady effort on the pait of the Tieasuiy to control and 
direct the actual policy of Beserve Banks” That refers to Amenca 
What is stated here beais out what the Bombay Chamber told us the 
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other day —The Chambei could not suggest anything else m the face of 
evidence that it is custom aiy m all countries for Government to have the 

last word 

8633 Sir Pinshotamdas Thal%urdas What I wouTd like to understand 
clearly from you is this fhstly, whether you think that m India it is 
desirable that the contiol of credit and current should be m one hand 
or that it should be allowed to continue, as at present, in two hands 
What do you think is the ideal you would woilc up to'’ — The feeling of 
the Chambei is that the control of credit and currenc\ should be m one 
hand 

3634 At piesent ciedit is controlled by the Imperial Bank and currency 
is controlled by Government? — That is so 

3635 Until therefore tlieie is a change in the present position, is th'.ro 
any suggestion which youi Chambei would like to put forward as being 
feasible? — No suggestions aie put fonvard at piesent neyond the fact 
that the matter wall be consolidated by the creation of a Central Bank 

3636 Till then you have no suggestions to make? — No 

3637 But you said just now in the course of discussion that what 
happened in regard to the Impenal Bank rate, when it was raised to 8 
pei cent a year or eighteen months ago in spite of the opposition of the 
Govemois of the Impenal Bank, is a thing which \ou do not approve 
of?— Yes 

3638 And I understood you to say that vou thought that it would be 
desirable if Government only advised the Imperial Bank as to what their 
view was, but left the final decision with that bank — with the exception 
that Government must have poweis which m case of emergencies thev 
can use 

3639 An emeigency like the War, oi something like what happened in 
1914? Surely 18 months ago it was not an emergency ? — It appeared pre- 
sumably to Government, who weie responsible for their polic\, as the only 
thing they could do 

3640 So that what you considei an adequate emergenev m India is 
somewhat diffeient from what would be considei ed an emergenev m 
England, because m England m the whole career of the last one hundred 
years, theie has been only one instance when the Goi eminent of Gieat 
Britain forced the Bank of England to laise the late and that was at the 
out-break of the Wai — The Government heie aie not in the same posi- 
tion as they are m England m regaid to the control of currency 

3641 So I say that here you would define emergency as something 
somewhat different from what has been defined as applicable to England 
under similar cncumstances? — I am afraid that we are not autlionsed to 
go beyond what w r e have already stated As things aie we would leave 
the matter m the hands of the Impenal Bank until a cential institution 
is created 

3642 Are they m the hands of the Impenal Bank now'? — Piesumably 
the Impenal Bank fixes the late 

3643 Inasmuch as the Impenal Bank publishes the bank i 'tes, you 
think they are m their hands? 

3644 Ghairman As the Imperial Bank has no control ovei currency, 
operations, it would be impossible fin that Bank to be the final authority m 
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-regard to the bank rate in the present conditions — We are not in favour 
of a bolstered bank rate , at the same time it is difficult to say definitely 
-that we can condemn the position which at present makes it necessaiy . 

3645 Sir Purshotamdas Thakurdas It is not my intention to ask either 
foi jour condemnation 01 approval But I do feel that when -you give 
evidence on a mattei like this j'ou must give us, if you will, something 
more definite than mere generalities The Imperial Bank and people 
connected with it have been misunderstood and even criticised One 
-does not mind that, but when we aie talking acioss the table to persons 
of your knowledge and standing, w r e might hope to get some assistance 
If you would rather not go beyond what you have stated, I shall leave 
it at that, but let us recognise facts as the% are — We do not really see 
how we can veiy much go fuither than the answei given, viz , that the 
dual control by the G-overnment of India and the Impel lal Bank is un- 
satisfactory 

3646 What we w'ant is some fuither amplification of the next part of 
your answer where you say that 'until a central banking authority can 
be created, the regulation of the bank rate should be m the hands of the 
Imperial Bank without interference from the executive ’ I am asking 
you whether the intention of that is that your Chamber desire that the 
Government of India, should not interfere with fluctuations m the bank 
rate? — The intention is that they should not put it up to 8 per cent 

3647 Take foi instance the position of the Imperial Bank to-day 
They have a cash balance of 27 croies and the bank late is 5 per cent — 
It is only temporal y on account of the policy of the Government 

3648 Therefore, is your suggestion feasible under present circum- 
stances? — We cannot suggest anything, we do not see what can be done 

3649 I am tiymg to bring out whether your suggestion is feasible or 
not I have given you two conciete instances Undei present circum- 
stances, so long as Government is m contiol of currency and when 
Government have always the power to make money sufficiently expensive, 
should they go on as they are doing? Cheap money is what is lequired 
at the present time and it is out of proportion to the bazar rate The 
whole point theiefore is, as long as the contiol of cunency is under Gov- 
ernment, can the Imperial Bank effectively control the bank late? — It 
cannot 

3650 Mr Manu Subedai You have said m your memorandum that 
the dual contiol by the Government of India and the Imperial Bank is 
unsatisfactorj and therefoie you would like to see this sj r stem changed and 
a unitary contiol established When that unitary contiol is established, 
tbeie would be no occasion for Government interference, because the bank 
w r ould then fix the late wnth reference both to credit and to currency? — 
That is so 

3651 Chan man Does that modify the statement you pieviously made 
that even under those conditions, it might be necessary for Government 
to interfere ? — There might still be occasion for interference 

3652 You say that the reason wdiy bills are not fieely used m India 
is due to the difficulty m ascertaining the financial standing of the signa- 
tories to a bill Will j'ou kindly explain how this is ascertained in 
countries outside India and what special difficulties there are in India? — 
We do not think that m the present circumstances there are likely to be 
enough bills on the market to create a discount market 
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3653 My question v as Iiow the financial standing of uhe 

signatories to a bill is ascertained in countries outside India and 
what special difficulties there are m India on the subjects — 

It is much easier to find out the correct financial standing 

of firms m other Western countries than it is m India, for the reason 

already given that the two money maikets of the bazaar and the banks 
make it very difficult to know how much a firm may be owing m other 
places, and therefore it is very difficult to gauge the financial position of 
such firms So long as that is so it would be difficult to have their 
bills freely circulated m a discount market 

3654 It has been stated that the other reasons for this state >f affairs 
are (1) the high stamp duty on bills and (2) lack of encouragement by banks 
m regard to discounting facilities and that if the stamp duty is reduced and 
banks were prepaied to discount bills endorsed by appioved indigenous 
bankeis or shroffs at slightly lover than the bank late, the bill habit will 
be greatly piomoted Have you any views on this suggestion? — We have 
no views"beyond those already expressed The difficult} in the way is the 
difficulty of finding bills moie than the stamp dut\ on them oi the hesita- 
tion of the banks to discount them If theie is a possibility of getting 
better information as to the condition of affairs, the difficulties mentioned 
would be removed 

3655 Chairman You say that the nnnngements of banks maintaining 
their own godowns work satisfactorily It has been suggested that the 
piesent practice of banks holding stocks in their own godowns undei their 
own lock and key is not quite acceptable to the commercial public and 
that the establishment of a central go down b\ all the banks working m 
the locality, vdtose warehouse receipts might be accepted as a collateral 
security for advances would be advantageous from all points of view Will 
vou kindly state youi view's on this suggestion? — I do not think that the 
present system is unsatisfactory and v'e doubt whether am w alehouses 
winch w'ould be started by different banks would be at all acceptable 

3656 Mi Buchlcy You state m youi memciandum "Banks release 
goods on trust receipt when m their opinion the standing of the paity con- 
cerned wan ants their doing so The Chamber considers the practice to 
be satisfactory, and they have no suggestions to make with legal d to it ” 
The system m vogue in India of trust receipt as veiy laigely used 
as an easy form of credit The pnnciple of the trust receipt is quire sound, 
but unfortunately many cases have occuned vdieie the teims of trust receipts 
have not been adheied to and frauds have been peipetrated Do -sou not 
think that an offence of this nature should be made a criminal offence under 
the Indian Penal Code so that the banks may be oncouiaged to continue this 
particular form of credit? — Yes v r e w'ould favoui that the offence be made 
a criminal one 

3657 Mr Manu Subedar It has been suggested that if the banks give 
facilities for discounting at a lowei late to the shroffs, the discounting habit 
will be encouraged I want to ask you vlieibei you appiove of the pio- 
visions under which the Impenal Bank can borrow' fiom the Cunencv 
Reserve, w hen the bank rate goes up to 6 per cent But m this case they 
can only 7 borrow at the bank rate, they cannot pass on their benefit to their 
constituents Would you favour the anangements until the Reseive Bank" 
is started' by 7 w'hich the Imperial Bank can boirow at 1 per cent under the 
bank rate on first class bills? — We think that the Imperial Bank should 
not be allow'ed to borrow money under the bank late It should be at 
the bank rate 
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3658 But fhe market wall not get any benefit of it, if it is at the bank 

rate'; J n that case we think m an ordinary way the bank rate may go up 

3659 But there will be no elasticity with regard to the banking reseive 
m the country Is it not’ — When the bank rate goes up at the time when 
the bank is bon owing from Government, money is very tight Ilie actual 
amount which is taken from Government is not large compared tq the 
requirements of the country as a whole It would have to boirow again 
very quickly as the market is tight Therefore, we think it would not 
serve any purpose to make any alteration 

3660 Theie is a very inteiesting suggestion by your Chamber and u. 
is this Supei-tax is paid where the piofits exceed Rs 50,000 m lespect 
of small banks A suggestion is made that this prevents the amalgamation 
of small banks In that case would you favour the exemption of small 
banks which amalgamate fiom super-tax foi five yeais after such an amal- 
gamation’ — I think we have lephed that we would not be in favoui of it 

3661 One of the objects of this Committee has been how to encourage 
banking on sound lines in this country and if there w ere any sei ions im- 
pediment m the way of small banks from being amalgamated, this is one 
of the ways as I have suggested to you It would be m exceptional cases 
and would not apply to the joint stock banks In such cases would you 
favour it as an exceptional ease’ — I should prefer to refer this question to 
the Chambei and then leply to it 

3662 Mi Khaitan If it is not your intention that some relief should 
be given, why have you replied m this way’ I thought it implied some 
rehef ? — We have not thought of the definite foim of relief 

3663 Chairman Their recommendation is quite diffeient They &ay 
fuither in their memorandum “Readjustment of the supei-tax regulations 
is desirable so that the staiting point should bear some definite relation to 
the capital employed " 

3664 Dr Hyder You say “Your Chamber has no suggestions to make 
with regard to the establishment of bonded warehouses" You knew salt 
is a commodity which is stored m the bonded warehouses or s^rae otliei 
godowns What is the diffeience between a salt gola and a bonded 
warehouse ’ 

3665 Mr Khaitan I may tell you that in Calcutta Government salt 
golas are solely used for storing salt only 

3666 Dr. Hyder In lespect of these salt golas meichants impoitmg 
salt pay duty when the salt is issued out of the golas Would you favour 
a pioposal on these lines that the duty should be paid only when the goods 
are taken out of the bonded warehouse and the duty should not be paid 
when the goods are taken into the bonded warehouse’ — Please repeat; the 
question 

3667 Chairman His point is this In the case of salt the duty is paid 
at the time the salt is cleared from the Government golas but m the case 
of articles stored m the bonded warehouse duty is paid when the articles 
are to be put into the warehouse, undoubtedly there is a question of draw T - 
back but he wants to know whether your Chamber would support the 
arrangements under which the duty id the case of articles stored in the 
waiehouses is paid wdien the articles are withdrawn! from the warehouses’ — 
Customs authorities wont the duty paid at the time of clearance from the 
steamer 
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3668 Dt Hyder Apart from the question w hethei the Customs authori- 
ng^ would allow or not, may X If now if youi Cliamhei would faxoiir such an 
ai langement? — We do not think that the Customs Mould allow this pio* 
ceduie There was a case when a merchant had put into the warehouse 
cal an goods and those goods were not taken delivery of Then the 
Customs C had to sell the goods and they sulfered a loss So, I do not (bmh 
that the Customs would agree to this proposal 

3669 I am simply asking your view? — We shall put the question before 
the Chamber and they will consider this point 

3670 You say “the allocation of profits to dividends should be forbidden 
until all prel im inary and flotation expenses have been paid " My difficulty 
is ju connection with the flotation expenses Would you specify lefimtciy 
what the preliminary and flotation expenses would be 7 — Preliminary ex- 
penses winch include flotation expenses also include solicitors’ fees, regis- 
tiation fees and stamp dutv, cost of printing prospectus, application forms 
tic , and articles of association, also cost of advertising 

In slioit the expenses incidental to the formation oi promotion cf a 
company 

3671 Do -sou show the item of good-will separateh m the Vlance- 
sheet? — -Yes 

3672 Mr Lamond You say that one direction m which protection 
might be given to banks would be to insist on numbers of the shaies or 
stock bought and sold being specifically stated m the conti acts Would 
you also be m favour of insisting on transfeis being lodged foi registration 
with banks within a fixed period — say two months v — Provided tbs Slock 
Exchange agree At present they do not like to press the matter of 
registration 

3673 Mr Rushforth I would draw your attention to peingiaph 17G ;r 
the report of the Bengal Provincial Banking Enquny Committee 
m connection wyth the preference given to Europeans by the jute 
mills It is also lefened to m an article w’hicli appealed in the 
“Statesman" I think it will be better if your Chnmbei could throw some 
light on this point 7 — Would you like to have written evidence on the 
subject ? 

3674 No, it you can tell us something on the subject just now, it 
will be very interesting? — At the end of that paragraph, it "has been stated 
“with a few exceptions the mills do not allow the Indian brokers to call 
on them to sell jute ” Fiom peisonal knowledge I know that this state- 
ment is incorrect There are only a few mills, one or two, who do not 
encourage Indian brokers to call on them The rest of the mills have, I 
should say, more Indian brokers calling on them than European In cases 
where Indian jute sellers pay 1-J- per cent brokerage the % per cent re- 
presents “guarantee commission’’ paid to the European broiler for under- 
signing the contract thereby guaranteeing the fulfilment of the contract to 
the mill One of the largest group of mails an the season 1928/1929 pur- 
chased 41 per cent of their requirements from European sellers and 59 
per cent from Indians In the following year the percentage was European 
21 per cent Indian 79 per cent 

3675 Mr Khaitan We want to know what quantity was purchased 
from the European brokers and the Indian brokers? — I have no figures 
available at present 
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3676 Chairman Theie are two other paragraphs also m the Bengal 
Provincial Committee’s leport and what is really wanted is the proportion 
done through Indian brokers and also through the Euiopean brokers 

3677 Mr Rushforth If vou look at the figures of the Imperial Bank 
from 1921 to date, you will notice a dimunition m the amount of bills dis- 
counted but there is an increase m cash ciedits It has been stated that the 
cash credit is partly responsible for the unpopularity of bills- Do you think 
that competition between the two systems that continue is responsible for 
this 9 - — Probably so But I do not sav that an am wav it wall create a dis>- 
eount market 

3678 Clian man Do you mean to say that the development of cash 
credit system of the Imperial Bank has interfered with the development of 
the bill system 9 — No, it has not mteifered exactly 

3679 Mi Rush forth One would have expected the development of the 
bills with the growth of the Impenal Bank but instead of that the bills 
are getting less and less year by year The other day I also noticed in 
a Home paper that the bills m the London market are getting less owing 
to the fact that merchants prefei loans or cash credits If that is so m the 
lnghh developed market like the London maiket, is theie any hope to 
develop the bill market m India 9 — We aie doubtful whether the market 
can be created 

368U Chanman You have not stated theie any reason You simply 
say that owing to the competition of these two sy stems it is not likely that 
the bill discounting market wall develop m India 9 — No, but I am saying 
that it is one of the reasons which Mr Bushfoxth has put foiward 

3681 Mr Ramadas Pantulu Do you think it wall be to the advantage 
of the agiicultunst if he has facilities to stole his produce foi a favourable 
market 9 — We have no intimate knowledge of the affairs of the agriculturists 
m the mofussil centres We are not m a position to say Do vou lefer 
to any particular land of produce? 

3682 Bor instance, the Punjab Banking Committee have lepoited that 
m the ease of cotton, facilities for storage wall not be of anv use, biff m 
the case of wheat it may be useful and so on I would like to know whether 
m the opinion of your Chamber it will be advantageous to the middle class 
cultivators and agnculturists it they had storage facilities 9 — With ae^ard 
to jute, the raiyat has a certain amount of storage facilities They are 
almost always small men w r ho store their goods m their own houses and they 
bnng out just enough for sale whenever they are m need of money to meet 
their current expenses 

3683 Do y-ou know about the conditions of other crops 9 — They are also 
much the same 

3684 You cannot say whether they have got adequate facilities or not 9 — 
No, I cannot say 

3685, Supposing a middle class agriculturist or cultivatoi w^ants to pay 
his land revenue or has to meet other urgent expenses Aie there any 
credit facilities available at present for, him to meet his urgent demand 9 — 
'He is almost always financed by the village mahajan 

3686 Are you awax*e that when such loans are taken, the mahajan 
generally couples the contract to sell him the produce at a very un- 
romunerative price to the producer 9 — What we have gathered from 


400 


local information from Hooghly is that the ryot first of all tries his mail a] an 
and failing him he goes to his landloid Generally the rate of mteiest 
varies from 3 pies to 1 anna m the rupee per mensem Generally these trans- 
actions are simply recorded in a small account booh of the mall a] an, no men- 
tion of the rate of interest or the period foi which the loan is taken being 
made In cases of non-payment, the mahajan files a suit within 3 years 
from the date of the transaction, and the court geneially allows him 
mteiest at 6 pies m the rupee pei mensem There is anothei form of 
transaction, which is registered and can be sued for up to llie end of 6 ye ms 
m case of non-payment 

3687 Have any members of your Chamber acquncd first hand know- 
ledge of the conditions of the agriculturists, their operations, their finan- 
cial requirements, etc , by going into the m tenor of the country’' — Hone 
of us has done so 


3688 Sv Purshotamdas Thahuidas I understand the Bengal Cliatnbei 
of Commerce controls the working of the Boyal Exchange at Calcutta Is 
that so’ — Both the institutions aic, of course,, connected with °ach other 
The Bengal Chamber holds its office and its committee meetings, etc , iu 
the upper flats of the Boyal Exchange Building 


3689 The populai impiession is that the Boyal Exchange and the Beiigal 
Chambei of Commerce are actually controlled by one and the same party 
Is that the correct position? — Mt Buckley That is not so 


3690 Sir PunJiotamdat Thalurdas Ma\ I know the nntme of the 
business conducted at the Boyal Exchange? — Mei chants genernlh meet 
there during the middle of the day to discuss and transact business 

3691 Is it a fact that no Indian is allow ed to be a member of the Bo\ al 
Exchange’ — So far as we aie aware there is no such restriction As 
a matter of fact we know that Mr -Tov Chunder of Messrs S C Chundei 
and Co , and a few other Indians are members of the Boyal Exchange 


3692 The information given to me while m Calcutta was that Indians 
are not permitted to be members of the Boyal Exchange’ — That is not a 
correct state of affairs We know that Messrs Ga/dar & Co , were also 
members of the Boval Exchange As a matter of fact, these Indian mer- 
chants wdio come to deal business matters there have got a separate loom 
adjoining to the room allotted to the members of the Bo\nl Exchange 
House, and then we talk across the counter and transact business (Tins 
answer was subsequently modified bv the witness as follows — Such ft 
rule was not m force m the past for w T e know of several Indian firms who 
er» members The Gazdars weie members) 

3693 Am I correct m saying that the Boyal Exchange building floor is 
not open to Indians? — I do not think it is conect to say so, because 1 nave 
seen several Indians there I am not aware whether anv Indians have 
been refused admission to the Boyal Exchange as memtieis 

3694 Mr Khaitari As regards the ante-chamber which you spoke of, 

is it not a fact that passes are given only to those persons who are members 
of the Boyal Exchange and that no self-respecting Indian. w r ould go there 
under such circumstances and that those Indians w r ho really go there have 
got to go in ag under-brokers of the firm who is a member of the Boyal 
Exchange? Any number of well-to-do balers go m without passes to that 
room . - . 
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3695 Do you think that any person with any self-respect would go to 
the ante-chamber when he is not allowed entrance to the mam room? — 
Indian businessmen who may desire to consult Europeans in the Royal 
Exchange have ever} 7 facility for doing so Indians who are not members 
of the Royal Exchange have only got to look through one of the many 
doors to immediately get into touch with any member 

3696 Is it not a fact that for a good many years Indians weie not. 
permitted to be members of the Royal Exchange? — May be, we cannot 
say, but we know several Indians who have been members for long 

3697 Are }ou aware that in recent years big Indian firms and dealers 
m jute who desired to become members of the Royal Exchange were told 
by the latter that they should not apply because they would not be 
a dmi tted as members ? — We have no knowledge about that 

3698 Sir Purshotamdas Thalturdas You representatives of the Bengal 
Chamber of Commerce do generally endorse the opinions expressed by 
Messrs Cook and Ingram who were examined by this Committee yester- 
day and to-day ? — Yes 

3699 Therefore the views of the Bengal Chamber of Commerce and 
the Exchange Banks’ Association on questions dealt with before this Com- 
mittee are identical? — Practically so 

3700 The Bengal Chamber of Commerce is the most premier British 
Association m India ? — Yes 

3701 You, gentlemen, have heard the evidence of Messrs Cook and 
Ingram yesterday and to-day and you have also heard the various points 
that have been raised and discussed very fully? — Yes 

3702 Now, I wonder whether your Committee would be wilLng to 
send us a supplementary memorandum indicating what changes your 
Chamber and the Exchange Banks’ Association are prepared to introduce 
forthwith in view of the discussions and the elucidation of the various 
view points which have taken place between the Committee and the 
representatives of the two bodies yesterday and to-day We have together 
discussed various points very frankly and you gentlemen have all tried 
to help the Committee as much as you can You, I am sure, have seen 
the view-points which have been put to you yesterday and to-day being 
reflected before this Committee by various Indian commercial bodies 
I feel sure that vou will be inclined, and think it worth your while after 
going through your evidence tendeied before this Committee to place it 
before your Chamber and the Association respectively and that you would 
jointly prepare and send to the Committee a further memorandum 
(confidentially if you want to do so) indicating what you think can be 
done forthwith m order to remove the disabilities that the Indian meican- 
tile commumty suffer from at present that have already been placed 
before you with a view, first and foremost, to allayjng the disturbed feelings 
m the minds of the Indian commercial community, as also to lightening 
the task of this Committee m arriving at a satisfactory conclusion m 
regard to these matters? — We are very glad that you have put the case 
before us so nicely We will report to our respective bodies the views 
of the Committee and shall be very glad to forward to you, if the Chamber 
and the Association so decide any "considered decisions that they might 
arrive at 

The examination of the representatives then concluded 
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TWELFTH DAY. 
4th September 1930. 


Present 


Sir Bhupendra Nath Mitra, K C S I , K 0 I E , C B E ( Chairman }* 


Mr V Eamdas Paktulu. 
,l\Ir W Lamond 
Mr P W Buckley 
Seth Hap Abdoola Haroon 


Mr D P Shaitan 
Mr F V Bush forth 
Mr Make Subedar 
Dr L K Hyder 
Mr V K Aravamudha Aaangar, M A , C I E ( Secretary ) 

Mr B P Masani, M A (Joint Secretary) 

Mi D S Sastri, the representative of the Andhra Bank, Ltd., was 
examined 


3703 Chau man Mr Sastn, you represent the Andhra Bank Limited? 
—Yes 

3704 Aie you the Secretary of the Bank? — Yes 

3705 Can you tell us when it was started? — In 1923 

3706 How much deposit monev have you got? — About 5 lakhs 

3707 Any leseives? — About Bs 11,000 

3708 You say that the Chitlivalasa Jute Mills were purchased by a' 
European firm of Calcutta Can you tell the Committee what prevented 
Indian firms from buying these concerns ’ — Enough notice v. as not given 

3709 But did not the European film who took it over suffer from the 
same disability ’ — I cannot soy 

3710 Did your hank take any interest m the matter? — No 

3711 Where are these mills situated’ — Near Vizianagaram 

3712 Mr Mann Subedar Who were the creditors? — I am not sure 

3713 If there was very short notice about the sale of the mills, they; 
might have been knocked down at a price winch would have prejudicially' 
affected the interests of the creditors who would have made great fuss. 
Was there no such row m this case’ — I do not know full details of the 
affair 


3714 Mr Ehaitan Do you mean to say 7 that a European firm w r as able 
to raise the necessary capital within a tveek while no Indian firm "was able 
to do so? — I do not mean that The notice given was too short for any 
concern, European or Indian 

3715 Chairman You say that borrowing from the Marw ans for capital 
expenditure on industrial undertakings is too costly Will you kindly tell 
the Committee whether industrial undertakings have recourse to such 
boirowmgs even though they are costly? Would you also explain to the 
Committee what m your opinion are the reasons for these high ratos- 
charged by Maiwans’ — People have recourse to these Marwans when they 
cannot help doing so, as the rate charged by them is usually high 
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3716 By the term ‘Marwari’, do you mean the indigenous banker or 
the money-lender?— 1 mean a money-lender who deals in hundis, and 
lends money but does not leceive deposits 

3717 You say that the only way out of the present difficulty is to have 
an Industrial ank which should count upon Government help whenever 
required Can you expand your suggestion a little more fully and say what 
kind of Government help you have m mind? — The Government is at pre- 
sent helping the industries through a separate department If a central 
institution like the Industnal Bank is started, then such of the funds as 
Government is able to spaie for the benefit of industries might be devoted 
to the institution 

3718 Do you mean to say that Government should supply the whole 
capital? — Only as much money as they can spare 

3719 Do you mean to say that Government should make a free grant 
to the Bank? — No, they should chaige an adequate rate of interest 

3720 Is it your intention that Government should in futuie conduct 
its opeiations under the State Aid to Industries Act through the Industrial 
Banks ? — Exactly 

3721 I dare say you have lead what the Madras Committee say, namely, 
'‘Government’s attempt to assist industry through the help of that Act 
has met with small response and less success ” ? — That is peihaps an argu- 
ment in my favour 

3722 Your idea is that assistance should be given by Provincial Gov- 
ernments, should not the bank m that ease be a provincial institution?— 
Not necessarily 

J 

3723 Then I take it your idea is that the Industrial Bank which you 
piopose should be a bank with share capital and the only assistance which 
according to you the Government should give it is assistance undei tJie 
State Aid to Industries Act Now, ‘Industry’ you know is at present s- 
transferred subject If Government assistance is the sole form of 
assistance which you contemplate, then should not your Industrial Bank 
be a provincial institution? — Not necessarily It should be an all -India 
institution with branches m the provinces, 1 and the branches will have 
local boards to look after them 

3724 You see, Government assistance must be mobile If for instance 
the Government of Madras gave the bank a loan, they would lik e the loan 
to be utilised to help industries in Madras The money cannot be trans- 
ferred to Bombay or to Bengal, and therefore it will operate as a soit of 
impediment to the mobility of funds ? — (No answer) 

3725 You say that debentures issued by the Industrial Bank should 
be classified as Trustee Securities Would you in . addition require tb - 
Government to guarantee interest on these debentures? If so, would you 
have the guarantee limited in any way, such as guaranteeing interest on 
debentures issued only within the first five years, etc ? — The Central Gov- 
ernment should guarantee interest on the debentures, the bank being an 
all-India institution 

3726 You also refer to strict governmental control Will you kindly 
explain how you would arrange for the exercise of such conti ol ? — Through 
Government directors with powers of veto. 


2 b 2 
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3727 You suggest that there should be an all-India Industrial Bank, 
os an independent bank m each province will not be aide to withstand 
(ienre=sion in any particular industry, nor be free from local favours and 
prejudices Would }Ou please tell the Committee whether there are not 
more than one industry m every province and why you think that a Pro- 
vincial Bank will be concerned only with one particular industry and be 
subject to the depression m that particular industry? — In every province 
some industries predominate over others, such as cotton in Bombay and 
jute in Calcutta Now if there were depression in the mam industry of 
the province, all the provincial institutions that have made advances, will 
suffer But if the institution were to be an all-India one, the difficulty 
•would not be so great 

3728* At presest there is an all round depression m both cotton and 
jute, then according to you, the position of the Industrial Bank under 
such conditions will become perilous? — But an all-India institution vill 
be better able to with-stand the depression 

3729 How? What about the cumulative effect on the various in- 
dustries with which the Bank has to deal? — jMy only contention is that if 
there were an all-India institution, it would be better able to meet any 
depression m any particular industry m any particular locality 

3730 You say that a provincial bank will not be free from local favours 
or prejudices I take it that provincial banks will issue loans on the advice 
of the advisory boards 9 Will not those advisory boards be amenable to 
local favours and prejudices? — To some extent, but then there will be the 
modifying influence of the all-India institution 

3731 Will not an all-India Industrial Bank working through branches 
m the provinces be deprived of opportunities for close contact with local 
industries 9 To ineet that, you have already proposed local advisory 
boards though I really do not see how the limitations which you want 
to impose on the working or on the powers of these local advisory boards 
W’U enable you to dispense with the need for close contact 

3732 Can you give the Committee any idea of the share capital that 
will be required for the all-India Industrial Bard;: that you propose 0 — I 
have not thought over that matter well But I think about 10 crores will 
b<> required It will depend largely on debentures the bank will be able 
to raise 


3733 You say that the smaller merchant finds it difficult to obtain 
finance for foreign trade Can you give the Committee any concrete 
instances vhere such small merchants find it difficult to obtain accommo- 
dation 9 I have in mind some two or three merchants of Hajabmundry who 
aid approach several banks m Madras but could not get accommodation, 
because they were new to the industry and not so well known m Madras 


nuts ' ^ °f merchants were they 9 — They were dealing m cashew 


o/35 What was the volume of the business they were doing 9 — I cannot 
give off-hand information 

3/36 Mr Mann Subcdar What was the turnover per yeai of their 
His.ness^ One lakh, two lakhs, how much 9 — I do not know the volume 
oi their business 


3/3/ Chairman These small merchants were new to the business? — 
Ihev were 
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3738 Were they not well known to the banks from whom they wanted 
to bonow money ’ — They vere not lesidmg at Madras, but at Bajahmundry 

3739 They were new to Madras? — They were 

3740 Why did not youi bank help them with the money’ — We had 
no foieign exchange business 

3741 Could you not get jour bills and re-discount them at Madras’ — 
It is difficult foi us to make arransements for rediscounting We have not 
been doing this busmess and we did not want to enter into it at that stage 

3742 Were these merchants in a position io afford proper security to 
the banks from whom they v anted to obtain money’ — They were pre- 
pared to deposit 10 per cent of the amount of the bills thev wanted to 
discount 

3743 Even then they did not get any money? — That is What they 
represented to us, and finally they had to give the bills to the Central 
Bank of India for collection 

3744 Mr Iihaitan You mean to the Central Bank of India in its 
exchange department ’ — Yes 

i 

3745 Are they not able to get finance even from local indigenous 
bankers or local joint stock banks for their local requirements’ — So far 
as Bajahmundry is concerned, there is only the Imperial Bank there 
There are no indigenous bankers there m the sense accepted by you So 
they had necessarily to go to Madras 

3746 But I am talking of their local business Are not the people 
considered to be of sufficient integrity and position that they deserve credit 
from local institutions’ — We are now talking of credit for foieign bills 

3747 Youi complaint is that they could not get credit foi foreign busi- 
ness, fiom wluch I understand that they are not people oi sufficient means 
and mtegnt j that a local person would be prepared to help them ’--If 
theie was a local bank doing this business, it would have ceitamly been 
prepared to help them regarding these bills, but since theie was none, 
they had to go to Madras where they were strangers, and the Exchange 
banks did not help them 

3748 Chairman But do these merchants find any difficulty m obtain- 
ing monev iiom banks oi indigenous bankers at Bajahmundry’ — As I have 
already told you, theie are no indigenous bankers there 

3749 How do they get money to meet their local requirements at 
Bajahmundry’ — So far as their usual business is concerned, they get the 
money either from the Imperial Bank or from the local Marwan or they 
trade with their own monies The actual difficultv is they had to sell their 
bills representing produce exported from the country and they could not 
do it because there vtere no banks m Bajahmundry 

3750 Mr Lamond Do you know if the cashew nuts sent to England 
were for sale m England oi were they actually sent against the order of a 
j-oreign merchant’ — It was against an ordei, but no letter of credit was 
opened 

3751 Mr Manu Subedar Why was that’ — Because perhaps they were 
new to the business 

3752 It might just be a trial order’ — No, it was not the first order 
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3753 Chairman In anv case tlie bank winch refused thorn that accom- 
modation was the Cential Bank?— Thev bad pone to all the Exchange 
banks The Cential Bank only took them for collection 

3754 Mr Buckley The Central Bank would not give them facilities 
any more than the Exchange banks, the Exchange banks would 
also have sent the bills foi collection?— Because the merchants were 
stiangeis to Madias, they could do nothing else but to gne then bills fer 
collection 

3755 Mr Manu Subcdar These men had their money locked up until 
the bills were collected 9 — Yes 

3756 Would thej be able to trade on this basis?— Not for long, the} 
would have to get a letter of credit 

3757 Otherwise, diop out of the export business?— Yes, completely 

3758 Is it }Our suggestion that a small merchant has no scope for 
expoit business of this land 9 — That is what I mean 

3759 Chairman You say that Exchange banks advance moneys to 
the bigger fiftns for the buying and collecting of produce Mill you kindly 
tell the Committee whether these adianccs are given before the piouu’C 
is leadv foi despatch to the ports or only on the security of railw ay receipts 
aftei it is despatched to the polls 9 — It is goneiailv against railway receipts 
after despatch to the ports, but at tlfe instance of the importer in the 
foieign countrv I lme knowm of eases where banks do nd\anoe to the 
expoitei lieie for collection of produce 

3760 Can you give us details of any case?— I have kno n one or two 
cases m which credits have been opened for the collection of produce it 
the instance of the bank m England 

3761 Mr Ramdas Paniulu Can iou mention the names of the 
parties 9 — The importer at London m one case guaranteed the pa\men* 
of the money to the Mercantile Bank and the Mercantile Bank advanced 
money to Messis C Iv Naray ana A\ym and Sons 

3762 Chairman The security is the guntantee of the party m England? 
— Yes 

3763 Mr Ramdas Pantvhi Was that moncs pt\ en for the collection 
of produce 9 — A portion of the money the party gets on his own account 
Eoi instance, if he is able to raise money up to ten lakhs on railw ay receipts 
relating to goods sent to ports, he also gets Bs 1 lakh from the bank on 
goods in the course of collection or m the course of being railed 

3764 Chairman You say that Indian joint stock banks are unable to 
meet the lequirements, howevei small of the foreign traders Will you 
kindly tell the Committee why the Indian joint stock banks are unable 
to do so 9 — It is mostly because of -want of funds, but it is also due to their 
disinclination to deal m foreign exchanges 

3765 But you appaiently qualify this statement by what you say m 
the following paragraph where you say “though m some cases they "ic, 
the export bills ‘are fiist discounted by an Indian joint stock and subse- 
quently ie discounted by an Exchange bank ’ As a mattei of facl, it is 
for that leason that I put you the question wh'ether m the case of the small 
trader who was m difficulty you could not have his bills discounted and 
thereafter have them rediscounted with an Exchange bank 9 — If there had 
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foeen banks doing this soit of business, it would have been possible, but 
it is not m all localities that you get banks to do it 

3766 But some banks do it according to your statement’ — Yes 

3767 Mr Manu Subedar Theiefore it is not due to the unwillingness 
of the Exchange banks to do it, but to the paucity of banking institutions 
m districts If theie were a large numbei of joint stock banks oi other 
b ank s linked up with the Exchange banks, even the small merchants who 
are locally well known, but not well known m Madras, would get the 
accommodation ’ — Yes 

3768 Chairman You did not make a definite statement that the two 
concerns which came to grief were even well known locally’ — I did say 
•they weie known locally and w r ere doing business there 

3769 You refer to the difficulty about the fixing of rates for discount, 
ready oi forward Can you explain your point a little more fully’ — There 
is always this difficulty wdien people get import bills m the mofussd They 
■cannot go to any bank for fixing lates and have to depend upon their corres- 
pondents in a place like Madias, with whom they fix their rates 

3770 That arises from the fact that there aie no banks at all m these 
mofussil stations to do exchange business’ — Yes 

3771 You lefer to the exammation of bank's accounts by examiners 
appointed by the Government and you suggest latei on that lecogmt’on 
to member banks can be given oi wuthdiawn by the Reseive Bank on the 
report of such exammeis Will you tell the Committee wffiethei you wi'l 
be piepaied to entrust this audit and exammation to the Reserve Bank 
itself instead of handing it over to Government ? — I would prefer the exami- 
nation to be in the hands of Government only for the present 

3772 You do not want to hand it over to the Reserve Bank’ — Not until 
the constitution is known and details are worked out 

3773 Id can only be handed over to the Reseive Bank when it comes 
into existence and the Reserve Bank can only come into existence when 
the constitution and details have been voiked out Theiefore will you 
kindly reconsider your answer’ — I would like Government alone to have 
the powei 

3774 Mr Khaitan After the Reserve Bank is estabhshed, would it be 
Government who w^ould give facilities to the bank or would it be the 
Reserve Bank from which you would expect financial facilities to be given 
to other banks’ — The Reseive Bank would give financial facilities 

3775 Therefoie, w r ould it not be conect that the Reserve Bank which 
would give financial facilities in the shape of i e-discounting bills, etc , to 
othei banks should hate the pow r ei of appointing exammeis to audit banks’ 
accounts, so that it might fully know the position of othei banks’ — That 
presupposes that Government examiners w r ould not work with the Reserve 
Bank 

3776 Is it your intention that Government should appoint examiners 
and that these exammeis should work undei the supei vision and control 
c.f the Reserve Bank" — No, the reports of Government exammeis wdl 
always be available to the Reserve Bank If they have anything to say 
agamst the Government exammeis, it is up to the Reserve Bank to repmt 
to Government 

3777 Chairman The object underlying your intention is that if they 
were controlled directly by Government, you would have more confidence 
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m them in their audit woik than if they were controlled by the Deserve 

IBank 4 ? Until we know the constitution of the Resene Bank, I w ould 

not lik e to ventuie any opinion 

3778 You say that auditois are not experts in banking and very often 
manipulations m bank accounts he undetected foi a long time Would 
vou kindly mention any conciete cases which led you to make tins state- 
ment? — I would lathei not, it is too personal 

3779 You suggest that co-operative banks should bonow from other 
banks and not compete with the commercial bank for deposits Are you 
av'are that tins question of competition between co opeiative and joint 
stock banks has been fulh gone into by the Madras Prouncml Banking 
Committee who have lepoited that the competition appeals to them to 
be fair? — I do not agiee with them 

37 80 In your written memorandum you sin that "when the deben- 
tures of land mortgage banks and co-opeiativc societies are gnen the same 
lecognition and \ahdik as those of quaw-gove rnmentnl bodies like Port 
Trusts, Municipalities, etc , the unhealthy competition now existing 
between co-operative banks and commercial banks will disappear'’ How 
will it disappear? In the first place, I tlnuk 1 am corrc' t in saying that 
co-operative societies aie not issuing debentures 0 

Mr JRamda8 Pantuhi The provincial banks do Issue for certain purposes 
kug-term debentuies 

3781 Chairman In any way when debentures arc given the recogni- 
tion you lefei to how will competition chsappe.n 1 — 1 mi lefcnmg here to 
shoifc-teim monev and so fai as that is concerned, co-operative hanks ought 
not to be competing with commercial banks 

3782 You have not said that land mortgage banks and co-operative 
societies should be lestucted to debentuies and not allowed to take short- 
term accommodation except thiough commercial bank, that was my diffi- 
culty So what you really want is th*u they should not take anv short- 
term deposits except thiough commeicial banks v — Yes, I have said that 
already 

3783 You refer to monev-lenders m your written memorandum and I 
do not see the connection between the two? — It is onl\ a repetition of *vbat 
has alieadv been said 

3784 Mr Manu Subcdar Bv ‘vnhditv’ you mean thev should be mode 
trustee securities ? — Yes 

3785 Mr Khatfan What you renllv mean is that if debentures are 
gnen that status, all their requirements would be met by debentures and 
they would not have to leceive short-tefim deposit^? — I said that co-opera- 

ive ban vs should go to the villagers themselves to secure deposits , they 
now go to tlie towns wdieie the deposits come from middle classes 

3/86 Chairman You suggest that the use of the woid ‘banker' should 
be restricted to those who obtain previous permission of the Registrar of 
joint stock companies and who submit periodical statements as to Uieir 
position, etc Would you require these statements to be audited by 
qualified auditois? — Yes 

3/8/ Would vou allow'’ the term ‘banker’ to be used bv anv person 
™ did not leceive deposits fiom the public 0 — No 
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3788 You suggest that foreign banks doing business m India should 
be required to keep a certain proportion of deposits, received m India, 
as a reserve fund with the Government or the Reserve Bank Would 
you explain to the Committee the object of this suggestion 9 — We do not 
know what exactly is the position of Exchange banks and the suggestion 
is made to provide a sort of safety for the depositors 

8789 You say that Indian money is utilized to help the trade of the 
countries to which the Exchange banks belong Do you mean the trade 
of the foreign countries with India or the trade of the foreign countries 
with other foreign countries than India 9 — Both 

3790 You say that restrictions should be placed on the Exchange 

banks in regard to their receiving deposits and that their deposits should 
never exceed the total amount invested by them m financing the foreign 
trade of Indian mei chants Is it your intention that Exchange banks 
should not finance any portion of India’s foreign trade which is handled 
by non-Indians? — Not with Indian deposits ‘ 

3791 You sav the minimum amount of paid-up capital of a bank may 
be fixed at Rs 1 lakh Do you think that a uniform limit of Rs 1 lakh 
would be suitable to all banks, whether thev are small banks started m 
small centres or large banks m big centres 9 — In big centres the minimum 
may be put up in relation to its population, but so far as small centres 
aie concerned, it should not be less than a lakh 

3792 Theicfoie one lakh would be youi absolute minimum, but there- 
after you want another minimum on a sliding scale varying with the 
population of the locality wlieie the bank is to be opened 9 — Yes 

-3793 You propose that during the days of infancy of banking m India, 
a minimum of fluid resources to be kept bv banks should be prescribed 
Can you tell the Committee how you would fix the minimum 9 — There are 
some agieed conventions about it So far as cash is concerned, banks 
generally have 15 per cent , generally fluid resources aie worked out on 
certain mam principles 

3794 Are these mam principles oi agreed conventions already exist- 
ing 9 — -They do exist so far as co-operative banks aie concerned" 

That is a different matter I thought you did not like co-opeiative 
banks Do you want these standards to be taken with reference to the 
figures adopted m the case of co-operative banks 9 — Slight modifications 
may be necessary m the case of commercial banks, but they should be 
standardised 

3795 I piesume you have not thought about the matter? — I know it 
for certain what the fluid resources are and if necessaiy, they could be 
worked out and exactly fixed, but it is a matter for experts to decide 
When once it has been decided upon, it should be made a rule 

Suppose the opinions of the different experts diffei 9 — The other day 
we tried to find out from an expert body what proportion they would 
suggest, but they could not suggest any I thought you as an experienc- 
ed banker, might be able to give us some assistance m regard to the 
fixing of a minimum 9 — A minimum could always be fixed m relation to 
■l he locality and the sort of business the bank does It cannot be always 
absolute 

3796 I am quite prepared to admit that you can lay dowm any arbi- 
trary mimmum, eg, 10, 15 or 20 per cent But as soon as you say that 
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•the minimum will depend, firstly on the iocahty, ftnd secondlj , on the 
nature and volume of the business done by the bank naturally it becomes 
difficult to lay down any minimum It can be laid down with lefcrence 
to the capital of a bank, not with leteience to the population of the 

locality ’■ Not with reference to the population, but to the necessit\ and 

demands of the locality The bank would know its day-to-dnv business 


3797 Mr Mann Subcdar Will you not leave it to the Directors and 
Manageis of the bank’— Sometimes they do it 

3798 When you refei to fluid lesouices, you refer to cash on hand vnth 
bankers? — Not merely cash with bankers, but also to fluid resources 

3799 Who would determine wdiether a paihcular bank was carrying out 
this regulation oi not 9 — It could maintain a statement in its own books 

3800 Who would see this statement? — The Government examiners 

could see whether it is maintained 


3801 Would it be foi the satisfaction of tho Government examiners 
that they are keeping a minimum? — To see that the Bank is working on 
safe lines 

3802 Supposing thej weie working on unsafe lines’ — It would he for 
the Government examineis to point this out to the higher nulhonties or 
to the Deserve Bank and the bank concerned would have to offer expla- 
nations 


3803 If a bank was not, keeping within these regulated provisions, 
would you see that the facilities given to it b\ the Be^en.e Bank or by 
the laigei banks if it w r as a small bank, are cut off 0 — Yes, m that case 
then facilities must bo cut off 

3804 Your intention is to safeguard the depositors of the bank’ — It 
is to safeguaid the position of the bank itself 

380o How' would -you cam out that intention m practice? — I have 
been saying that a paiticulai standaid has to be maintained 

3806 And Government examiners have to find out if that standard is 
maintained ? — Yles 


3807 Chairman You sav that savings bank deposits should be 
specially piotected by investing 50 pei cent of such deposits m long-term 
debentures of mdustnal and land mortgage banks and creatmr a trust 
m favoui of the depositois Have vou considered how fai this will affect 
the attitude of banks m lecemng such deposits’ — The banks will begin 
to appreciate this soit of airangement because if such restrictions wero 
imposed, the deposits aie bound to improve 

3808 If such regulations weie made, would not banks have to assume 
responsibility for the solvency of these debentures’— Yes, they can sell the 
debentures 


3809 But that does not follow that it would always be possible to 
sell these debentures m the maiket and to get a proper value for them ? — 
1 do not quite follow 

3810 If you insist that a bank should maintain a particular class of 
securities, naturally it may say ‘I have no further liability m legairl to 
hese deposits The bank cannot deny the liability Only it might, offer 

some other securities instead of debentures The chief point is only the 
creation of a tiust If the Bank desires, it may select whatever securities it 
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8S11 Then what is the point m introducing these restrictions? — It is 
a safety for the depositors 

3812 Would not these restrictions rather weaken the safety instead of 
enhancing it? — The 50 per cent is not absolute As a mattei of fact, 
banks generally keep a lot of then savings bank deposits m Government 
-securities or m other interest-yielding paper When they do so, they will 
not find it a hardship to tiansfer the custody of such securities to an in- 
dependent body, so that the assets may not be available to the geneial 
body of creditors m case of liquidation, the object eventually being to 
earmark m this way 50 per cent of the deposits 

3813 Chairman How do you intend to create a trust? — I mean to say 
that the property should be kept m a trust 

3814 What sort or trust you mean? — Any trust can be created bv a 
bank One person should be appointed from the directors and one from 
•outside They will be called trustees and they will hold m their name 
50 per cent 

3815 What is the harm if the bank holds it itself? — No, because there 
will be no special protection to the savings bank deposits 

3816 Is this protection really required ’ — Many people do not go to the 
bank because of the fear they have for the safety of the bank 

3817 You aie piobably talking of banks of a ceitam type Do not 
-people flock to properly established banks’ — That is not so m all cases 
in the city it may be so but in the mofussil it is not so 

3818 Would it not be bettei to stop these small banks from starung 
-savings bank department until their stability is fully assuredi’ — That is 
putting off the deposits for some time 

3819 Mr Manu Suhedar They have the facilities of savings bank 
in the post office’ — They will go to the post office m the same way as 
they go there for registration and telegrams 

3S20 Do you want them to be familiar with the banks? — Yes and I 
want to give them ceitam protection 

3821 Chairman What aie the co-opeiative banks doing in regard to 
their savings bank deposits’ — I think some banks have that department 
and some have not I do not know much about it 

3822 Mr Manu Subedar With regard to the debentures of industrial 
and land mortgage banks, do you think there will be a sufficient market 
for them’ Do you think that the issue of these debentfues will have 
-such a popularity that they will have sufficient market and they would 

stand at par" — If they aie made tiustee .security, then I expect so 

3823 Do you suggest Government guarantee also for the first ten 
yeais’ Let us take an instance that the debentures aie issued after ten 
years without Government guarantee In that case I suppose they will 
not be included m the trustee hst So, do you think that they will 
be sold at par? — I expect so 

3824 Chairman Youi object bemg to create confidence, will it sot be 
achieved bv pioper legulation of banks and by a sound balance-sheet? — 
No 

i 

3825 Mr Khaitan I think your intention is that by creating a trust 
-you want to popularise the banks with the public and make their deposits 
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quite secuie and at the same time create a better maiket for the long- 
teun debentures of industrial and land mortgage banks Am I correct 
m my understanding? — I am not so much foi popularising debentures 
My reason is to safeguard the interests of the savings bank depositors 

3826 For that purpose you intend that savings bank deposits should 
not go in a pool until other deposits operated by the banks? — Yes 

3827 Chairman You suggest that a shareholder’s right to file a com- 
plaint against a bank should be allowed to be exercised only if a judge, 
after taking evidence m chambers, is satisfied that a pnma facie case 
has been made out (Have you considered whether the Judge’s opinion, 
would not be misunderstood by the ignorant public as if the case against 
the Bank had been proved and whether this would not defeat the object 
you have in mind? — There is certainly a possibility of that sort of im- 
pression being created among the public But it is not necessary to 
appear m a court unless a pnma facie case has been made out Even if 
a case has been made out, I think a statement from the bank along with 
a certificate from the Government examiner or assurance from the Beserve 
Bank might be able to lemove misunderstanding 

3828 Has your bank been ever faced with the difficulty like this? — 
Ho 

3829 You sav that there is want of sufficient scope foi employment 
of students who have undergone couises of banking and commerce m the 
Andhra University The othei day the Principal of an important college 
of commeice in Bombay told us that not one of his students was un- 
employed Can you tell me what m your opinion aie the leasons for this 
unemployment m youi province? — Because there are not many banks 
there 

3830 May I lefei you to your memorandum m which you say “When 
there is the necessary initiative to establish a bank, trained men are not 
found or, even if found, etc ’’ You say also that trained men are there 
but there is no scope for their employment, as theie are few banks You. 
also state that one of the reasons why there are not many banks is that 
there are no trained men to work these banks So, both these state- 
ments are quite contradictory Is it not? — There may be trained men, 
hut at times it happens that certain banks do not want outsiders to come 
into then institutions as they provide some of then own men wnth jobs and 
exclude trained hands 

3831 What is the solution? — More supply and moie banks 

3832 You say that the banks are not started because there is a lack 
of men You further point out that even if the men are theTe, the pro- 
moters of the banks want to give employment to their relatives m pie- 
ference to those other trained men So, I want to know what solution 
can be reached? — I think one should insist on minimum qualifications 
m the case of highei appointments 

3833 You say that these banks should give their higher posts to the 
trained men holding institute certificates As it is, how can that be en- 
foiced? Is it that the bank can be stopped from functioning as a bank 
it it happens that those holding higher posts do not possess any certi 
ficates? I would not say that they should be forced, but pressure should 
be brought to bear upon them b\ Government exammers oi by public 
opinion 
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3834 Is it not the case, that it is public opinion Which is really re- 
quired? — Perhaps at a later stage . 

3835 You say a convention should be established whereby a bank 
should take up every year a certain number of apprentices and tram them 
up without any obligations to entertain them m their service, care being 
taken that the probationers do not subsequently 30m or start rival insti- 
tutions in the same , district for some years If the banks training the 
candidates do not undertake to employ them, is it reasonable to insist that 
they shall not be taken by other institutions or shall not start an insti- 
tution themselves? — It is not so much for the banks but it is for the sake 
of candidates So far as I know banks will not be willing to tram up 
men unless they can provide them m their own institutions But if a 
provision as recommended by me is made, I think they will be willing to 
do so 

3836 You say that banks should somehow or other establish a ccnven- 
tion under which the existing banks will have to take a certain number 
of men and tram them You can take up people with an eye to vacan- 
cies in your bank f If that is so, your intake must be very restricted It 
depends on the vacancies m your bank On the other hand you may 
take over these people, simply tiain them up and leave + hem to secure 
an employment But if you impose the conditions I have mentioned to 
you, what are the chances m the first place of their securing employ- 
ment, m the second place what are the chances of another bank bemg 
opened at the same place where your bank is, because it will not get train- 
ed men? — I am putting this restriction so fai as that district is con- 
cerned 

3837 One district may have a very large area? — People from other 
districts can give help to those who are anxious to open a bank 

3836 It means that they must leave their home and go away some- 
where else and try to earn their livelihood? — Yes, that is more enter- 
prising, I think 

3839 Mr Ramdas Pantulu Do you mean to say that if a man is 
trained m a certain bank and if he goes to another bank later on, he suc- 
ceeds m taking away the depositors of the bank m which he was trained? 
— Yes Banks are therefore, unwilling to undertake to tiam men, be- 
cause, they are afraid that the whole secrets of their banks will be divulged* 
if the man trained m their bank goes to another bank m the same locality 
or m the same district 

3840 Mr Buckley Can you guard against this without mterfeimg with 
the liberty of Indian subjects? — -Ho 

3841 Mr. Ramdas Pantulu Have you got any objection if the man 
trained in one bank goes, to another bank m the same locality after two or 
three years? — I have put down the period as five years 

3842 Do you say that this condition should be laid down m the Articles 
of apprenticeship? — Yes 

3843 Chairman Do you seriously mean that those young apprentices 
who will serve m a bank for, say, two or three years, will manage to get 
so much insight into the secrets of the bank that when they go to another 
bank they will take away the business of the first bank? — Certainly, they 
can They can take away the fixed deposits, because they at times come 
into personal contact with depositors 
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3844 How can the apprentices have personal contact with the depo- 

sl tors 9 They sit at the counter and they get access to every book and 

every customer of the bank 

3845 Mr Manu Subcdar ,Do you think that any boy will take the 
risk of going to a bank for training under your conditions? — There is no 
r>ak, because that boy can go foi emptojment in another distnct 

3840 Suppose a man gets a training in the Imperial Bank or the 
Cential Bank who have so many branches at various places, do you 
piopose to put this restriction that he should not go to either of these 
banks m othei districts? — No 

Mr Khaitan What is the guarantee that the existing members of the 
bank will not leave the service and ]om another bank? — There we cannot 
help it When we take up a man for seivice m the bank, we think 
that m all probability he will not leave us But in the case of the 
apprentice we know that aftei being tinmed he is suie to lea\e us 
That is a great difference between these two cases 

3847 Chairman Will you tell the Committee -whether theie are any 
facts m your expenence which have led you to suggest these restrictions 
on the tiammg of candidates? — I have known such instances and I can 
say that theie is always this fear which I have mentioned 

3848 Did anybody appioach you for taking him up m \oui bank as 
an apprentice? — Yes 

3849 Have you taken anybody who has gone away to another bank 
taking away with him several of your customeis? — Yes, there is one 

3850 Is it so 0 I thought youi bank is the only bank m the locality ’ — 
There is anothei bank m the locality which is opposite oui doors We 
had taken up a boy as an apprentice and after working for ten months, 
he w ent away to another bank taking wnth him some of our customers 

3851 Seth Haji Abdoola Maroon Do you not think that banks m 
Bombay -wall affoid these facilities’ — I do not think so unless they 
are suie that there will be some scope for getting that man employed 
m their bank 

3852 We want to increase banking education to the young men, then 
what is the solution’ — As far as I know banks try to avoid giving such 
facilities 

3853 We were told by the Principal of an institution that he found 
no difficulties m arranging foi the practical training to the best of his 
knowledge He says that ]omt-stock banks in Bombay at any rate do 
take young men for training, of course irrespective of their service require- 
ments What do you say to this? — If I get the names of the banks that 
have been kind enough to take students, I shall be very glad So far as- 
I am aware only one institution gives these facilities 

3854 If one institution is doing that without being afraid of these 
eventualities, why should other banks be afraid? You say that is your 
bitter experience? — No, I will not say that it is my bitter experience 
I mil simply say it is my experience 

3855 Mr Bam das Pantulxi I understand that the Provincial Co- 
operative Bank also gives such facilities? — It is an Apex bank wutli no rivals 
in the province but I am talking about the commercial banks who have 
rivals m almost every place 
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3856 Chairman You refei to the Indian joint stock hanks being 
hampered by the unfair competition of Exchange banks Would you 
tell the Committee the directions in which this competition exists and 
why you consider it unfair? — The competition is unfair in several cases 

3857 What are the directions in which there is an unfaii competition? 
— Firstly,, it is in the case of deposits An exporter goes to the Exchange 
bank m consideration of the facilities he gets not only in connection with 
exchange business but also m inland trade I have already stated m my; 
memorandum that as the Indian joint stock banks are unable to meet the 
requirements, howevei small, of foreign traders, the latter are driven to- 
the Exchange banks so that the benefits of the other business of those 
firms such as inland trade, deposits, etc , aie also lost This is also the- 
ca se with insurance companies The Exchange banks favour them bv 
influencing the exporteis m insuring with certain companies only and 
naturally the msuiance companies go to the Exchange banks 

3858 Mi Manu Subedar How can anyone deposit m the Exchange 
banks, because they pay a lowei rate than the joint stock banks? — The 
question of late does not matter much to the merchants They get other 
facilities 

3859 Chahman Is it your personal expenence? I am asking this 
question because an Indian manager of an Indian joint stock bank told 
us the other day that there was no unfair competition between the Exchange 
banks and the Indian joint stock banks m regard to deposits? — Yes 

3860 Mi Bamdas Pantulu Wheie were you before? — I was n Madras. 

3861 Chan man In whose employ? — I was with the Madias Branch 
of the Central Bank 

Well, as you were m the Central Bank, let me tell you now that the 
Managing Director of the Central Bank himself told us the other day; 
that there was no unfair competition on the part of the Exchange banks? — • 
Perhaps, this particular matter to which I am referring might not have 
been brought to his notice I can tell you what happened m Madras 
A hide and skin merchant had placed on deposit Bs 1 lakh with the 
Central Bank m Madras He was given various facilities and he waa 
alsu promised facilities for foreign exchange business But sub- 
sequently he was not given those facilities because we received instruc- 
tions to that effect from the head office He, therefore, placed his deposits 
with the Chartered Bank 

3862 That does not establish your proposition In this case the 
merchant was promised certain facilities by the Central Bank which they 
decided later not to give him He, therefore, went to the other bank. 
The Central Bank is doing exchange business, and if that bank had given 
him the facilities for foreign exchange, he would not have gone to the- 
othei bank But for some reasons best known to the Bank, the head 
office of the Bank did not give these facilities to him If the Central 
Bank was not doing foreign exchange business, then your proposition 
would have some meaning I believe the Central Bank is also doing 
exchange business in Madras Is it not? — Yes, but there is a certain 
limit 
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3863 I am tiyrng to get from you your personal experience You say 
that you -were m the Central Bank m Madras and you make a statement 
with your experience of that bank We have befoie us a statement of 
the Managing Director of the Central Bank which clashes with your 
statement And naturally I am rather interested to get the information 
which you are able to give My point is this In this particular case you 
quoted you do not establish vour proposition What you say is this 
Firstly, the Central Bank at Madias does exchange business, secondly, the 
branch of the Central Bank at Madras tried to secure this client by promis- 
ing to do his exchange business , thirdly, the head office of the Central Bank 
refused to give that concession to him, and fourthly, the man left the 
Central Bank and went somewhere else That does not establish your 
proposition However, I do not wish to pursue this matter any further 

3864 Mr Khaitrn I think the point is this The fact remains that 
the deposit of Rs I lakh went to the Exchange bank These Exchange 
banks can do their business on deposits and therefore they accept deposits 
So, I say it is a case of competition If the Exchange banks had no 
right to receive deposits, that deposit would have gone to other joint 
stock banks 

3865 Chairman But the point is this If a man wants to lemit 
money to London or to a foreign country m connection with the financing 
of foreign trade, he must go to the bank which is doing exchange business. 

3866 Mr. Khaitan Not necessarily, there should be a margin kept 
for the letter of credit A certain margin should be deposited with the 
Exchange bank and it is not necessary that merchants should have 
deposits with the Exchange banks 

3867 Mr Buckley Am I right in assuming that the merchant deposit- 
ed his money with the Exchange Bank of his own free will and not 
because he was forced to do so’ — I cannot say that it was due to compul- 
sion that he deposited his money, but in order to gam the good-will of 
the bank so that they might help him well m his foreign exchange business 
he might have done so 

3868 Is there anything wrong m a bank asking its customers to deposit 
some money m return for the facilities that the former are prepared to 
grant the latter, to encourage mutual tiust and good-will as you say? — 
There is no harm m opening a cunent account, but here m this case it 
was a fixed deposit account that the merchant opened with the Exchange 
Bank 

3869 Air Manu Subcdar Then is it your point that the merchant 
loses some interest because he deposited his money with the Exchange 
bank instead of the Central Bank of India, m which case he stood to 
gam a little more interest? — Yes that is also another consideration 

3870 Then your point is that because the deposit goes away from 
the hands of the Indian joint stock bank mto the Exchange Bank, it 
woiks prejudicially against the former?— That is why I say that there 
is unfair competition 

3871 Mr, Lamond Would not a merchant be justified in having all 
his accounts with one bank alone which can offer him all the facilities 
that he wants’ — "From the merchants’ point of view it may lie all right. 
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3iut my pcxnt is that but for the foreign Exchange Bank intervening the 
Indian joint stock bank would have got the deposit 

3872 Chairman You say Industrial Banks should help m the develop- 
ment of industries which have natural advantages m India and could 
(ultimately be woiked successfully Would you tell the Committee how the 
Industrial Bank would ascertain that an industrial concern asking for 
assistance belongs to the category mentioned by r you 9 — That could be 
done by Industrial experts The bank might have its own experts or they 
might requisition the services of Government experts 

3873 You say that theie has never been any lack of co-opsration 
between the existing Indian banks Can you tell the 1 Committee whether 
this co-operation has taken any practical shape, like for instance the 
Exchange Banks’ Association 9 — They have not formed themselves into any 
■association 

‘3S74 Then what is your leason for saying that there has been co- 
operation 9 — I only mean it m the sense that they are not quairellmg with 
each other (Laughter ) 

3875 You say that admission to the Clearing House has always been 
a jealously guarded monopoly of the members wheie the Exchange Banks 
are generally 7 m the majority Would you tell the Committee from facts 
within your personal knowledge or experience whether any Indian bank 
has found it difficult to obtain admission 9 — The Bank of Hindusthan, 
which has been started about a year ago, has found it difficult to get m 
as a member and is still, I understand, out of it My information is that 
•on the application of the Bank, all the Exchange Banks voted against 
•entry while all the' Indian banks who are members of the Clearing House 
were for the inclusion I understand that there was similar difficulty 
in" the case of the Punjab National Bank 

3876 Has your bank tried to join the Clearing House? — No, we are 
in Masulipatam and we are not interested m becoming a member 

3877 Mr. Buckley The whole obj'ect of a Clearing House is to easily 
facilitate the clearing of large numbers of cheques Is that not so 9 — Yes 

3878 Do you not think as the Hmdusthan Bank is only one year old, 
it is possible that there might not be enough cheques for it to pass through 
the Clearing House and that might be the principal reason why it was not 
-admitted? — If they had not enough cheques, the bank would not have 
applied for inclusion 

3879 Mr diamond Do you know how many Clearing banks there are 
in London 9 — I don’t know 

3880 Would it surprise you if ‘I - tell you that there are only about 9 
-clearing banks attached to the Clearing House an London 9 — Possibly it 
■might be so 

3881 Mr IChaitan Do you knoit how mahy branches these clearing 
b anlcs have 9 — 

3882 Mr Buckley Oh, any number Something like 8,000 or so 

3883 Mr Khaitah Do you not think that if a bank is’ not a member 
of the Clearing House, it loses its -prestige m the eye s of the .public and 
consequently its current account business will not develop? — That is so 

Von. Ill 2 c 
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3884 Chairman May I take it that it is youi view that admission to 
the Clearing House should not be jealously guaided? — At any rate it should 
not be so lestnctive as at present Moreover, applications are turned 
down because of racial considerations 

3885 I am not concerned with lacial discrimination at all I only want 
to know your views m the matter? — It should not bo a monopoly, but 
it should be guarded 

3880 Therefore you will admit that in the case of a bank like the 
Hmdusthan Ba nk which has been estabhshed for only a year theie might 
be other reasons than racial for its being refused admission to the 
Clearing House? — But m this particular case I think it was due more to 
the monopolistic tendency It is a veiy promising bank and the Managing 
Directoi, Mr Yidya Sagar Pandya, is a very popular and influential 
gentleman 

3887 Is it your view that admission to the Clearing House should 
depend on the person m charge of the affairs of the bank? — Personality and 
the position of the Managing Director as also the position and status of 
the bank must be taken into consideration 

3888 They are both cumulative? — Yes 

3889 Therefore w r on’t you admit that even if a person who runs the 
bank is a first class experienced banker, there may still be some justification 
for refusing the bank admission to the Cleaimg House during the fiist or 
second year of its establishment on other than lacial considerations?— 
Theie may be some justification I don’t deny that 

' 3890 Mr Manu Subedai Do you imply that so long as there are not 
sufficient numbei of Indian banks and the foieign banks aie m a large 
numbei at most of the centies, the admission of an Ind an bank should 
not be jeopardised because it is Indian? — That is exactly my point 

3891 How do you propose to eliminate that fear? Would you give 
the power ■ to the Deserve Bank as and when established to deal with 
these matteis? — The mattei must be left entirely to the members of the 
Clearing House 

3892 Chairman You probably aie not aware that it is the intention 
to invest these powers with the Deserve Bank when one is established. 
Very well, we will leave it at that 

3893 You say that salaries paid m Indian joint stock institutions are 
not high enough to attract the best men In a later paragiaph, you 
mention that at present, people with expenence and knowledge of banking 
affairs are very few In view of this would you explain your reference 
to inadequacy of salaries? — I have in mmd two classes of people Under 
the first class I include all those who have had sound banking education 
and have had enough of practical training and experience m the working 
of banks who are very few m number, and under the second class I w r ould 
include those who have had. only theoretical experience and just oat of 
college What I refer to is that the first class of men are not attracted by 
the salaries offered at present 

3894 You say there is no scope for usance bills m an agricultural 
country like India where the produce is sold outright for cash and is 
subsequently exported Is it not a fact that it is only the surplus produce 
that is exported and that there is a large internal trade m Indian produce? 
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Ig there not scope for the use of usance bills in this internal trade and 
also in the distribution of the impoited goods? — In the matter of internal 
trade m this country between the sellei and the wholesale buyer it does 
not geneially take more than a week or a fortnight for the goods to reach 
the destination, and as soon as the goods arrive at their destination, 
they are sold out to smaller dealers and through them to the consumers, 
so that the interval between these transactions is very little and no usance 
bill is really required But m the case of foieign transactions a delay of 
about two months is common and so the usance bill w ill be of use m this 
case 

3895 Mr Manu Subedar You suggest that in order to build up a 
reserve, the banks must be forced to set apart a certain percentage of its 
net profits to the Reserve before dividends are declared Supposing m 
one particular case the dividend declaied is only 2 per cent , would you 
still make a provision that something should be set apart to the Reserve? 
When the amount available is more than 6 per cent , I can very well 
understand your aigument — If no dividend is declared, that will also 
reflect upon the bank as the public will not have much faith m that 
concern My whole point is that at least some little portion of the net 
profit should be set apart for the Reserve 

3896 You say that the Imperial Bank, except m a few cases, has 
nevei sympathetically looked upon struggling Indian banks but rave 
competed with them m an unsympathetic manner Do you mean to 
imply that the competition is caused mainly because of its superior position ’ 
and the fact that it is able to command a laige amount of Government 
money, or do you imply that the Impenal Bank goes out of its legitimate 
pith and hampers your progress m an unscrupulous manner? — 1 he v don’t 
help other Indian banks If they stop with doing their legitimate duties, 
then nobodv has any complaint, but they are really going out of their 
way m several respects 

3897 Would you explain how they are going out of their way? — Yes, 
they threaten the customers of the Indian joint stock banks by askmg the 
former not to co-operate with the latter on pain of losing facilities from 
the Imperial Bank 

3898 Do you mean to say that they actually go out of the way and 
induce merchants and others not to co-operate with the Indian joint stock ' 
banks? — Yes I can speak to you about a concrete case that has happened. 
One of the members of the local Advisory Board of oui Cocanada Branch 
was advised to cease all connections with a branch of our bank and he was 
ftuthu threatened that if he promised to do so, they would wait for two 
months whether he actually acted up to his promise or not and then only 
help him as usual m his banking requirements, etc 

3899 Chairman Have you got branches also? — Yes, we have a branch 
at Cocanada and anothei at Hyderabad 

3900 Mr. Rushforth May I suggest that this subject should be 
discussed confidentially ? 

Chairman Not until the witness desires us to do so 

3901 Witness I have no objection to facts revealed by me to be 
discussed in public, but I only request that the name of ’the party may 
not be revealed, lest it should work prejudicially against him 
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(At tins stage the witness hnnderl over a letter 'written m Telugu to 
the Chairman which dealt with the incident referiod to b> the witness 
Mr Ramdas Pautulu piomised to get the letter translated for the benefit 
of the Committee ) 

3902 Chairman , Evidently this incident 1ms happened at Cocannda, 
for I find the letter is issued fioin Cocannda ? — h os 

3903 Mr Many Sitbcdm You say that (he Imperial Bank is not re- 
discounting } out bills Have jou evei approached the Impel ml Bunk to 
grant jou le discounting facilities’ — We requested them to giant us over- 
draft but instead of gi anting that thev said tlie\ will giant us onh re- 
discounting facilities, and so wo declined to accept the olTei 

3901 Then tour statement m the written mc'jnoi andum that the 
Impel ml Bank does not le-discount bills of other banks is not correct? — 
Foi oui part, the Impenal Bank smd tlm thej will give us facilities 
half-way m tcspect of both over-draft and re-discotmtmg There was a 
speem] mason whv thej went to at least that length This was because 
our Managing Directoi m 1927 helped the Imperial Bank m leahsmg a 
large amount of its dues from a eei lam part\ Because the Imperial Bank 
would not give us both the facilities in full, vc declined to necept them 

3905 Mr Mann Snhcdar You saj that the Imperial Bank should be 
relegated to the position of Exchange banks Bo you know that other Ex- 
change banks arc companies legistered m foreign countries If the rela- 
tions of Go\ eminent with the Imperial Bank cease, after the ostaWi-dimint 
of the Reserve Bank, the Imperial Bank will have to work as an Indian 
bank registered undei the Indian Companies Act, and therefore 't cannot 
have the same p isition as the other Exchange Banks? — So far as India 
is concerned, them tire no restrictions 

3906 But jou base said that after the Reserve Bank is established, 
the Imperial Bank should have no facilities from Government’ — It can be 
an Exchange bank for the countij , and the Government will gne it the 
benefit of its foieign exchange business 

3907 How can it be relegated to the position of Exchange Banks 0 — I 
have said, “the position of an Exchange bank ” 

3908 Do jou implj that the Imperial Bank, if freed * from -its present 
restrictions under the existing Act, will of its own accord go m for exchnnge 
business, or do jou implj that the Government should give it facilities to 
do exchange business’ — I said that Government should give it facilities to 
do exchange business for the countrj It should -still be a Government 
bank and jet it should work in a different field 

3909 Would it be n dcsuable thing for this countrj to place the Im- 
perial Bank, m such a position? Do jou think it would bo l desir.wle 
thing for Government to encourage this? — It is desirable, since the Im- 
perial Bank will m that capacity be more serviceable to the rt omrtrv 

3910 You 1 ugge<d that the monev -lender should be forced to change 
his methods and should be required to take out a license before be could 
start regular money lending business 0 — T have nhendv stated earlier m 
my memorandum that the monej -lender’s money must he mndo unlend- 
able except at the rates winch the -banks charge for their investments 
The money that is lent by the bank will be- at a particular rate, and if the 
money-lender , is not able to get ,a -higher rate for his lendings, he will not 
he able to earn ,any profit 
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3911 You want to contiol the moneylender's business Do you nob 
think that ultimately the agriculturist will suSer from want of easy and 
sufficient funds?— I' would suggest that the co-operative banks should under- 
take to lend mone 5 , the land moitgage banks can also help the ryot 

3912 Do 5011 want eo-opeiatve banks and land moilgage banks to 
step m?— Yes, to help the lyot 

3913 Do \ou not nd\ouite that new joint sfioClc banks like joui own 
should" come into existence’ — I am m favour of more joint stock banks 

3914 You refei so often to unhealthy competition among various banks? 

I put it to you whether you cue not competing with other banks m your 
place ? I am, I cannot keep out of it wdien other banks come into the com- 

petition 

3915 Mr Lamotui On page 1 of youi memoiundum, paiagraph 4, you 
say, “there is no 'chance of any industry developing under the present 
circumstances unless long term credit is available ” You have also quoted 
four -cases of mills which }ou Say went into liquidation as “the Imperial 
Bank did not comb to their 'help m time Have you any knowdedge of the 
circumstances in which ciedit was with di awn from them’ Do j^u n.'t 
think that if the Imperial Bank did not offer any assistance, that might 
have been became the position of the mills did not wairant it? And 
if fliese mills w^ere bad cases foi the Jmpcnal Bank, do jou not tlimk that 
they would.be bad cases for the Industrial Bank as well’ — My idea of the 
situation is that if there had been an Industrial Bank m existence, these 
mills would net have eorno to guef, because the Industrial Bank bv offering 
long teim credit to these companies would have saved them from mm 

3910 Do you not think that then failure was due pi obably x o bad 
management’ — I do not agree that it was due to that cause alone My, 
information is that they asked for long-term advances which were refused; 
hence they had to go into liquidation 

3917 Would another commercial bank have advanced anj money to 
tiiese companies under the circumstances m which tlie compames were 
placed ’■ — I do not know about other commercial banks, but I am sure that 
the Industrial Bank, if one had been m existence at the time, would 
certainly have helped these mills 

3918 Do you not believe that these mills weio not woikmg with suffi- 
cient capital’ — That may have been, but I maintain that an Industrial 
Bank would have been expected to give the necessary assistance even under 
sbeh circumstances. 

3919 Youi statement kora one end to the othci is so full of conuadic- 
tions that it is leally difficult to argue the matter any furtbei For instance 
on page 7 of vour memorandum* you say, “the Imperial Bank except m h 
few instances has never sympathetically looked upon the struggling Indulh 
banks but has at every opportunity entered into competition^ With them 
at times even in an unscrupulous manner” Then on page 10 of youi* 
statement 3 r ou say, It (Imperial Bank) also lends to other banks against 
Government securities and to industrial concerns against 3 aw produce^ etc 
Indigenous bankers and multam and m’arwah money-lenders are also 
financed to large extent ” Then again, on page 11 , you say, ‘In times 

, of difficulty, theie is no instance of the Imperial Bank having assisted an 
Indian Bank except it be agamsfc. deposit of Government secuntie c ” I 
mean the whole thing is a string of contradictions ?— I do not find any 
contradiction in any of these. 
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3920 There are so many contradictions that it is not worth while going 
into details? — I do not find any contradiction m the statements that you 
have read out to me I have merely mentioned facts 

3921 On top of page 11 you have said, "Instances arc. not wanting 
where promoters of a new bank aie dissuaded from 1 the work, where bor- 
rowers of a new branch of a bank are threatened with the cancellation of 
all existing facilities and where even the usual facilities allowed to its 
ordinary clients or even the common courtesy of a co-banker are denied by 
the Imperial Bank to ihc indigenous bank, though the existence of a <una]l 
local bank cannot be considered to be even a flea bite to this gigantic 
institution In tunes of difficulty, there is no instance of the Impciial Bank 
having assisted an Indian bank except it bo against deposit of Government 
securities The Impeual Bank lias thus failed to occupv the position of 
a bankeis’ bank ” (supposing I gave you an instance where the imperial 
Bank did help an Indian bank? — So fat os I am nuoie, there is no instance 
of the Impeual Bank 1 at mg ever helped an Indian bank Further I am 
prepared to substantiate eveiy statement that I have made m my memo- 
randum, and I may add that there is a lot of public fooling against the 
general attitude of the Imperial Bank 

3922 Then it is onlv feeling and not e st dement of facts? 

3923 Chauman Mi Lamond’s point is tins You have made a state 
ment that in times of difficulty there ir no instance of the Imperial Bank 
having assisted an Indian hank except against a deposit of Government 
securities Now, can you give us any instanco where the Imperial Bank 
refused to do what you say they should have done? 

3924 Ur Lamond St, mv point is that he has made a statement 
which is entnely without foundation 

IFifness It is lather difficult to substantiate such charges 

3923 Tlun, wh\ make such statements 0 

392o Chauman Unfortunately vou have mule r definite statement 
which, so far as we know, jS not a correct statement because we know the 
instance of one Indian bank where assistance w r as given 

3927 Vi Manu Sabcdar Do vou mean to say that this one case is 
exceptional and that the general lule is that the Imperial Bank refuses to 
assist Indian banks in times of need’ — There are instances wheie they 
actually refused to help If you want, I can give concrete instances 

3928 Can vou send us a list of those instances’ — Yes, it I run up tc 
Madras foi a few days 

3929 Mr Ramdav Panfvhi In answer to the Chairman’s question 
regarding fhe competition of co-operative banks, vou said vou did not agree 
with the findings of the Madras Provincial Banking Committee Do vou 
know at what rate co-operative banks lend money to the agriculturist’ — At 
8 to 9 per cent 

3930 What is the rate at which your Andhia Bank lends money to its 
customers’ — At 2 per cent over the Imperial Bank rate 

3931 Ro that if the Impeual Bank rate is 7 per cent then you will 
lend to the co-opeiative banks at 9 per cent and also expect the co- 
operative hanks to lend to the agriculturists at 9 per cent , is , the rate 
St which they bonow’ — The rate of the Imperial Bank is about 6 fo 7 per 
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cent only during the busy season, while the needs of the central co-opera- 
tive banks for short-term borrowings will be only from May to June 

3932 You aie wrong Our opeiations go right up' to October and then 
a CT am begin flora January and go up to March or Apul Can you lend to 
any central co-operative bank at any time m the year at 6 per cent or at 
5J per cent ? — It cannot be so cheap as that 

3933 Do you think that m places where there are co-operative banks, 
you can lend money at the Imperial Bank rate 9 — We are lending at one 
per cent over the Imperial Bank rate 

3934 Mr Ramdas Paniuhi According to the Madras Provincial Com- 
mittee the capital required for the current requirements of the agriculturists 
is about 70 croies of rupees , accoidmg to the Madras Central Urban Bank, 
it is 40 crores Do you think that these 40 or 70 ciorea could be raised- by 
the agriculturists themselves an the village for their needs and that no exter- 
nal aid should be given to them 9 Is that your idea of co-operation? — The 
needs have been met all these years by private moneylending 

3935 And it has been found to be ruinous by every authority con' 
cemed? — If the primary societies are able to get all their money through 
the medium of the moneylenders, the problem is solved 

3936 Do you think there are enough people in villages who have spare 
money to lend thi s 40 crores every yeai 9 — If that is not the case, there 
is no use at all trying to improve these primary societies 

3937 Chairman Are you aware that the tnoneylenders do not find the 
whole of the capital required for local financing, but they also depend on 
urban moneylendeis for part of their resources? — If that is not feasible, 
the only other course is that they should not offer higher rates than those 
prevailing 

3938 Mr Ramdas Pantulu What do you offer for your deposits? — 
6 per cent for twelve months 

3939 Do vou know what the co-opeiative bank at Masuhpatam offers? 
— 5| per cent 

3940 If I may correct you, co-operative banks are offering 5 per cent 
for long-term deposits and 4 and 4-t per cent for short-term deposits Are 
you competing with them or is the co-opeiative bank competing with you 9 — 
We are competing with them 

3941 Whv do you think that the co-operative bank which wants to get 
money at 5 per cent and finance the agriculturist at 8 per cent ,is acting 
wrongly and you aie a.-ung rightly when you offer 6? — Our rates will also 
come down automatically when the central bank borrows ' at 4 or 4| 

3942 Will you also reduce your rates to the level of larger joint stock 
banks? — It is always our endeavour to leduce our lates to the level of the 
joint stock banks m other cities, but when there is a competitor like the co- 
operative bank offering a higher rate, we are helpless 

3943 It is just the opposite of what you say The co-operative bank 
at Masuhpatam is able to get money at 44 to 5 and you have to pay 6 
per cent ? — We find it impossible to reduce our rates further because ''of 
the higher rates offered by the central bank If they reduce to 4 or 44, 
we snail also reduce to 4^ and 5 per cent 

3944 But you admit that no joint stock bank can advance to the agri- 
culturist ? — Yes 
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3945 Then you, v ant to leaye it either to the money-lender or to tha 
village societies themselves 9 — They ought to develop 

3946 The idea is that the moneylenders should continue to finance 
them or the villages themselves must find Ihe capital 9 — Perhaps as a 
lesser evil, let the co-operative banks go on foi some time, but what we 
should aim at is that the piimary societies should tiy to laise all the 
monev necessaiy and not the cential bank 

3947 If eveiy village found its own capital, then you think your opera- 
tions would not be hit? Is that your idea 9 — Yes 

3948 Then there is the question of financing the ngnculturist against 
his produce Now the ]omt stock hanks do it? — Yes 

3949 What lates do you chaige 9 — We charge 1 1 per cent over the 
Imperial Bank late, with a minimum of 7 pei cent 

3950 Do ’sou give small loans 9 — Yes, 500 and abo\e Wo do not give 
Joans below Its 500 

3951 But if smaller agncultuiistg whose pioduce is on land want, say 
Its 100 or Bs 200 to tide over a difhculty or move the produce to other 
markets whom do you think they should go to? — Thev have yet to Ltgin 
that sort of thing 

3952 Do you know that co-opciative banks have been advancing 
money m this respect 9 — That is oulv m two distnets and within the last 
on? or two years 

3953 They are developing their business? — And I do not find fault 
with them 

3954 But we want money for that purpose and where are we going 
to get that money from 9 If the cential banks aie to advance money 
against produce they cannot obviously go to you, because they get money 
at G per cent ? — But I am consideimg the possibility of oui rates being 
reduced still frnthei At present it is not possible 

3955 Therefore you think that at present co-operative societies are 
doing good work? — They are doing good work 

3956 They are financing agriculturists much better than you could do- 
— Yes 

3957 You thmk they stand m the way of vour developing 9 — That is 
mv grievance 

3958 Theiefore vou want the co-opeiative cential banks to ‘be removed 
from yom way 9 — If they aie removed from competing for deposits, it will 
make me happy 

3959 Chau mail It may make you happy, but will it be m A be in- 
terests of the country? I think you answered that it. did not concern 
you You are more concerned with your own business than with other 
questions 

3960 Mi Ramdas Pantvlu Do you know that the Imperial Bank i& 
giving certain iacilities to the co-operative banks? — Yes 

3961 And very useful facilities too 9 — That IS so 

3962 Has any joint stock bank m India ever thought of financing 
the agriculturists who are the mainstay of the country? — Commercial 
banks have not bean able to do it 
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3963 Why should the co-operative banks be tender to commercial' 
ranks? Whv should we stand out of the way of commercial banks by 
in t attiac-irg moncv at a rate at which we can get it lowei than your 
own lending rate? — My contention is that by .your quoting high rates, the 
rates for fixed deposits are unnecessarily being put up It is m the in- 
terests of the country itself that the central banks ought not to borrow 
or even if they bonow, it must be at rates prevailing at other centres- 
and not at highei lates The interests of the country are not ignored 

3964 Supposing the central banks borrow at 4 per cent , what do you 
visualise vour rate to be? — 44 at the most 

3965 What will you do for the co-operative movement with the money 
you get 9 — We would ceitainly advance them money during the dull sea- 
son 

3966 At other seasons / — W 7 e cannot advance 

3967 Therefore by withdrawing our competition from the field and 
allowing you to get money at a lower rate, what is it that agriculturists 
aie going to get? You have alieadv agreed that whatever , be the rate at 
which you get money, you , cannot finance agriculturists ? — Yes 

3968 You <know r the < agriculturists form 80 per cent of the population 

of the countrv and produce all that is necessary for the mills and create 
a favorable rrnde balance and are the mamstav of the country? — T quite 
admit that the agriculturist has to be financed, but their financing does 
not end with the co-operative banks alone, you cannot ignore the com- 
mercial banks , 

3969 Our idea t displace the money lender not the commercial 
banks? — It may never be possible 

3970 It is a matter ot opinion As a matter of fact to-day. we have 
been able to find money to the extent of 10 ciores m Madras 
and the Punjab Committee says that wuthm ten or fifteen years, 
they would be able to reach a 75 pei cent limjt After some years it 
would be possible to displace all the moneylenders? — I am referring to 
the commercial man w r ho purchases stuff and sends it out for export or 
foi sale You w r ant merely to benefit the agriculturist , I am referring 
to the middlemen and the merchants wdio have to help these people m 
moving the produce These have also to be helped 

3971 Co-opeiative banks aim at financing the giow'ei and commeicial 
banks, the merchant and the middleman Youi financing comes at a later 
stage, when the ciop is raised W 7 hile you are capable of financing only 
the middleman and the merchant, the co-operative banks finance the 
growei You have admitted that you cannot finance the growei ? — I say 
that, we cannot finance the grower, jbut w T e must also have facilities to 
finance that person who is also an integral part of society and wdio has 
been helping the agriculturist and wdio cannot be displaced completely 

3972 Your lates of mteiest may operate against the meichant or the 
middleman What you borrow at higher rates of interest will be lent out 
to mercharts theie f oie it is ultimately the producei w'ho suffers? — If we 
have more funds we would certainly be able to assist them better 

3973 You think the wdiole of your trouble is due to the co-opeiative 
banks offering 5 per cent ?— No, it is only one phase of the wdiole question 

3974 At any r rate y T ou admit that joint stock banks cannot finance the- 
agriculturists ? — Yes 
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3975 With regard to the Chairman’s question about the scope for 
usance bills, I shall rend out to you two passages from the report of the 
Madras Provmcai Banking Enquiry Committee 

"We shall deal with the distribution of imported goods and consider 
the case of a small merchant engaged m this business 
Imported goods are mostly handled by big European agency 
houses and they mostly arrange their own financing The 
importing firms hold goods on account of these buxers and 
give delivery on short-term credits of 30 and 60 davs’ pro- 
note Pio-notes are generally kept m the custody of import- 
ing firms and retired on the due date The local merchants 
who buy goods from these import firms on 30 and 60 days’ 
credit distribute the goods on credit to the mofussil merchants 
mostly on open account and partly on lnmdis, or pro-notes 
on 75 dajs’ credit, but these are not often paid on the duo 
dates and it takes the fonn of a running account Bills 
and liundis play only a small part in these transactions and 
not to the extent to which there is scope for their use in the 
trade This is attributable to the reason that these retail 
merchants are not m the habit of keeping bank accounts 
The absence of a regular system of liundis or bills based on 
inland trade in the country is a great drawback ” 

-And again 

"The internal trade is financed partly largely, in fact by the 
capital of the merchants of all grades and of the large trading 
firms These resources are supplemented by short-term 
credits of pint stock banks which discount liundis and bills 
and b^ the banking and moneylending communities who lend 
money m the form of credits covered by hundis based on 
genuine trade transactions and also give advance on pro- 
notes on personal credit to tiadesmen and merchants well 
knowm to them for the purchase of goods These banking 
communities include m this connection the Mnrwaris and 
Multanis, Nattukottai Chettiyars, the Telugu Yaisjas and 
the Kallidaikurichi Brahmans in Tmnevellj ’’ 

I want to know whether vou still adhere to the answer you gave to 
"the Chairman In view r of the above quotations, why do jou say that 
■there is no possibility of the development of these bills’ — I invite atten- 
tion to what I have said m mv memorandum 

"Accommodation bills mav, how T ever, take the place of the ‘Kathas’ 
or eunent oi overdraft accounts as between merchants that 
are now r so common The chief obstacles to the develop- 
ment of these usance bills have been the high stamp duty 
and the want of rediscounting facilities for banks Banks 
would have tried to popularise these bills but there has not 
been any particular benefit to them by this in the shape of 
rediscounting facilities by the Imperial Bank So, if the 
stamp duty is reduced and if bills are freelv rediscounted 
as between small banks and big and as between big banks 
and the "Reserve Bank commercial paper will come into 
vogue, though there is no certainty that accommodation bills 
will not predominate ” 
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3976 Would you modify your answer to the Chairman by saying that 

there is scope for development? — These usance bills would ultimately replace 
the pronote 1 > 

3977 Tour statement in answer to the Chairman conveyed the idea 
that these usance bills cannot be developed? — Mv reply was only as regards 
selling of produce in the country So far as import bills are concerned, 
I have already said that they could be developed 

3978 With regard to your statements about the Imperial Bank, can 
you give us any instances m which you weie personally unfairly treated 
in regaid to cashing cheques? — I have some glarmg instances Transfer 
of money from one place to another has been one of the facilities given by 
the Imperial Bank after having taken charge of Government treasunes 
Bor othei banks the Imperial Bank allows a special rate of 1/32 per cent 
for sums of Rs 10,000 and over, but they have refused this small facility 
to our hank 

3979 Mr Lam and Bo you understand that the facility is extended 
between branches? — That is exactly what I applied for 

3980 In respect of which branch? — Our head office is at Masukpatam 
and we applied for transfer to Cocanada and Hyderabad where we have 
branches 

3981 Hyderabad is m an Indian State? — The bank is m the British, 
territory Anyway there is the case of the Cocanada branch I hand 
over the correspondence which I request may be returned to me 

3982 Mr Bamdas Pantulu What is the other matter? — We were 
having our cheques purchased by the Imperial Bank at 1/8 per cent 
When I asked them for rates regarding purchase of cheques, they put up 
-the rate to 3/16 per cent I hand over the correspondence relating to 
this matter also 

3983 What do they charge for other banks? — I do not know, I asked 
for a statement of the terms given by the Imperial Bank and I find that 
they vary a good deal and that the rates quoted to us are mostly unfa’r 

3984 Is there any other instance? — The ether day when we were 
opening n branch at Cocanada, I wrote to the Imperial Bank at Masuh- 
patam asking them to transfer a poition of the overdraft limit gianted 
to us to the Cocanada branch for the advantage of the branch there I 
put the limit at Rs 5,000 Thev wrote back saying that as our head 
office was at Masuhpatam, we cannot have these drawing facilities at any 
other branch So far as I know, there are instances where banks deposit 
all their securities at one place only and ask the Imperial Bank to give 
drawing facilities to various blanches proportionately, not exceeding the 
total amount of the securities held 

3985 Mr Bitchier/ Bid you ask the Imperial Bank to cancel put of 
the facihty ht Masuhpatam and give it to Cocanada? — I did I hand 
over the couespondence relating to this matter also 

3986 Mr Lamond Bo you know the usual way the banks accom- 
modate? In Bombay the banks get accommodation by ta kin g loans 
subject to a minimum of three days?— I know, *in the case of the Indian 
Bank at Madras, all securities are held at the head office, and 75 per cent of 
the oveidraft hmit is given at other branches 

3987 The overdraft facility is a very special concession? I do not 
know why some banks do it and others do not 
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- '3988 Mr Ramdas FanUdu You said that the possibility of n pro- 
vmeial industrial bank suffering >by reason of depression m one particular 
industry is greater than the case of an all-India industrial bank If 
there is depression in the main industry of a province which is financed 
n , 7 a piovmcia! lank, its shaies stocks and debentures will depreciate 
considerably on account of the depreciation m the trade? — But m the 
case of an all-India bank it may be hettei able to withstand the depiession. 

3989 You mean an all-India bankroll not be hit to the same extent*? — 
It wall be better able to withstand any such difficulties 

3990 Chairman How 9 The principal mdustnes m India are cotton, 
pite and peihaps iron and steel Iron and Steel would not come to an 
industrial bank Jute is not likely to come to an mdustual bank, because 
their sources of finance are at the present moment, quite adequate There- 
fore u is largely cotton If there is depiession m cotton, it w r ill affect 
all pi, vinces m India It will not affect one province mme than another — 
But Bombay, I suppose, is the piovmce mostly engaged m it 

,3991 The depiession will affect all the cotton mills wherever the-, maj 
be situated 

3992 Mi Khaii an . I ha\e heard that the cotton mills in different 
parts of Indui had different- tales to tell, c q , the cotton mills in Bombay 
are losing, whereas those at Ahmedabnd, Delhi, the Punjab and Madras 
are making a profit 

Chairman But not to the same extent as they would bne done if 
there had not been depression in the -cotton industry generally 

Mr Khaitan That is a different matter, but even at the present 
moment the cotton industry in some provinces is if I may 9 a\ so, prosper- 
ing, while m others it is losing 

Chairman Therefore, in fact if they me piospenng, then they would 
not go to the industrial bank Of course, I am glad to bear that from 
Mr Khaitan and it will help me later on to put questions to other wit- 
nesses 

3993 Mi Manit Subcdar In older to extend banking would you sug- 
gest having moie branches 9 — Yes, there should be moie branches of the 
joint stock banks 

3994 Has the establishment of the Imperial Bank of India bianch at 
Masuhpatam done any good 9 — It has leduced the late of interest 

3995 Has it affected the local bankei m am wav 9 — It has been sug- 
gested to us that the Imperial Bank competes unfairly with the joint 
stock banks, and that thev may not be allowed to open more branches. 
What is youi view 9 — -I have no expenenee 

3996 Witness Sir, I wash to bring one fact to your notice In 
u-ocanada the Imperial Bank charge a commission for collection of our 
cheques at l/16th per cent 

3997 Mr Ramdas Pantuln In the town 9 — -Yes 

3998 Mr Lamond How fai is lour office ficm the Imperial Bank? — - 
Lt is about four or five furlongs 

, 3999 If you send us a cheque and if that means that it is only a 
ransfer of cash, there should be no such charges? — Masuhpatam 
ej are noi charging, but here m Cocanada they do charge collecting 
commission 
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4000 Even if you send a cheque for the total cheques, they charge 
collecting commission? — Yes 

4001 Did you see the Agent of the bank in this respect? — No, I have 
not seen ki'm My intention is not to complain but only to bring to your 
notice some facts 

4002 Chairman As I undeistand, the Imperial Bank at Cocanada 
might perhaps be thinking that for the letum of their own money there 
la a risk 

Mr Ramdas Pantulu This is a ease of a bank which has already got 
money m the Impel lal Bank 

Mr Lamond You had better write and find out what it was 

Mr Ramdas Pantulu Is it your suggestion that in order to discourage 
your bianch in Cocanada, they aie behaving,. like this? — That as what I 
think In Masulipatam they do not chaige 

Chairman Perhaps, there is some trouble between jour man at 
Cocanada an 1 tie Impeuhl Bank Otherwise, how is it that they accom- 
modate you m Masulipatam and not m Cocanada — There is no question 
of -accommodation m this ’matter It is only a way of placing obstacles in 
the development of our Cocanada Branch 
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Mr F V Eushforth j Mr E W Buckley 

Sir Hugh Cocke, Kt Mr Nalini Eanjan Sarkar 

Dr L K Hyder Seth Hajx Abdooj a Haroon 
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Mr V K Arayamudha Ayangar, M A , C I E ( Secretary ) 

Mi E P Masani, M A (Joint Secretary) 

Mr B Eamachandra Eao M A , L T , Department of Economics- 
and Commerce, Calcutta University, \\ as examined 

4003 Chairman Mr Eamachandra Eao, you are the Piofessor of 
Economics and Commeice m the Calcutta University? — I am a lecturer on 
Economics, Banking and Currency for the M A students and also a 
leetuier foi commercial banking I have got ten years’ experience as a 
lectm er on Banking and two yeais’ expenence on Cunency I have been 
woiking for a period of thirteen years m the Calcutta University as a 
lecturer on economics and commerce I am an author of some books on 
banking, one is the “Banking m India’’ and the other “Elementary lessons- 
on banking”, that is to say, banking theory for elementary students 

4004 I take it that you have made an extensive study m the field of 
banking not only m India but also outside India 9 — Yes 

4005 Have you travelled outside India? — No 

4006 Therefore, you have no personal expenence of banking condi- 
tions outside India Is it so? — Yes 

4007 I take it that you have no practical tiaimng as a banker? — No 
I am a theonst m banking 

4008 You say that fixed capital expenditure and the initial working 
expenses shoo'd hist bt secured by the shareholders’ original capital 
When you theiefore talk of industrial banks m your memorandum and 
suggest the grant of facilities to those mdustnal banks, is it your intention 
that these hanks should finance only the cunent lequirements of in- 
dustries 9 — The ideal method of financing an industrial concern is to secure 
the original capital from the shareholders’ subscriptions and if any further 
extension is required, it depends upon the resources of the industrial concern 
itself If we want to start an industrial bank, it should be aided to a certain 
extent by certain concessions from Government In the case of ordinary 
industrial concerns the banks should finance only the current requirement 
of the existing industries but m the case of new industries to be started 
and financed by the industrial banks, some facilities should be given by 
Government 

4009 As I understand you from what you have ]ust told us, it is not. 
your intention that the industrial banks proposed by you shhuld finance 
the existing industries but that they should only finance new industries. 
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Is it correct 9 — No, I do not mean that An industrial bank is meant to 
create industries and if the bank has got fixed capital, that 'will help cheba 
much 

4010 Tor the present T should like to have \our idea on this point. 
You have proposed an industrial bank We shall discuss the details of 
that bank later For the piesent I want to know this You said you 
do not contemplate thaf the industrial bank that jou propose will finance 
the existing industries Because your idea is that for the capital expendi- 
ture the concern must depend on the shareholders’ capital and that they 
should do so also for the initial working expenses You say that the 
existing mdustnes can get their working expenses fiom the commercial 
banks to a certain extent Injustice is done m that paiticular aspect be- 
cause the proper valumg of industrial securities possessed by the industrial 
companies can only be done by the industrial banks So, would you agree 
that the industrial bank proposed by you should also finance the working 
expenses of the existing industries 9 — Yes 

4011 You have cleared one point The next point is this You s§,y 
that the industrial bank proposed by you should to some extent finance 
the capital expenditure of new industries and <=hould also finance the 
working expenses of such industries Is it not 9 — According to my own 
idea there 'should be specialised industries If the new industries are 
started they should provide for themselves the necessary shareholders’ 
capital and the industrial bank should later on finance the requirements 
of the industrial company 

4012 What I understand is this In regard to the new industries /our 
idea is that the block capital should be provided by the shareholders and 
that the industrial bank should help them to the extent of underwriting 
But do you want that the industrial bank should also finance the woilung 
expenses? — Yes 

4013 I do not for the present want to discuss the details of the wot king 
of the industrial bank, but I wanted to make it clear from you what your 
views aie on the general question of the industrial bank You say that 
it is only a bank conducting a mixed banking business that can afford fo 
grant non-termmable loan for long period Is it not your intention that 
such non-teitannable loans should be obtained by capital subscribed by 
shareholders 9 — In this, case what I lofer to is the commercial bank 

4014 That is all right It has a reference to the commercial bank 
But m view of youi first statement which I, have referred to m my previous 
question, this question arises So, I, want to know whethei it is your 
intention that such non-termmable loans can lc obtained for the block 
capital and that the capital for extension should be obtained from capital 
subscribed by shareholders 9 — Yes 

4015 You say that the Imperial Bank grants loans to industries but 
that as these are terminable loans, the industrialists are generally em- 
barrassed I suppose you are referring to loans for current requirements 
and to the statutory prohibition against the bank granting loans for more 
than six months Would you kindly give the committee an idea of the 
period for which such loans are required by industries and whether they 
would not be terminable loans m any case 9 — The original block capital 1 
has already been supplied 

4016 We are talking of working expenses You have referred to loans 
for current requirements and so, will you kindly give the committee an 
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idea of the period for which such loans are required by industries? Wo 
■want to know whether they should not be terminable loans 9 — Yes, they 
■should be teimmable loans 

4017 You say that theie are finance houses in Bombay and Calcutta 
who are willing to provide long-teim loans but that then lutes are high 
Will you please give us the names of some of these houses and tell us of 
;the rates of mteiest charged 9 — I lefer to the cases in 1017 and 1918 There 
was a lefeience made by a witness m his evidence to the Indian Industrial 
Commission that Maitin and Company and seveial otliei houses m Bom- 
bay were in a position to give long teim loans but that their latea were 
high This will be found m the report of the Indian Industrial Commis 
sion of 1918 I do not know whether there are any such finance houses 
at the present moment 

4018 You do not know whether there are such houses at the present 
time 9 — The joint stock companies’ ^Registrar issues his annual report and 
a refeience to that report will make it clear 

4019 Mr Khaitan Have Martin and Company to your personal know- 
ledge made any loans to industrial concerns which are not under their 
management? — I am aw r aie of that fact I have read it m the report of 
the Indian Industrial Commission that the Martin and Company have 
advanced to the industrial concerns to the extent of Its 80 lakhs 

4020 I am not referring to the financial assistance that Martin and 
Company have given to some tea gardens for their working expenses. 
I am referring to long-term loans that you are retcrring to? — I shall make 
that point clear after lefeinng to the report of the Indian Industrial Com- 
mission of 1918 

Chairman Your answei is that thiB statement is not based on peioonal 
■observation but on something else You make ibis statement because you 
read it in the lepoit of the Indian Industrial Commission We shall be 
able to turn ovei that lepoit and see foi oursehen 

4021 You refer to the practice of taking deposits by the industrial 
mills in Indoie and Ah'medabad Do you think that the practice is safo 
from the point of view of industries? — It is not safe, pro\ided the depositf 
would be 1 kept for a long time, otherwise it would not be conducive to in- 
dustrial prosperity' 

4022 1 You say it is not unsafe provided these conditions are fulfilled ; - 
Yes 

4023 Otherwise there is a danger? — Yes 

,4024 You have said that the exporter financing himself by the method 
of refinancing b\ acceptance is the best method etc Will you kmdly 
develop voui statement so that the committee ma’v know what you pre- 
cisely mean? — Suppose first the export bill ‘has been discounted and when 
the exportel requites further advance there is a question of the bill being 
accepted and made leady for the discounting market It is very difficult 
m this caSe If there is a method of refinancing bv acceptance, at the time 
when the exporter requites further funds, he can get thbse' funds' by 
refinancing the bill 1 'by 'acceptance 

4025 That proposal of youi piaeticallv becomes the same as your 
second proposal You have given 'three alternatives, and therefore I am 
asking you this question Your first proposal ! practically includes yoiir 
two ltbmy, that is fihancmg m the' first place by 'discounting, secondly that 
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the bills created under the confirmed letter of credit can be ready for the 
purpose of the discounting maiket Under the second condition of yours 
theie comes the question of refinancing Theie is a lettei of credit and 
it allows the Indian exporter to diaw bills on the bank It is financing 
When the bills so credited are again sold in the maiket it is the question 
of lefinanemg Is it not? — In the case of a letter of credit there is a 
particular limit Although these can be dia\vn cn a bank, the bank takes 
caie to fulfil the conditions mentioned m the letter of credit Theie is 
a paitieulai h'mit mentioned m one of those conditions They lay down 
also the rnaigm 

4026 You say that the bank issues a letter of ciedit and if the oehk 
has got good bills, the bank would not object to give a further letter of 
"•redit and thus the bankiecoups itself by selling the bill in the maiket 

It is just the piocess of what you call the refinancing by acceptance 
Theiefoie, I fail to understand the diffeience between these two alterna- 
tives? — The fiist alternative is the piactical thing imdei taken m Ameiioa 

4027 You make two auggestions The second is intelligible but a’bouu 
the first I do not understand jou fully You jourself say that the bills 
can be easily sold m the maiket That is the piocess of refinancing You 
also say that theie is a limit in the lettei of credit When the piocess is 
staited and if the bills aie good ones, the bank would natuially give a 
fuithei lettei of credit? — The bank always puts a limit m the case of a 
paitieulai expoitei m the Imattei of bills But by the refinancing piocess 
theie is no such limit, as 1 have aiieady told you 

4028 Take youi fiist clause You say that an expoitei finances him- 
self He will finance himself by getting somebody to accept his bills? — 
That is one of the ways to get money The bank which finances m this 
way can do so to the extent that it can make There will be no limit 
to their resources, as the bank lecoups itself by what you call the process 
of refinancing 

4029 Sir Hugh Cocite : I think the witness should be asked to give a 
specific example 

4030 Chairman If you can give us a specific example what you mean ' 
by the first method and by the second method, it will be very cleai to the 
committee? — Suppose I am an expoitei of leathel goods and m older to 
manufacture these goods I discount bills to the extent of ten lakhs If I 
want furthei money and if the bank accepts the bill, I immediately diaw 
the ongmal bill upon the Central Bank and get the bill discounted, so, I 
get further money for utilisation This is one method As regal ds the 
other if the banks give credit aftei the finished goods, it is better There 

is a nsk that I may not be able to make the goods saleable If the bill 
is diawn on actual goods there is no question of dangei 

4031 Chan man Will any bank accept such a bill winch has no 
security behind it, without being certain of the goods? — Looking into the 
volume of the business, bills which are sometimes discounted may be even 
of an accommodation nature 

4032 Sir Put shotamdas Thahurdas You were just now talking of the 
instance of a tannei and how he expoits his Judes and skins Supposing 
you have sold youi Apnl shipment for goods woith say £10,000 In the, 
ordinary couise you are asked to diaw on some bank m Europe and jou 
have also to attach the othei documents to the bill Is it not so? — Yes 

Vol. nr 2 d 
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4033 When will you draw such a bill which you have m mind? — As 
soon as the goods are shipped I can draw the bill 

4034 Then is it youi point that you will diaw your bill on y oui April 
shipment between the 1st and 30th Apnl’ — Yes, that must be done by 
then 

4035 What w e v r ant to understand is youi second method of financing 
of youi expoits which you refened to? — Dr H L Eeed m his book 
“Development of Fedeial Deserve Policy” has dealt with this suggestion 
exhaustively 

4036 Mr Sarlcar Aie you lefenmg to the system m \ogue in Amenca 
wlieie even befoie the shipment of goods expoiter’s bankeis sometimes 
accept a bill v r lnch can be discounted in the open maiket — The advantage 
of this piocess is that the expoiter can get the money quickei? — 

4037 Chairman That is easily undeistandable, a case of local ciedit 
given on the peisonal seeuuty of the expoitei Very well, we will lea\e 
it at that 

4038 You have also said that the Commission House staying m this 
country can likewise ask its bankei to finance the exports by the metuod 
of financing acceptances etc Will you please elucidate i our statement? 
May' I know what is this Commission House you are talking of? — I am 
referring to the Impoit and Expoit houses 

4039 In this case instead of the tinder getting the finance from Hip 
bank he hands ovei the goods to the Commission House which thereafter 
gets a bankei to finance it on the basis of the goods Is that the inten- 
tion’ — Yes, the Commission House will be m a position to find a market 
elsewheie 

4040 You sav that the Tata films’ bills aie eagerly brought m the 
Calcutta Moncv Maiket Would von lnndlv explain a little more fully 
the natuie of the bills vou aie icfeirmg to, and also give the Committee 
an idea of the volume of bills placed on the market’ — This was refin-md 
to by the Bengal Chamber of Commerce m then evidence befoie the Hilton 

> Young Commission This is only an indication of the fact that lulls are 
being increasingly drawn m this country 7 and they are being discounted 

If you had stated the source of your information for this statement, 
we would not have troubled you by 7 putting to you this question You have 
no personal knowledge m this matter’ — Aie not these bills discounted 
by the hanks m the Calcutta Money Market’ 

4041 Mr Kliaitan May, I ask you if you are aware that Tata’s firms 
do not exist m Calcutta? — I am only referring to the fact that bill-drawing 
i a becoming very fa'miliar in tbis country 7 

4042 Chairman, I fullv understand the implication behind your 
answer Is this what you are referring to? 

( A copy of the volume of the Hilton Youne Commission's report 
containing the evidence of the Bengal Chamber of Commerce 
■ was handed over to the witness ) 

I don’t find any reference to the Tatas Bills at all? — I gathered this fact 
from the oral cviderice of some oi the wetnesses tendered to the Hilton- 
Young Commission It will take some time for me to elucidate this state- 
ment 
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4043 You suggest that the primary producer who sells his crop should 
diaw a bill foi the amount of sale and get it discounted it the indigenous 
bankei’s firm Do you think that the agriculturists who aie the pumary 
producers aie so educated as to take to this suggestion readily — I avhmt 
that illiteracy is a veiv gieat handicap, but something should be done in 
the mattei of improving the educational facilities of the people as has 
been suggested by Sir Basil Blackett 

4044 Dr Hyder Wheie is your home’ — I cotaae fiom the Vizaga- 
patam town 

4045 Could the agriculturists of Vizagapatam read and wute their 
names m the vernacular’ — There aie many who can read and write 

4046 Chairman Then, is it your point that until the agriculturists are 
moie educated than they are at present it will not be possible to start 
this arrangement’ — Yes 

4047 Fuithei, will not the fact that generally speaking the piumaiy 
producer is indebted to somebody foi bis production and other expenses 
make it impossible from a practical point of view to pursue your sugges- 
tion’ — If theie is previous indebtedness, then it is impossible 

4048 So, unless we can make the agriculturists moie educated, you 
say from the piaetical point of view, it is impossible to cairy out your 
suggestion’ — In the neai future it might be undertaken 

4049 You say that the Indian joint stock banks should finance the 
indigenous bankers who by discounting produce bills can easily remove 
the ryot’s dependence on the vicious and injurious system of credit granted 
by the mahajan Am I conect in assuming that by produce bills you 
mean bills for the a'mount of sale-proceeds of produce’ — Yes 

4050 If so, bow will they enable the primary producer to avoid taking 
loans from the m ah a] an foi his production and othei expenses? — If co 
operative societies exist there then tbeie will be no difficulty, as the pro- 
dueei will he able to get bis requirements from the society 

4051 You are no doubt awaie that these co-operative societies have 
as yet only touched the fringe of the agricultural population? — That is a 
general statement against the co-operative movement, but here and there 
the movement has made considerable progress 

4052 If you had tried to study the agncultuial cond tions m your own 
district of Vizagapatam, you would have discovered that the co-opeiative 
movement has benefited only a very small portion of peasantry’ — That is 
so 

4053 Will you therefore admit that your suggestions are largelv theore- 
tical without due regaid to the actual conditions prevailing the 

country’— I think if an attempt is made it may be possible to 'act accord- 
ing to my suggestion It may be within the next 10 years or even 25 
years 

4054 In the Province m which tb e Co operative movement has made 
the greatest piomess m this country, the Provincial Banking Enquire 
Committee has said that it will take another 15 years at the least for the 
movement to extend to at least 75 per cent of the population ’ Conditions 
m the other provinces are far worse Therefore 7 f VO u sav that vour 
suggestion is only tbe ideal to which you are striving at, I am auite pre- 
pared to take it at that’. — I agree 
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4055 You say that the piesent cash ciedit system enabling exporting 
houses to secuie the products for export is bad and is not conducive to the 
interests of the bankei and the ryot Will vou please explain how it 
affects the interests of the bankei? — If the law material were conveifced 
into the finished pioduet, then theie would be moie scope foi the bankeis 
to utilise then finances foi the betterment of this countiy m finishing its 
own law matenal into finished pioduels m this countiy 

4056 I did not know that you were talking of the comersion of the 
iaw pioduce into nianufactuied goods because it is not possible m certain 
cases such as that of famannd Then what modifications would you ie- 
commend m the piesent system? — I would suggest the piovision of the 
cash ciedit system foi the benefit of the middle-men in the interior nnd 
the discounting of export bills m the mnttei oi financing of the export 
trade Peisonally, I piefei the lattei anangement as being veiv good, 
foi with the spiead of education moie people would picfei to draw bills 
and have theta discounted 

4057 Undei the piesent anangement the expci ier does not get enough 
lesouices bub undei the anangement \ou piopose, his lesources would 
be bioadenod Is that what vou mean'’ — Yes 

4058 That, of couise, mav not bo acceptable to bankas Very well, 
we will pioceed I find it difficult to understand youi sentence "It wiuld 
take long time and would also lrqune the pioJuclion of laige quant’ties 
cf standaid pioducts undei the aigis of co-opeiative pioduccis’ societies 
and these can sell them fo the eo opciative >'nlc societies” Will vou 
please tell me vhat vou picciselv mean fc\ your fust woid it m the sentence 
quoted by me 9 — I am only xef cuing to the cncumstnnces and othei consi- 
derations 

4059 Mi Belinda* Pantulu Possibly lie means after the development 
of the co-opeiative movement? 

4060 Chav man Am way, we shall not proceed with that point at this 
stage You say that the lack of mdustnal knowledge and constant t-ouch 
precludes existing commcicial banks fiom conducting mdustnal financing 
Would you kindly tell the Committee how vou piopose to establish this 
touch and to secure the nccessaiy knowledge in the case of the proposed 
mdustnal banks? — The opinion of the mdustnal expeits m the Industries 
Department of Government might be enlisted, secondly, members of the 
Boaid of Industries could be expected to give opinion regarding the success- 
ful financing of mdustnes I w r ant tly> Industrial Banks to make some 
use of the existing Industries Department and the industrial experts 
avarlable 

4061 You suggest the startrng of a Board cf National Investment for 
India +o supervise the woik of investment trusts and to enable them to 
do part of the work of financial underwriters It has been suggested that 
the idea of an investment tmst w altogelrei novel m India and that it is 
not possible to srer public subscriptions for such institutions from tbe Indian 
public Piom vour study of the eiowth of such institutions m other 
countnes of the w r oild can vou give the Committee anv information as to 
how these institutions 'were developed m those countries? — In England 
when the late of interest was low, the investment trust was staited, and 
later this model was followed by the, American Investment Tiust, but 
ultimately deviated from the English model' I want the English form 
of investment tiust to be introduced m India, and if it has not so fai been 
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introduced, that in tmy opinion is no reason to suppose that it is not a 
practical proposition 

4062 Do you think that with the present high rates of interest pre- 
vailing in India, there would be no difficulty m starting such trusts in 
India’— I do not think so 

4063 We have heard from othei people who have come before this 
Co mmi ttee that it is not a practical proposition, undei piesent conditions,^ 
to establish an investment trust m India — Prom the theoietical point of 
view, theie is no reason why we should not advocate this In my opinion 
an attempt must be made some time oi othei and shat the development 
of investment tiusts should be one of the mam recommendations of the 
Banking Enquny Committee 

4064 On page 3 of your memoiandum you say “ Amenca possesses 
cattle and automobile companies Both industries have flourished on 
account of these middlemen and the nature of these companies, if 
staited, would necessanly be of the type of industrial banks ” When you 
aie talking of middlemen, are you lefenmg to mdustnal banliB? — I am 
refeiiing to middlemen such as the financing companies 

4065 You say that m India if an automobile industry has to be estab- 
lished, it must make use of the mdustnal bank Your refeienee to the 
cattle industry if I may say so, is most inappropriate , surely you do not 
want industrial banks foi the piomotion of cattle mdustiy m this countiy? 

— My point is that certain mdustnes have been developed elsewhere by these 
financing companies, and the same practice could, m my opinion, be 
followed successfully in India 

4066 In regard to industrial banks you suggest that they should be 
exempted foi a few yeais from taxation Would you make your sugges- 
tion a little more definite and say what taxation you are referring to and 
for what penod you piopose these concession-, to be continued? — The 
industrial hanks should be exempted from the payment of income-tax for 
a few yeais, say 5 or 10, another concession I have m min d is regarding 
the guaranteeing of interest by Government 

4067 You also suggest that the process of realisation of money should 
be made easier than at piesent Would you explam to the Coimmtted 
a little inoie fully your ideas m regaid to this suggestion’ — Law’s delays 
are proverbial, moie so in this country 

4068. Mr BamcLas Pantulu Specially for bank’s suits or for other 
suits’— Por all suits 

4069 Chairman You further suggest that the initial stamp duty 
should be less than at present Gan you give the Commifcee an idea of the 
present cost and what reduction you piopose in the case of the proposed / 
industrial bank^’ — Begistration fee on authorised capital of all bankmg / 
coltopanies should be leduced 

4070 Can you tell me what the registration fee is and to what extent 
you would have it leduced’ — That depends upon the amount of the autho- 
rised capital of the company It should not he imposed on the authorised 
capital, but on the subscubed capital of the concern 

4071 Beading your book ("Piesent day Banking in India”) I find thatr 
you want these facilities not for industrial banks but for new industries 
& m 'V' impression correct ’ — In the case of industrial banks such facilities 
might he gianted If the object of the State is to encourage industries,' 
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the giantmg of exemptions might as well be considered The financing 
of industries should be made easiei since that vould conduce to the deve- 
lopment of new mdustnes 

4072 You say that no dnectonal obligation should fall on the heads 
of industrial banks Would jou kindly explain what jou mean by 
‘directorial obligation’? — In my opinion the Industrial Bank should be the 
sole agency, the admimstiative capacity and other things should not be 
saddled upon the industrial bank itself 

4073 On page 3 of youi tnemoiandum you begin by saying that the 
leal problem of mdustiial legeneiation has been oveilooked by the terms 
of the Questionnaire Do jou really think that it is the function of a 
banking enquiry committee to puisue matteis connected with the pioblem 
of mdustiial regeneration? — Banking is the soul of all mdustiial develop 
ment, and theiefoie I tlimk the canymg out of suiveys of economic conch 
lions is not altogethei outside the pumew of a banking committee bke 
this 

4074 Mi Ramdas Pantulu Have you lead the Bepoit of the Economic. 
Enquuy Committee piesided ovei by Sir Viswesvaiaya? — Yes 

4075 Do you know what programme they have lccommended for the 
economic suiveys of the provinces ? — They recommend that such surveys 
ought to be limited 

4076 Do jou think that such a piogiamme can possiblj be pursued 
by a Committee like ouis? — It cannot be 

4077 Have you lead the leports of the Piovmcial Banking Com- 
mittees? — A few, I have lead the Bengal and Madias lenoits 

4078 Do you think those Committees have given suiveys of economic 
■conditions in their provinces?' — To a certain extent 

4079 Chairman You lefer to the necessity of a pielimmary economic 
survey of each Piovmce so as to envisage the possibilities of new industries 
that can be staited I take it that this survey should m your opinion be 
done by the Government? — Ceitamly 

4080 Aftei this has been done would you leave it to private enterprise 
to take any action necessary to stall new mdustiial erdxrpiises ba^ed 
upon this survey ? — Pioneering on the pait of Government would of course 
be essential, later on it is foi pnvate entei puses to canv on the work 

4081 What do you mean by ‘pioneering’ ? Do you intend that Gov- 
ernment should at that stage supplv capital? — The duty of Government 
does not stop with the taking of meie economic surveys 

4082 Will you kindly tell the Committee what specific action you 
contemplate should be taken by the State m the direction which you 
envisage? — Action on the lines followed by the Madias Government m the 
case of the aluminium mdustiy, oi by the Mvsoie Duibai m the case of 
industries within the Mvsoie State or bv the Hvdeiabad State m the 
matt ei of mdustiial development The Government of India should be 
m a position to take up similar lines of action 

4083 So you admit that so'me of the Provincial Governments have 
taken action in that direction Now is it youi de°ne to make a distinction 
between the Government of India and the Provincial Governments^ or is 
it voui supaestion that apait from the action tfken bv the local Govern- 
ments, m this direction, the Government of India should take some 
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-action? — If the Government of India have delegated these functions r <z the 
Provincial Governments, they might secede from that position 

4084 Therefore it comes to this that it is the function of Provincial 
Governments, generally speaking, under the piesent constitution and also 
according to your idea, to undertake the development of mdustnes, and 
if that has been done m seveial provinces, then obviously you have nothing 
more to say? — My contention is that the pace of mdustnal development 
is not adequate, it should be accelerated 

40S5 Chanman. You say shat various mdustnes can be staited m this 
eountiy provided theie is a suitable conjunction ot financial resources and 
industrial talent and adequate business organization is forthcoming In 
youi opinion vould such conjunction be possible undei piesent conditions 
m India if financial resources were available? — The position is not now 
so hopeless as it has been m the past , it has impioved to a certain extent, 
and I think that inasmuch as company 01 gamsation and business manage- 
ment aie being taught, theie is a possibility of success if financial lesoiuces 
are foitheommg 

4086 Am I to undeistand that because eminent people like you have 
been teaching economies and banking, that would lead to the giowth of 
mdustna! talent and adequate business organisation m the country? — 
When these are forthcoming success is possible 

4087 The point underlying mv question was whethei von think that 
undei piesent conditions industrial talent and adequate business orgmisa- 
ti< n arc forthcoming 9 — To a ceitam extent Some of oui people have 
gone to tc reign countries, acquired knowledge and letnmed and if financial 
res .uices were also placed m their hands, they might be able to develop 
a tv pi of industries m which they might acquue practical experience 

4088 Some witnesses who have given evidence before us have gone 
so far is to say that m starting new industries India will have f o import 
fe’eigneis possessing the necessary qualifications Tour view is that the 
t ilenl ]>= there? — In certain of the advanced mdustnes theie might not 
be the Indian industrial talent, but wdiere Indian mdustnal talent is 
existing, financial lequuements should De forthcoming 

4089 Are you aware of cases in which ceitam Governments did piovirle 
some of these gentlemen wutlr resomees with the result that that money 
was lost to the taxpayer and therefore Governments have become m >re 
cautious m the matter? — That is also true to a certain extent as is seen 
from instances qubted m ‘'State and Industries” by Mr A G. Clow 

4090 You say that m the case of existing industries the finance ie- 
quned for furthei extension should be obtained either from the reserves 
or rrom flotation of debentures It has been suggested that debentures 
aie not very popular with the public m India Would you kindly tell the 
Committee whether you have any knowledge or experience of these deben- 
ture issues? — I have no personal expenence of any company floating cleben- 
tuies for obtaining additional capital I know the case of the Tata Com- 
pany floating debentures m the London money market, but it would be 
impossible to float debentures m this country 

4091 You say that unless an extensive use of hank acceptance is forth- 
coming" and an adequate maiket exists m India theie would be no proper 
co -ordination between the activities of the exchange hanks and the com- 
imrcial banks "Would you kindly help the Committee with youi sug- 
gestions as to how this acceptance business can be promoted m India? — 
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1 have aheady spoken of the acceptance business m my book “Piesent 
day banking m India” If bills can be cieated, if tbeie are acceptance 
houses 01 films able to undeitake this business and if these bills aie dis- 
counted by oidmaiy banks on the stiengtk of the shiofi’s acceptances, 
there may be easy scope foi development A soit of specialising agency 
must be cieated m the beginning m older to ascertain the standing of the 
different paities, and when such an agency is cieated, theie would be the 
possibility of developing the acceptance business 

4092 You say that if the exchange banks need adequate funds for 
then opeiations m India, there is at piesent no means oi re-discountmg 
or disposing of then impoit bills m this countiy May I suggest that 
your reference to the needs for adequate funds is theoitical as the 
exchange banks m then memoiandum submitted to this Committee have 
said that so fai as they aie concerned they ha\e ample lesouices to finance 
the foieign tiade of the countiy 9 — That is the usual statement put foiwaid 
by the lepresentatives of exchange banks At ceitam times when exchange 
becomes fluctuating, theie aie difficulties m the mattei of financing export 
tiade They aie not due to want of adequate iunds, because the exchange 
banks aie quite willing to bung m funds fiorn London to this place, out 
to the non-development of foiward discount maikets and the stability of 
the exchange A specialised maiket such as exists for the Dollar Sterling 
Exchange does not exist m this countiy as between the steilmg and the 
rupee That soit of maiket must be cieated m this country, so that 
exchange might be tolerably stabilised, and exchange risks eliminated 

4093 Mr Buclclcy Aie you not aware that the expoiter who w T ants 
to cover his forward business can always covei his exchange and it is the 
exchange bank that canies the usk and not the expoitei? — It is not the 
duty of the exchange banks to buy and sell bills at such rates ns w^ould 
give the exporters steadiness to the late We must develop the forward 
exchange market m order to give steadiness to the rates 

4094 Mr Rushforlh Do you realise that the foiward market m India 
is one of the most highly developed fonvard exchange maikets m the 
world? — You have the highly developed form of market m London In 
the ease of certain countnes there is direct relationship between the rupee 
and foreign countries, while m the case of others there is do such direct 
touch For instance, if you take the money market report and see the 
quotations reproduced at the end of a day m the newspapers, there are 
certain gaps which show that there is no dnect touch on that particular 
day between that particulai country and India 

4095 Do you not realise that it is because there would be so many 
gaps to be filled m that the newspaper is unable to quote all the quotations 
of the day which are available ? — I mean to say that there is not so much 
of the specialisation m foiward exchange here as we meet with m America 
or England If foiward exchange is specialised to a great extent, there 
would be some steadiness impaited to the exchange rate 

4096 Mr Bnckleij Can you give the Committee a specific instance of 
any merchant who has wanted to do forward exchange business with any 
country and has not been able to do it — X do not know of practical 
instances 

4097 Do you understand that only the quotations for the countries 
with which India is particularly concerned appear in the newspapers and 
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that if a meichant wants a quotation foi any other countiy it is always 
obtainable fiom an exchange bank? Theie is no object m filling up news- 
papers with quotations foi countnes wheie you may only be asked for a 
quotation .peihaps once a month 01 once m six months, and considering 
the risks that the exchange banks take upon then shoulders, the meiehants 
get most favourable rates of exchange even one year or eighteen months 
ahead? — That is possible to a ceitam extent, but I want to stabilise the 
rate of exchange and see that the expoitei is assuied of a steady late 

4098 Sn Pvrshotamdas Thai ui das Do you agree with what Mr. 
Buckley says? — I do not 

4099 Chairman You refei to the vanous counts of indictment against 
the foieign exchange banks as they exist at piesent Would you kindly 
tell the Committee whether you yourself have anything to say on any 
of these charges based on youi knowledge or experience 9 — I shall take the 
counts of indictment one by one and tiy to give you my experience As 
legards the indictment that foieign exchange banks compete with the 
Indian joint stock banks not only m the mattei of secuimg deposits but 
m financing bonoweis m the slack season, theie is some amount of 
truth in it 

4100 I want to know whether you can m any way substantiate this 
chaige fiom fiist-kand knowledge — As a theoietical teachei, I cannot 
hope to have any first-hand knowledge on piactical aftairs of banking 
I have heaid responsible people repeating this charge 

4101 Does that apply to every one of these statements? You have 
heard responsible people make these chaiges, but as you are only a theo- 
retical lectuier you can say nothing m legal d to any of these chaiges from 
personal knowledge? — No I have not had any opportunity to verify any 
of these statements 

4102 You say that m view of their past opposition to the Central 
Bank proposals, it is likely that when the Central Bank is started, 'the 
exchange banks 'would possibly lefuse to co-operate with it Would you 
kindly tell the Committee to what past opposition you are referring?" 
Aie you aware that in connection with the Reserve Bank Bill the British 
Exchange banks furnished the Government with a helpful criticism of the 
Bill and did not show any spmt of non-co-operation as suggested by you?— 
Theie w r as a Conference, held m 1899 during the time of Lord Curzon, of 
the Presidency Banks to foim a Central Bank and at that time the 
exchange banks did not very much like the idea 

4103 Sn Purshotamdas Thahurdas What literature can you refer us 
to for the details of this? — On page 642 of my book “Piesent-day Banking 
m India”, I have given the history of the proposals relating to the 
Central Bank 

4104 Chat? man But there is nothing there to show that the exchange 
banks at that stage opposed the idea of a Cential Bank Apparently their- 
opposition was to give the Amalgamated Presidency Bank, which was all 
that was contemplated then, access to the London monev market? — I may 
refer to the oial evidence given by Mr Charles Nichols before the Hilton- 
Young Commission, Vol V, Question Nos 14156 to 14158 m reply to Sir 
’Henry Strakosch on Central Bank In reply to the questions whether he 
would co-operate with a Cential Bank, the witness declined to give answers 
In his Book on ‘Imperial Bank’, Basbcr is not very enthusiastic about the 
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conception of a Cential Bank I could give ceitam further references to 
the points of difieienee on the pait of the Exchange Banks jn legard to 
the formation of a Central Bank in this country 

4105 If, when the Government of India biought forward the Beserve 
Bank Bill the Exchange Banks did not oppose the idea, would not that 
indicate that they had m any ease modified the attitude which they had 
previous!} taken up 9 — There might he a change ot opinion 

4106 You have devoted a uliole section of youi memorandum to tne 
acfvantages of financing India s roreign hade entneh vitli the help of her 
domestic resources Could jou kindly tell the Committee vliat part 
domestic and foieign lesouiees plav m the financing of India s foreign 
hade 9 — The London monev maiket is in a pos’hon at present to le-discount 
oui D A bills and it is the exchange banks who aie able to finance the 
foreign trade to day with the help of Indian deposits YTe should be in 
a position to mrpiess upon the London money maiket authorities that 
similar access should be granted to Indian Exchange banks that might be 
conducting fore'gn exchange business Indian Exchange banks with mpee 
capital aie not m a position to obtain the same facilities as foreign exchange 
hanks are with steilmg capital, and I think that was also the expenence 
of the Tata Industnal Bank v. hen it began to conduct foieign exchange 
business Then bibs ueie not discounted even b-s the Bank of England 
on the plea that it uas mpee capital Thev might have been le-discounted 
in the London monev maiket but that was quite a difieient thing So far 
as the Bank of England is concerned theie is a specific provision vhich 
limits le-ckscountmg only to particular hanks possessing sterling capital 

4107 Is there such a piovision m the Bank of England Act 9 — It might 
be one of the bv-laws 

4108 Mr Khaitan It is the practice of the Bank of England to re- 
discount only such bills as bear tavo English signatures 

Chav man But the witness said that it is piovided m the by-laws of 
the Bank of England that the Bank of England would only 1 e-discounfc 
the bills of those hanks which haye a sterling capital 

Mr Khaitan It comes to the same thing as the bank with sterling 
capital would be an English institution 

Sir Purshotamdas Thahuidas I do not know if it is m the by-laws, but 
it certainlv is the conyention 

4109 Chairman It has been mentioned to the Committee that exchange 
hanks have to biing out funds fiom London at the commencement of the 
busy season foi financing India’s exports and that these funds aie letumed 
later when the expoits aie shipped Do you considei it possible or 
advantageous to dispense with iecouise to external funds 9 — We should not 
dispense with iecouise to external funds which can be utilised foi the 
finance of trade But there is no leason why oui piofits should go out 
of this countiy If there can be any arrangements wherebv the Indian 
exchange banks can have blanches m London it will be all right The 
question of financing foreign tiade with the help of domestic funds would 
he a clear advantage 

4110 Do you advocate that this inflow of external funds into India in 
certain season should be stopped 9 — It is not immediatelv fessible Unless 
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domestic capital resources extend there is no question of stopping the 
inflow of external funds 

4111 You say that since the dismal experience of the Tata Industrial 
Bank, it is becoming piactieally impossible to create strong Indian joint 
stock banks foi conducting foieign exchange business alone Could you 
give the Committee a fuller idea of the experience of the Tata Bank m 
regaid to this exchange business and what lessons you draw fiom a study 
of that experience? — It was stated that there was a lack of discounting 
1 facilities m London It w as not in a position to have its balances converted 
into lupee resouiccs Tim has acted as a gieal handicap m loieign 
exchange business One of the economists used the e?pression that the 
Tata Industrial Bank was tieatcd as a pariah It may be tiue, or it may 
be an exaggeration, but he said so 

4132 You saj that the pioposed Indian Overseas Bank should maintain 
always m its initial stages lates above one or two points moie favourable 
than those of the foieign exchange banks m this country May I take it 
that m ^oui opinion the lates now quoted by foreign exchange banks to 
merchants and traders are not competitive rates and that the new Overseas 
Indian Bank that 'vou propose would be able without incurring any loss to 
quote more favourable lates than the existing exchange banks 9 — The 
piesent lates of the exchange banks aie competitive I do admit theie is 
a competition existing amongst the eighteen exchange banks As regards 
the second pait of the question I consider that no losses will be incurred 
bj the Indian Ovciseas Bank, theie wnll be the Beseive Bank and whatever 
the balances tlreie will be can be utilised for financing the exchange opera- 
tions I have m mind the iclations that aie existing between the Yokohama 
Specie Bank and the Impenal Bank of Japan A two per cent low r er rate 
is distinctly granted to the Yokohama Bank in ordei to help it to do the 
exchange business 

4113 Youi pioposal is this That the Beseive Bank, when it is 
established, should lend money to the proposed Indian Oveiseas Bank at 
rates lower than the prevailing maiket late 9 — For the puipose of utilising 
the funds foi exchange business 

4114 But you say that the Beseive Bank should lend money to it at 
a lower late for that puipose 9 — Yes 

4115 Therefore the loss would be tiansfened to the Beseive Bank? — 
Theie is no definite loss 

4116 If the Beseive Bank w'ere to lend money at a lower iate to the 
Indian Oveiseas Bank, will that not involve loss to the Beserve Bank? — 
Theie is a short period and long penod In the short period, there may 
be a loss, but in the long period wdien the Indian exchange banks under- 
take this woik, theie wnll be a double gam to the country 

4117 I am not talking about the country In the case of the Beserve 
Bank theie cannot be a long penod and a short period Theie will be a 
loss to the Beserve Bank? — A Central Bank is aftei all for the best mteiestg 
of the country and m considering that fact it should beat that loss 

4118 So, you say that the Beserve Bank should suffer that loss for the 
benefit of the country? — Yes 

4119 You say that the formulation of a well-conceived plan like that 
indicated by you would be far moie advisable than the enactment of futile 
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and mischievous programmes to limit the scimgcs of the present-day 
foieign exchange banks of this country m the dnection of financing our 
growing foreign tiado Will you please explain why \ou consider the 
programmes to he futile and mischioiouB^ — Biom the theoutical stand- 
point, rre should not take aw ay the deposits fiom the oxclnmgo banks 
Beeauso it is quito likely that thoy will have a hoarding tendency If ve 
were to get away then right of taking deposits, we shall be injuring them 
That is one thing Secondly, it might be taking ovei the but den upon 
om shoulders by way of encouraging flic hoarding iendenc} to a (rrtain 
extent I should have creiv freedom io put mv deposits m am bank 
I like If I find that a particular cxchnngo bank w ill be quite cr 'fe, I should 
he at hbcily to deposit my mowers m that bank 

4120 Mr Rain da «• Paniuht Will not the deposits wluclr are now 
flowing mto the cxchango banks flow into the joint slock banks'? — 
I have already said that thcio will bo a gap 

4121 You say that the “oral t.iansfci” of shales m older to e\ode 
the payment of stump duty has to he prohibited II in c jou any eudenco 
as to how foi such a piactice is proralent? — Thcio is a mistake there 
Instead of the word “oinl” it should road as “blank" 

4122 You suggest that half of the snbscnbed capital should be paid down 
at the stmt of the banking company ’s business and that tiro remainder 
should be paid within twelve months Is it yovn intention that banks' 
shaies should bo fully paid-up? — Theie is no hmm m hating the fully 
pmd-up shares If there are full} paid-up share-- the rnluc of the bank 
shares will not fluctuate m the slock exchange The capitalisation of the 
hank should be done in such a manner as to take into consideration the 
natme and character of business requirements and nlso the actual capital 
of the bank should he proportionate to the requirements of the part’culnr 
locality 

4123 Bo you w r ant that a ceifcnm amount of capital should bo paid up 
befoio the bank starts its business? — Yes, certain amount should be paid 
in proportion to the requirements of the business 

4124 You say that certain amount should be paid-up capital It does 
not follow that the bank shares should bo fullv paid-up? — It does not 
follow But I say tliore is no harm m liaung full} pmd-up capital 

4125 Theie is no harm m various things My object m asking rou tins 
is to nscoitmn what }our proposal is? — By haring fullr paid-up shares 
thcio is an advantage that the shaie rnluo does not fluctuate on the stock 
exchange Suppose unworn s aie spread against a bank during its first 
yoai , the value will go down 

4126 Mr Khatictn Does nob the ralue of tbo shares fluctuate m 
relation to the amount of dividend paid? — The question of dividend comes 
after some years’ working of the bank But during the first year if there 
is any unworn against a hank, theie will he no fuithei capital available 
for the hank’s development 

4127 Is that your expenence of rumours in India? — I have very little 
experience of stock exchange 

4128 Chav wan You said that when a bank is started, it must have 
n ceitain amount of paid-up capital I can fully understand that, because 
it will inspire public confidence men once that is secured, I 'fad to 



445 


understand youi second proposal that the bank's skaies should be fully 
paid-up? — We get immediate opportunity of utilising that additional 
capital If you go on calling on the shareholders to pay more subscriptions 
towaids their shares and if there aie any rumours m the maiket about the 
bank, they will not pay further calls 

4129 You say that share-hanking m the case of banking companies 
ought to be prohibited Ha\c you any evidence as to how far such a 
piactice is prevalent at picscnt? — When new companies aie started, people 
go to those who hare got money and ask them to invest then money in 
the bank shaies Even though thev have no confidence in the dnectois 
of the companies, still people go m for such shaies on the recommendation. 

4130 (1) Bub how can you proride a legislation to pievent this? — I 
simply say that the hawking of shaies should be prohibited 

4130 (2) Suppose I want to float a new company and if theie is a 
provision in law' that hawking is not allowed, how can I sell the shaies of 
that company 0 — You can do so through certain lecogmsed biokeis 

4130 (3) How* will \ou know* that these legitimate shaie biokeis wall 
not hawk? — They mar do so, but what I mean to say is that they should 
be legitimate biokeis 

4130 (4) Suppose I hold ceitem shaies m the Impenal Bank and 
instead of going to a biokei I go to Sn Hugh Cocke and ask him to buy 
those shaies fiom me If theie is any law* prohibiting hawking, I myself 
and Su Hugh Cocke will bo penalised? — The best wav for you is to go to 
Stock Exchange 

4130 (5) You said just now m regard to deposits that a peison should 
be at hbeity to deposit his moneys wherevci ho likes And m this case 
why should not I have the libeity to go to Sn Hugh Cocke direct? 

Sir Hugh Cache I think the witness is referring to the new Companies’ 
Act undei which hawking was prohibited m England 

4130 (6) Mr Kliaxian Are you aware that m the Stock Exchange only 
those shaies which aie on the list of Stock Exchange are allowed to be sold 
and bought? — Many students approach me for purchasing shares, but I 
refuse to take from them I only go to the Stock Exchange 

4130 (7) Chairman In regard to foreign banking companies you suggest 
that a license fee should be levied and that similar restrictions, as are 
imposed on the domestic banking companies m the country of their origin, 
can be imposed on the foieign banking companies Would you explain 
your proposals regarding restrictions m this particular sentence a little more 
fully? — I mean restrictions which aie theie m the case of Indian Joint 
Stock Banks Those restrictions can be applied to the foreign exchange 
banks as w 7 ell 

4130 (8) You say that foieign banks should be required to appoint 
Indian citizens on their staff, based unon the precedent of Turkey Would 
you kindly help the Committee with any information you may have m 
regard to the piactice In Turkey? — I would refer you to the London Bankeis’ 
•magazine There was a notice served on the Ionian Bank m the case 
of Turkey 

4130 (9) You say that m Turkey they engage their staff on 50 to 50 
basis That does not mean that a particular bank should take up men m ! 
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tlie higher posts If theie aie 50 people m the Bank, 25 men may be 
clerks and peons So, how can your suggestion be carried out as legaids- 
the appointment of Indian citizens as bank managers ? — I mean Indiumsation 
of bank stall 

4130 (10) You make this statement but I want to know what authority 
is theie that theie should be 50 to 50 basis ? — Theie is no autkonty 

4131 Chairman You give four reasons why theie can be no pioper 
eo-oidmation between schools and colleges on the one hand and banks 
on the othei Taking youi hist iea«on, can you tell the Committee wliethei 
you have any grounds foi thinking that the piactical bankei has a positive 
contempt foi teaclieis and piofessois? — That is my experience and feeling 

4132 As legaids youi second leason, I may mention that the Com- ■> 
mittee have been told that at the lequest of heads of colleges and mstitu- \ 
tions in Bombay, apprentices aie being entertained by banks such as the 
Cential Bank of India and the Bank of India and that wdnle some of 
apprentices aie taken with a view to employment on the bank’s peimanent 
staff, the otheis aie meiely given facilities to enable them to appear for 
the Bankei ’s Institute examination In view r of this, do you think the 
difficulty you point out is insurmountable? — If such concessions weie 
granted by all Indian pint stock banks theie wull not be much difficulty 

m biingmg theoietical students in banking into touch wnth piactical 
banking methods So far as the students are concerned, there might be 
some who take up banking as then profession wdnle otlieis might take to 
piactical banking only foi the sake of study 

4133 Indeed, one of the leading educationists of Bombay, the principal 
of a College of Commeice, told us that such facilities exist theie, but 
I cannot understand youi suggestion of boys taking up to banking educa 
tion simply foi the sake of gaming knowledge and not foi taking it as 
their caieei? — The fact is that students who aie taken on as apprentices 
in banks are taken only with a view ultimately to absoib them into their 
staff Such apprentices wmuld not leveal the seciets regarding the internal 
woiking of banks 

4134 Another gentleman fiom your pait of the country told us that 
some specific provision should be made m the case of these apprentices 
that they would not take up an appointment m any other banks Is that 
also youi view? — Some such provision should exist so that no harm would 
be done to the bank wdnch afforded special facilities for practical training 

4135 As legaids your third reason, is it your intention that when banks 
-undertake to tram apprentices, legulai classes should be held inside 
the banks as m schools and colleges? Should it not be left to the 
apprentices to leam the practical side of banking by close contact with 
the bank’s staff engaged m the daily work of the bank, supplemented if 
necessary by lectures by piactical bankeis on topics of special mteiest 
under the auspices of a central banking institute such as the Indian 
Institute of Bankeis?— The second anangement that lectures should bo 
delivered by the Institute of Bankeis is superior to the first arrangement 
In the absence of lectures under the auspices of the Indian Institute of 
Bankeis, I think banks m the mofussil centres should hold theoretical 
classes side by side with practical training for the benefit of their 
apprentices 


447 


4136 Why should you have this theoretical tiaming at mofussil centres 
W’hv not concentiate such specialised studies to bigger cities wheie there 
are colleges?— It is all a question of expense What I want to convey is- 
merely this that if there aie facilities foi such tiaming m the mofusil, 
there is no leason why banks should not be made to start such classes- 
so that the officers of the banks can devote a few horns of then evening 
time to tram such students 

4137 Even there it is all theoiy You assume that the bank officials- 
will have the spare time and the willingness to do it? — I suppose they 
will if they are paid some extia tuition 'fees 

4138 You say that Indian banks do not piovide any facilities for the 
training of boys m banking business as do the big five of London oi the 
Ameucan Banks Can %ou tell the Committee what facilities aie provided 
by the foieign banks you lefei to? — Di L M Minty in his book “English 
and Ameucan Banking Methods” has thoroughly dealt until this mattei. 
The principle is of piomotmg ]unioi clerks to the position of officers 

4139 Dr Minty lefeis to the difference m the method of training 
young men whom these banks take m then permanent staff On the 
othei hand, heie you aie talking of boys who do not want to take to 
banking careei? — Some of them might take to banking as then career if 
they 6 nd there aie vacancies Take for example, Dr Mintv’s oun ease 
Afler completing Ins studies m banking in England, he appioached the 
banffing authorities m London and got a scholarship foi the study of 
banking conditions m America Aftei the study abroad he letumed to 
England and published his book and theieaftei got his Doctorate degree. 
He got such special facilities, whereas m India such facilities aie not 
offered at all 

4140 That is a different mattei There is nothing to pievent the 
giant of such scholarships m India as well, either by banks oi private 
institutions oi even Government You say that the Imperial Bank does- 
not care for banking knowledge as one of then important qualifications 
on the pait of selected apprentices I understand that m the scheme of 
probationers followed by that bank it is stated that preference will be 
given among otheis to candidates who have obtained the B Com J)egiee- 
from the Sydenham College of Commeice, Bombay I s there any college 
similar to this in Calcutta and have any attempts been made to approach’ 
the Imperial Bank to include the products of such a college withm their 
probationers’ scheme? — The Calcutta University has now made provision 
for the B Com Degiee foi the last three years So far as I am aware, 
the University authorities have not made any attempts to have their 
examination recognised by the Imperial Bank of India as a requisite 
qualification for candidates taken on as apprentices 

4141 You refer to the fact that some of your students entertained by 
the Imperial Bank have never risen to positions of responsibility Can 
you give the Committee some instances giving their qualifications, experi- 
ence and present position? I have known of several of my own students' 
who have been working a s clerks m the Calcutta branch of the Imperial" 
Bank Savings Bank branch for the last 6 or 7 years together I have also 
hiown of students who are in similar plight m the Calcutta branch of the 
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Central Bank of India, and they aie also not getting their clue and ade- 
quate piomotion 

4142 Chairman In the eases winch you lefer to, so far a s the 
Tm pwiBl Bank of India is concerned, were the students taken as pro- 
bationers 9 — They weie all taken m as cleiks 

4143 I am afiaid the discussion has token a different colour now. 
However, we will leave it at that You say that major banks should 
select pupils hom schools and colleges and train them m specialised courses 
m banking and that the expense inclined by the banks need not be refunded 
if the pupils from schools and colleges turn out to be unfitted foi the 
banking woik Do you think it reasonable to expect banks which are after 
all working for pioftt to forego money spent on such training if the pupils 
are found unfit foi employment by them’- — r J lie American hanks axe 
puisumg such a corn sc of action If some of i lie Indian joint stock banks 
would introduce a similar couise of ti tuning, it v ill be good 

4144 You say that Ameuean banks are puisumg that course, but shall 
I be able to find out the reference m Di Minty’s book ? — You can find 
the reference in Waltei Leaf s presidential addiess and othei presidential 
addresses delneied at the London Institute of Bonkers’ Annual meeting 

4145 Do the English banks also puisuc the same couise 9 — No 

4146 You infer to the expansion of the g. moral a genes business by- 
banks as a suie means of bimging m greater deposits and moie consktuonts 
Would you kindly tell vhc Committee what you mem b\ ‘gcneial agency 
business’? — I am refening to the gratuitous work done b\ Enghsh banks 
under the general agene\ scheme If Mich sen ices weie extended by 
banks m this countiy to their clientele, theie will be greatei satisfaction 
amongst the bank’s const’tuents and the business will Mso mciease 

4147 Do you mean to May that banks do the agency business 
gratuitously for their customers? — Yes 

4148 Sir Purshoiamdas Thalurdas Can you name one or two 
gratuitous services you are refetrmg to 9 — Bagshaw has explained m Ins 
book “Practical Banking’’ Thev are doing transactions, like the buying 
and selling of shares, execution of standing outers, etc 

4149 But the banks chaige tou for it 9 — Yes, here m India banks do 
chaige, but I am suggesting that banks should do these things gratuitously 
for their customers 

4150 You suggest the possibility of selecting a few- depositors as bank 
directors Will you kindlv explain to the Committee how- this suggestion 
can actually be earned out m practice 9 — Mr Thnkore m his book “Organi- 
zation of Banking m India — 1927” has definitely suggested proposals in 
regard to this Just as the shareholders have got a stake in the bank, so 
also t have the depositors and it is hut meet that the lattei also should 
have powei to elect their own representatives to he duectois of the hank, 
to safeguard their own mteiests 

4151 Chairman You suggest that those taxes which are interfering 
with the development of banking should he removed Can you kindly tell 
the Committee what the taxes vou refer to are 9 — As I have mentioned in 
my statement, when a new companv is formed as a result of amalgamation, 
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legislation and otliei lees have lo be paid That is a handicap on the 
amalgamation scheme, theiefoie these fees should be abolished 

4152 Theiefoie, the only tax that you lecommend foi abolition is the 
registration fee — Yes 

4153 You suggest that ‘a few othei banks’ should be selected as public 
depositories after exacting due security with a view to cieajte confidence 
m the banks 1 Would you kindly tell the Committee on what basis you 
would select the few othei banks 0 — If the Committee agiee io the sugges- 
tion that theie should be othei banks also selected as Government deposi- 
tories, then the question of safety of creditors’ funds should be considered 
For instance, m America, eveiy bank is called a Government depository. 
I would suggest a leference to the statement issued by tbe| Controller of 
the Cunency in the United States of America for the conditions upon 
which banks aie selected as Government depositories T*o start with, 


it was a wai measuie, but it is still in vogue 


4154 Am I to undei stand that foi the basis of selection, you would 
like us to adopt the American arrangement 0 — Yes, if the lianks selected 
give us absolute confidence as legauls thou stability j 


4155 Mi Eamdas Panhriu Have you anv scheme to[ link up rural 
ciedit with the banking system of the eountiv ’ — The Central Bank should 
stand at the top of the entile banking svstem and should supeivise the 
joint stock banks winch should, in turn, act as mteimedianes between the 
oidmaiy banks and the indigenous banks oi slnoffs l 


4156 Who would ultimately finance the agiicultunst 0 — You have got 
the cooperative system, vou have got mdusti’al binks, if they aie not 
available immediately, they cm be cieated 

4157 Have you studied the provisions of the Commonwealth of 
Australia Act and the South Afucan Agncultmal Ciedit Act? — Yes, to a 
ceitain extent, so far as extracts appeal fiom time to time in the Royal 
Economic Journal 


4158 What do you think of the provisions m those Acts m relation to 
ruial credit’ — The ex sting co operative svstem m India should not be 
interfered with It is alieadv vvoikmg on sound lines Wlibn we have a 
satisfactoiv macluneiy for development of nnal ciedit, theie is no reason 
why we should go aftci sv stems m othei countiies Let us adheie to 
and impiove tlie system that we lia^'e at present 


4159 In those Acts, a ceilam piopoition of the lesouices of the Central 
Bank, foi instance a pail of the piofits f 10 m Note-issue, i s earmaiked for 
xuial ciedit What is youi opinion legal ding then application to condi- 
tions m India’ — I believe tire Government of India aie also doing something 
on. those lines I 


4160 Have vou had anv expenenee of co operative banking m this 

countrv ’ — I have seen the vvoikmg of co-opeiative stoies and co-operative 
societies | 

j r 

4161 Do you know that some co-opciative banks aie suffering fiom 

want of sufficient funds’ — I undei stand that m the case of borne there is 

a pletlioia of funds j 

4162 What would vou suggest as the bes^- means of investing those 
suiplus funds’ — Co-opeiative banks should he xllovved to do commercial 

Yor III I 2 e 
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banking without sacrificing the spirit or the functions of the co-operative.' 
system proper I would establish a close link between the provincial 
apex bank and the money market of a particular countiy I would place the 
whole o i the funds m the commercial bank, because there is a close link 
between the co-opeiative sjstem and the funds available at the apex 
centie and the short term money market of the country That sort of. 
link must be perfected If you create an all-India cooperative bank, that 
would not satisfy our ideals 

4163 So you aie not m favour of an all-India co-operatne bank? — 
I, am not 

4164 Ha-'o you caiefully studied the syllabus of the Institute of. 
Bankers’ examination? — -I have not studied it foi lack of opportunities 

4165 Do you think that any modification in the present syllabus is- 
necessaiy? If so, on what lines would you modify it 9 — I want to see the 
syllabus first, I will then suggest wdiat modifications are necessary One 
thing is ceitain Eoieign Exchange must be studied m detail and there 
ought to be a sepainte paper on the Theoiy and Practice of Banking 

4166 Mi Ruslifoitli On page 12 of youi mcmoiandum you say, “If. 
Indian joint stock banks gne up othei entanglements and specialise m. 
foreign exchange business, they can easily succeed if they conduct sound 
exchange banking ” What are the ‘other entanglements’ you are refer- 
ung to 9 — Supposing they undertake long term loaning 

Do you want them to restrict their facilities for internal trade m 
order to take up foreign exchange? — I mean the} should undertake both, 
m fact that should be the mam business of the hanks, there should' be 
no other entanglements 

4167 Mi Xiamovd On page 20 of >0111 memoiandum vou say “The 
Indian Institute of Bankers is at piesent undei the general body consisting 
mostly of representatives connected with the Imperial Bank ” The Im- 
perial Bank authorities do take a great interest m the Institute, hut what is 
your authority for this statement? — I think that the people selected are 
more or less the nominees of the Impel ml Bank Theie is no competent 
man with wide practical experience included m the Bank’s Council My 
information is that the Institute w'as started more or less under the regis 
of the Imperial Bank 

4168 So you are not quite suie yourself? — I am not quite sure 

4169 I therefore suggest that you should not make statements without 
being absolutely sure about them — -The present composition of the Indian 
Institute of Bankets might have been changed But m the beginning 
before the wliole scheme w^a s thi ashed out, there was the question of the 
representatives being selected by the Imperial Bank 

4170 Why should }ou say that the people alieady theie are not the 
right land of people? You admit that you have got no peisonal experience 
of the Institute youiself —My suggestion is that people who have got real 
practical experience must be selected 


\ 
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FOURTEENTH DAY. 

Wednesday, the 10 th September 1930 . 


PRESENT 


Sir Bhupendra Nath Mitra, KCSI.KCIE, CBE {Chav man ). 


Mr D P Iuiattak 
Mr E V PusiiroRTn 
Mr Manu Scbddar 
S ir Hugh Cocke, Kt 
D r L K II yd re 


Mr W L .mono 
Mi E W Luckily 
Mi G K Devvohar, CIE 
Ch jadhn Mukutar Singh 
Mi Nalini Pi an,) an Sarkar 
S eth Han Abdoola IIaro on 


Mr Y Bajidas Pa ntolu 
M r V K Aravamudha Ayangar, M A , CIE ( Secretanj ) 
Mr R P Masani, M A {Joint Secretary) 


Messrs \ Venkateswaia Sastrulu and Narasimha Rao, representa- 
tives of tie Andhra Chamber of Commerce, were examined 

t 

4171 Chairman Do you represent the Andhra Chamber >f Com- 
merce ? — Yes 

4172 When was this Chambei formed 0 — It was started m November 
1928 

4178 Is its headquarteis m Madras, and not in Andhradesa 9 — It is m 
M adras 

4134 1 thought the Andhra Chamber of Commerce was m Andhradesa? 

• — Madias is contiguous to Andhradesa 

4175 I find that many of your members are doing business not in 
Andhiadesa but m Madias The two Vice-Presidents are m Madias 
There aie some from Cocanada, Rajahmundry and Bezwada, but the 
largest numbei seem' to be doing business m Madras itself? — They are 
membeis of the Committee of the Chamber 

4176 Can you tell me something about the membership of the Associa- 
tion? Wheie do the members do their business? — The number of mem- 
beis cf the Association is now 82 They do their business m the Andhra 
distncts, but some of them have then business at Madras 

4177 Am I correct m assuming that Cocanada is a port m Andhradesa? 

■rr 1 

— les 

4178 You will probably admit that I and my colleagues have a distinct 
giievance against you On the 2nd January 1930 we leceived a memo- 
randum bearing the signature of Mi V Venkateswara Sastrulu which 
begins “The Executive Committee of the Andhra Chamber of Com- 
merce has deputed me to piepare this memorandum foi the Ba nki ng 
Enquiry Committee and I have much pleasure m sending herewith my 
replies and suggestions to the questionnaire ” Is that statement eoirect? 
— Yes. 
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4179 You now say “fclie written memoiandura represents to some 
extent Uic peisonal views of one of us and so we have tlic lionour to submit 
the follow in" views of the Andhra Chnmbei of Commerce on the quostion- 
naue issued°bY the Ceutial Banking Enquiry Committee ” When Mr 
Yenkatesw ara Sastiulu sent us his momomndum on the 2nd January, I 
take it that joui Ch.imber had an opportunity of seeing wlmt views In,, 
on yom behalf, had placed befoic my Committee J understand that 
about the beginning of August oui Secretary wiole to you and communi- 
cated to you the date of the oral examination Even then you did not 
saj if you wanted to loplnce lorn hist memorandum As it is, 1 Jioi e 
is nothing jn the hist memorandum winch finds a place m the seeond 
memorandum and it is probable that, only when you saw the questions 
which I was going to put to \ou that aspect of the case struck you It 
w is late m the evening \ esteid.n that the new rnemorandum was h mded to 
me I find that there is not a single line m the old memorandum which 
fiiah a place in the new on • h that fan to us° As I hn\c read the new 
mernoiandum, I shall be able to put some questions to you, but my col- 
leagues hr\e not soon it? — Wt went into the matter icported to us b\ 
Mr Vcnkidcswara Sastiulu after von asked us to gi \e oral evidence befere 
yom Committee We did not expect that we would be called upon to 
one evidence and tlieicfoie we enti listed tc Mi Sastiulu the task of 
encuenng \om qucstionnnno with such help ns he could get from the 
local meichants u{ Madias Latei on, we thought that unless we mu- 
selves went into the matter it would not lie fair to nppoai before you and 
waste vhu lime as well ns oui time so we called for a committee of the 
Cinmbc-i and we issued a 'oit of mfotmal questionnaire to our members, 
c ubniuung along with it Mi Yonkafosu era Sastiulu’s memomndum 
Manv of the membeis did not agree with the mows of Mi YenkaUswara 
Sastiulu and said tint it would lie he ltd if a cepnato nmmotnndum , was 
sent to you Up till leuing foi Poona we wno still eolleeting informn- 
lion from oui membeis and it w n onl\ aftei < onung to Poona that vi were 
able to cm ue the infmtmlion md submit a iens^d niomoiardum Wo 
offoi oui apology m not being ihle to sen! additional copies; D f <]| ( > new 
memonndum 

4180 Am I conecl m undeistanding that tins new memorandum wholly 
icplaces the old one, oi is it in addition to the old one*’ — The new one i*s 
supplement u a to the old one 

4181 Does not the nev mernoiandum go against the mows contained 
m the dd oiu ^ — Tn lcspect of some mnttei s t %es 

4182 What will the public t limit of the statement you have now made 
befoic us '' Tliea will think that at fiist \ou took the quest lonnain of c» r 
Committee lightly and deputed one of voiu membeis to wiite "ho merric- 
landum which was sent to us and tint it was not until vou was asked 
to come up foi oial examination that vou lealh took the matter seuoush 

1 leave it to the public to judge when thev c"e the punted volumes about 
the cfficcmcv of voui Chambei 

4183 lou sav that in the case of goods that have actually arnved or 
goads manufactured, banks advance monev bv keeping them in their 
godowns but that it kills business Could you explain p little mote fully 
wry biumess is killed by such advances’ — Wo shall explain with iceaid 
to Ihe^ local eircumstances obtaining Meichants used tc import goods 
from j^p gland moie oi less dncctly and thev used to take the goods on 
D A teims fiorn the Bank of Madias, sell them off and pay monev into 
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tbe bank Very few imports aie now taking place on D A terms, and 
unpoitin" firms have been established in their place If Indian merchants 
impoit goods through a foreign film now, that film well give goods on D A. 
Banks which originally used to give the D A to Indian merchants aro 

not now doing so 

4184 Are you giving your experience at Madias 01 at Coeanada°-I 
am giving the expenence at Madras There is very little export and impel t 
tin jugh Indian merchants m all our districts 

4185 Will not the Southern India Chamber of Commerce, who are 
comm 17 before us and who have sent us a written memorandum be m a 
better 'position to give us the expenence as regards Madras’ — They may- 
be able to do so I am' not disputing their authority 

4186 I do not yet understand how business is killed by such adavnees? 
—If \ou want a direct answei, I must say no 5 , but circumstances Have to 
be taken into consideration 

4187 What circumstances? You made a statement and all I want to 
know is how fai that statement is correct You begin by saying that that 
statement is not conect As legaids conditions prevailing in Madias, we 
sb dl have an opportunity of hearing it fiom other people Your amwei 
is that it does not kill the business’ — Yes, it does not directly 7 

4188 In the statement you just made you said that up to a certain 
period banks used to give credit on D A Can you tell me which was the 
bank which used to give this assistance" I thmlc you said the Madias Bank 
was giving the facility’ — Other banks also 

4189 But I want to know whether it is your statement that the Madras 
B a ulc used to give that facility 0 — I do not know 

4190 Therefore you do not leally possess the information You defi- 
nitely said that it -was the Bank of Madias who gave the facility 7 , then 
added that other banks also used to give it I know that the Bank of 
Madias could not have given the facility Therefore I was trying to check 
your statement Them is no use puisuing the matter Fuithei we are 
dealing in this question with Indian industries and y 7 ou are all the time 
talking of financing foreign tiade In your new mcmoiandum you say 
lhat “the written memorandum already submitted repiesents the peisonal 
views of one of us ” If your Chamber do not subscribe to any paiticular 
view given in the memorandum, the simplest thing would be foi you to 
say so, because that will avoid further examination 

4191 Do you accept the statement that Industrial Banks should have 
additional capital from private depositors also 9 — Yes 

4192 Then will you kindly tell the Committee whether it is your inten- 
ts l that these banks should receive only long term deposits fiom the 
public oi could also receive short term' deposits m addition, like ether 
commercial banks’ — Our idea is that many charitable institutions, public 
bodies and tiusts may be able to subscribe to share capital or to deben- 
tures Local boards and municipalities aie allowed by Government to 
deposit with co-operative banks and some are able to deposit pietty good 
amounts of money for more than three years If such facilities are given 
to industrial banks, they may be able to* get additional funds 

4193 But who is going to give these facilities’ If the public deposit 
money with them, nobody can object, but as another witness pointed out, 
nobody can force the hands of the public m the matter My question had 
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no reference to trust funds, etc I wanted to know whether the industrial 
bank should accept only long term deposits or should also accept shorn term 
deposits? — Only long term deposits 

4194 Do iou accept the statement that Industual banks should be 
worked on similar lines like Agricultural Banks?— That statement is not 
subscribed to by the Chamber 

4195 Mr Ramdas Pantulu By ‘agricultural banks’ do you refer to 
land mortgage bank*-? — I tefei to agricultural societies 

4196 Chairman Do you accept the statement that the help rendered 
by Industrial banks should reach the cultivators of industrial crops" — -No 

4197 You lefer to banks getting pioduce m their godowns and stipulat- 
ing the rates from middlemen buyers or whole-sale exporters or foreign 
Du\ei& Does your Chamber accept that statement 9 — No 

4198 Does your Chamber subscribe to the statement that Exchange 
banks must accept the guaiantee of Indian banks who have e\cry oppor- 
tunity of knowing the conditions of the business and the status of the 
trader 0 — Yes, it does 

4199 It has been complained by one prominent Indian banker that 
men Indian banks are at present unable to know the collect financial 
btandmg of tiadcrs on account of the fact that at present they do nob 
prepare proper Iv audited balance sheets Would you kindly tell the Com- 
mittee, fiom yom experience of the members of yout Chamber, whether 
Indian banks will be able to give such guarantee as proposed by you''— I 
think Indian banks would be, and merchants would certainly be prepared 
foi the banks’ «crutm\ and investigation of then accounts 

4200 Mr Khadan Are those members of your Chamber to whom 
you rcfei as being prepaicd to have their accounts examined by the banks 
oi to give then balance sheets to the banks, engaged m trade, or are they 
indigenous bankers' 1 — So fai as the Andlaa districts arc concerned, no 
extensile trade is in the hands of Indians Tt is pm eh a question of 
small tiaclois doing business, perhaps second hand, m the sense that they 
have no direct relations with foreign countries oi with vei\ good Evchnnce 
banks If these tiadcis cannot get the necessary help from Indian banks, 
they Lave to go to indigenous bankets 

4201 It is the tiadeis who will be piepnred to show them the real state 
of affairs 9 — Yes 

4202 Chairman Does vour Chambei adhere to the statement that 
‘Indian Chambers of Coinmeice take up the work of exchanging the lists 
of buyeio and sellcis 9 ’ — No 

4203 Do \ou adheic to the statement that the present legal definition 
of 'bank' is enough ? — No 

4204 Does vour Chamber agree that the Trade Commissioner m 
London should be the authority to issue, renew or cancel licenses tn f ore g n 
bmls in India" — With the modification that the Government cf India 
slnuld issue the licenses on the advice of the Trade Commissioner 

4205 Do \ou consider that an authority like the Tiade Comraiss’oner 

who is outside India ban discharge this function ?— The Tiade Commissioner 
only makes investigations whether the firms candle given licenses in Tiidia 
or.net . ■ - ■> 4 ' 
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4206 Some of the Exchange ’banks come fiom J apan, some come from 
.Holland etc How will the Tiade Commissioner, who is m London, he m 
a position to advise the Government of India m legard to such non Bntisk 
banks? — I only say that the Government ct India ought to take the initia- 
tive m the mattei 

4207 Theiefoie you think that the Government of India may seek such 
advioe as they may want to 9 — Yes 

4208 You refer to a proposal about a Central Committee of Bankers 
Docs \oui Committee subscribe to this suggestion? — No, oui Committee 
-has suggested instead a Heserve Bank 

4209 You propose that the Trust Act should be amended so mat 
tiustees may invest their funds m banks Does \ our Chambei adhere 
to the statement? — Yes 

4210 Is it youi intention that such funds should be placed 10 . deposit 
with banks oi should be utilised for the puichase of bank shares J — Not 
'for the puichase of bank shaies at all, it is either for debentures cr for 
> deposits 

4211 Heie you are lef erring to commeicial banks In the case of 
ceitam type of banks, the trustees may be allowed to put their money m 
tliuin c g , the land moitgage bank, if Government guarantee the rite of 
mteiest and ceitam facilities 

4212 The laud moitgage bank is not a commercial bank If you had 
said tout some banks, like the Industrial Bank or the Land Moitgage 
Bank, should be given this particular facility, I would not have put the 
question to you? — That is what 1 intended 

4213 Chan man You say that Government may keep their deposits 
an ~all banks without confining themselves to the Imperial Bank Does 
your Chamber adhere to this statement winch you have made m the fhot 
memoi nudum ° — Oui Chamber’s view is that wdieie theie are no blanches 
of the Impenal Bank of India, the local banks ma\ be given that pnvlege 
of having Government funds 

4214 Does youi Chamber consider wdiether even that pioposal will 
not affect, what I may call the efficiency with legaid to the mobility of 
•Government balances^ — The Co-opeiative movement lias spread fanly well 
m out districts We suggest that Government balances might be kept m 
fhese co-operative banks 

4215 Do you want to imply that Government balances could be kept 
With tlic co-opeiative banks or any othei bank m places wdieie there are 
no lianches of the Imperial Bank? — On this mattei oui Chambei -would 
favoui the idea of keeping Government* money m a bank which has got 
seveial blanches oi m the co-operative banks This might be done if it is 
possiola to do so wuthout affecting the efficiency of the mobility of Gov- 
ernment balances 

4216 Chau man Now, we will examine you on your supplementary 
memorandum You have leferied to the Bezwnda Weaving Mills, Ltd 
'Could \ou tell us a little moie about that concern? Has it raised a pioper 
amount of sliaie capital? — It laised about Rs 6 lakhs of capital Originally 
the management thought that thev could get on very well m weaving 
Mono v 'thout having a separate section foi spinning Later on thev found 
that they could make their concern really a success only if thev . introduced 
-the stunning > section nlso When they’ > approached the , shareholders, 'the 
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Intter were naturally reluctant to advance fuither capital The} giew all 
the more diffident when they found that there weie som'e failuies of^ ra- 
dustnal concerns like the Masuhpatam Sugar factory which found it diffi- 
cult to sell its bye-products like rum, etc 

4217 You have yourself said in your supplementary memoiandurn that 
i ecu’ ling capital or block expenditure for mdustnes should come from the 
slme capital or debentures on their stock and plant If this Company 
could not follow the wholesome view 7 of your Chamber, how could nnyobdy 
tiave pievented its ceasing to be m existence 9 — Of couise that is our ideal, 
but if an industrial concern finds it difficult to raise its supplementary 
capital by itself, then we suggest that the Industrial Bank, which we 
want to come into operation, should advance money on long tenn eiedit, 
say tor 5 or 10 years during which penod the concern could repa\ the loan 
and also better establish itself 

4218 Mr Sarkar May I put it to you that it is the intention of youi 
Chamber to have lecourse to an Industrial Bank for extension oi busmens 
and ihus for laismg additional capital only m the case of longstanding 
mdusti.al concerns and not foi new ones 9 — That is oui point But the 
industrial bank when it finds that the nature of the business is quite sound 
but lacks only m enterpuse, it might advance funds m such a case also 

4219 Mr Khaitan Is it your intention that the industrial bank should 
take up the debentuies of the industrial concerns, thoie being at piest.nl 
no good market foi selling these debentures 9 - — They can do so 

4220 Su Hugh Cocke You make a distinction between the original 
bkick and subsequent block You do not suggest that an Industrial oank 
should subscube for the original block 9 — We refer onl} to subsequent ex- 
tensions of business and not to ongmal block But as we have nlieady 
pointed cut, if the bank thinks that it wall be a sound investment, it cm 
advance initial capital as well 

4221 Chairman I am trying to understand the position Is it }Our 
view that the Bezwada Weaving Mills failed because for want of additional 
cmital? — So far as the Bezwada Weaving Mills weie concerned, we think 
th it it w r as merel} want of capital that was responsible for the failure of 
the concern Theie were no other technical difficulties 

4222 We shall now turn to the Carnatic Paper Mills Will you please 
tell me who the Mothey and Pyda people aie? — They aie practically private 
capitalists of Ellore and Cocanada 

4223 You are aware of the history of the Carnatic Paper Mills and that 
the Madras Government lost a large sum of money on that? — Yes 

4224 The Madras Committee did go into this question and they say 
than the Local Government lenders assistance ir. various directions such as 
gi anting loans, guaranteeing cash credit with banks, taking up shares or 
debentuies, guaranteeing a letum on part of the capital These aie 4 of 
the mam items with which we aie now concerned Though the Madras 
Government used previously to give loans up to 60 pei cent of the assets, 
they have actually begun to increase the limit to cent per cent of the net 
assets oi they aie about to do so That is the impression which I gather 
on reading the Madras Committee’s Beport The Madias Committee say ! 

It will be seen that the Government’s attempt to assist industries in this 
matter have met wuth small response and less success, but one cannot 
expect that the offer of loans for commercial concerns m a , land deielaped 
commercially only to a> very small extent and educated more on aeadenlio 



.Imes than in industrial and commercial practice would at once piiouee an 
outburst of fevensh activity” This is their conclusion At the same time 
m fairness to them I must say that they have also recommended some 
foim of industrial bank Prom a reading of the position I find that the 
sole difficulty is not one of finance Is that so? — We cannot say that it is 
the sole difficulty, but it is one of the gieat difficulties 

4225 You have said that at piesent much of the finance is got from 
tne indigenous bankers at high lates of mteiest You probably know the 
Committee’s definition of the indigenous banker and that is, those people 
who receive deposits m addition to lending out Will you please cell me 
v\>ho the indigenous bankers to whom you lefei are 9 — The Multanis, the 
Nattukottai Chettiyars and the Marwans 

422G Have the Nattukottai Chettiyars got their agencies m youi pait 
of the country 9 — No Only Marwans do the money-lending business 

4227 Can jou tell me what rates of interest they chaige 9 — It ranges 
from 12 to 18 and sometimes even from 24 to 36 per cent per annum 

4228 What is the normal rate 9 — On an average it is about 12 to 15 
pei cent and more 9 — Yes 

4229 Then it must only be on bad secuntv that they lend out at 24 
pei cent and moie 9 — Yes 

4230 Mi Devadhar Do you mean to say that anybody would lend 
out money without any security whatsoevei simply foi the mention of high 
rates of interest on paper 9 It is all speculation, taking a big nsK Is it 
often done 9 — It is sometimes undei taken 

4231 If a man promises 75 per cent interest, do you mean to say that 
mcnevlenders are willing to advance money without any consideration af 
the consequences oi security? Has mone\ lending become so reckless 9 — 
We know of several instances in ■which Marwans lend out monev even 
without piomissory notes on 50 and 60 per cent interest No doubt when, 
these transactions go to court, the latter does not allow these exorbitant 
lates but they simply cut them down Sometimes these money iendeis 
advance Es 10 or Es 20 less and get a pro-note for Es 100, fiom their 
debtors All sorts of practices are common 

4232 Seth Ilaji Abdoola Haroon Aie theie any Multanis m youi part 
of the country 9 — We have cnly Marwari bankers 

4233 Mr Ram das Rantulu Do you know anything about the affairs 
of the Carnatic Paper Mills and why they failed 9 — Our Chambei’s informa- 
tion is that the whole of its assets which wpre worth 12 lakhs, had to be 
sold out for 4 lakhs only 

4234 Mi Devadhar When this concern was started, were not all fhese 
facts taken into consideration 9 Is it your real complaint that they did 
not have adequate funds oi was it the lack of adequate knowledge? — Both' 
combmed 

4235 Mr Ramdas Pdntulu Do you know how the Sugar Factory afr 
Masuhpatam and the Jute Mills at Chitvnlasa failed 9 — We have got only 
general information about them The Sugar Factory failed because it could' 
not make adequate arrangements to sell its bye-products We do not know 
much about the other concern 

4236 Mr Khaitan You have quoted the instance of the Weaving Mills 
at Berwada . In answer to Chairman’s question you said that their failure 
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might Have Teen due to lack of technical advice and to the fact til it they 
fdid not start the Stunning Section which they were told would be a paying 
proposition Do }ou know m wlint yeai the -Mills were started 0 — We have 
no infoimation 

4237 Arc you not aware that it was thought by even great technical 
experts that weaving mills by themselves would be profitable to work in 
India — We do not know We have been mfouned by some of those 
connected with this particular concern that they weie advised by technical 
experts that if they had staited a spinning section, it would pay them 
■bettei 

4238 Hound about Bezwada much cotton is available both from 
'Hyderabad and fiom Madras (Bellan, Nnndyal, etc), so that Bezwada is 
a place which is veiy well situated so fat as iaw cotton is concerned and 
would theiefoie be a good place for a spinning section to be attached to 
a cotton mill’ — Quite so 

4239 Is the labour round about Bezwada costly 0 — It is fairly cheap, 
about 8 annas to a lupee per labourer per da\ 

4240 Then, is there am lack of technical advice in regard to cotton 
i mills? — I do not think so 

4241 The promoteis of this paitieulai concern were advised — and m 
my opinion conectly advised — that if a spinning section could be attached, 
the mills could be made piofiiable And os we have seen, technical advice, 
raw r material, cheap labour, all these tilings were avail ible Therefore all 
that w r as needed was finance only? — Quite so 

4242 Chan man Can \ou tell me whether this paitieulai concern ever 
appioaehed the Madias Go\einment for financial assistance 0 You know 
•the Madras Government have got a textile expci t° — On this point of 
information we have nothing to say 

4243 Mr Klmitan Sn, I believe that however liberal the law may 
be, the piactico of the Government m icgnrd to cotton manufactures has 
been to lestuct aid to hand-weaving and hand-spinning mdustnes 

4244 Su Ilvqh Code I want to ask how long this particular mill had 
tiaded with a capital of G laklis bcfoic it thought that it should extend 0 — 
Hoi about five oi six ycnis 

4245 Did it make profit or loss dunng that peiiod 0 — It suffered losses 

4246 At the time it wanted to extend, how much had it lost 0 — Only 
about a lakh oi 50 thousand 

4247 Chan man You have said "The foreign expoih and import business 
is mainly m the hands of foieign films ’’ When you talk of the foreign 
export and import business, are you lefeirmg to the position m the Andlira- 
desa alone or the whole of India 0 — Mostly we aie lefeinng to Andhradesa, 
but out impression is that it is the same m certain other places such as 
Calcutta So fai as Andlna Districts aie concerned, the impoit and export 
"business is mainly m the hands of foieign films 

4248 In answei to Question 3 you say, "The rates of interest on the 
loans raised on hundis, piomissoiy notes oi bonds, vanes fiom 12 to 18 
t per cent and m some cases, it exceeds 24 pei cent even, etc ” When I 
read all this, I thought you weie refernng to Andlnadesa only 0 — Yes 

4249 Then youi complaint is really against the Maiwtifi or the indi- 
genous monfey-lendeis’-^-W'fe have r 'had‘no dealings with 1 Multnbis ’■ So far 
-as 'our Chambei is 1 concerned/ we have expeiienbe >of 'MarW aim' only > 1 1 
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4250 Do Nattukkotai Chettiyars at all lend money foi the puipose of 
financing mdusfcues 9 — There are many small rice mills and small ginning 
mills which are finaneed by these Nattukkotai Chettiyars 

4251 Do these Chettiyais leceive facilities fiom the Imperial Bank and 
other joint stock banks to which you refer 9 — That is oui impiession 

' 4252 Mr Devadhar Why do the lates of interest charged by these 

indigenous bankers and other banks vary so widely 9 — These indigenous 
bankers borrow from banks and befoie they le-lend that money to small 
traders and others, they must keep some maigm of profit foi themselves 
Hence the difference m the rates of intei est 

4253 Chairman You have already admitted that Chettiyars do not e\ist 
m Andhradesa, so that when you are talking about them, you aie meiely 
referung to conditions m Madras Now in Madias, as vou know, there is 
no dearth of banking facilities, is there 9 

4254 Mr Rushjorth Are any of these Marwan indigenous bankeis 
members of your Chamber? — No 

4255 Chairman Do they not cany on business m Andhradesa? — 
'They do banking business and not much of trading 

4256 Mr Lamond But y r ou have Multams m Vizianagram 9 — Still the 
Marwans aie the predominating class , though from our point of view they 
are both foreign to Andhradesa 

4257 Chairman From your answer to Question 4, I gather that you 
do not favour an all-India Industrial Bank, you piefei an industrial bank 
m each province 9 — Yes, for the present 

4258 Therefore to that extent you disagree with other people from 
Andhradesa (whom w^e have heard befoie) who are totally opposed to the 
adea of provincial banks 

4259 Have you at all thought about the constitution of 
this bank 9 Is it to have a share capital and how is it to be started 9 — We 
have felt the necessity for such a bank, but we have not thought about 
4hc details 

4260 In your new memorandum you say that the puipose of an 
industrial bank is only to help the industry whenever an mdustiy is m 
urgent want of funds to enlarge its scope of business That does not mean 
helping the concern at the time of its establishment? — No 

4261 Do you want to modify that statement 9 — But I have said that 
in special circumstances an industrial bank may, as a special case, finance 
an industry from the beginning 

4262 How can it do so 9 It must lend on some security If the 
industnal concern has not come into existence, what secuntv can the 
bank get 9 — If six lakhs of capital is floated for a concern and it can do 
business and if foui lakhs aie added and it can do better business, and 
if the four lakhs cannot be got from shares, then the mdustnal bank may- 
advance that sum, even though the concern mav be in. its initial stage 

4263 Is it your intention that the Industrial Bank should come m and 

on the mortgage of the concern’s plant and machinery which is valued at 
Six lakhs lend another four lakhs 9 — Yes , 

, , 1 ! 1 I V 

" 4264 Mr Khaitan . I hope I am, correct ip saying that your Chambei 
faas not considered whether the industrial bank should be an all-India bank 
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or a provincial bank’— Taking local circumstances into consideration, a 
provincial bank can be more easily controlled than an all-India bank 

4205 What will be the difference between dealing with a branch m tka 
province ot an all-India bank and the head office of a provincial bank?— 
There is bound to be great difficult), c q , an all-India bank mi y think 
that the financing of the Bombay or Ahmedabad industry may be morer 
usefully concentiated than m the piovmce concerned 

4266 Let us take the case of the Imperial Bank This Bank is an 
all-India institution and has branches at se\eral places throughout Indio. 
Is the Imperial Bank showing any partiality to any particular province or 
is it dealing equitably with all piovmces?-— I am not able to answer the 
question 

4267 Therefore you are not able to say whether an all-India institution 
with piopei arrangements to deal with the pi ounces equitabl) will not 
serve your puipose? — If proper and equitable nirangements aie made, it 
may seive the purpose, but it is *> big 'if’ 

4268 Mr Eamclas Pantuhi Another gentleman from Andhra haa 
given us his leasons in fa\oiu of an all-India industrial bank Suppose 
there rs a provincial bank which is financing a pruticular industry and 
there is a depression in that indusiiy, the piovmcial bank is likely to lose* 
heaulj in the value of its shaies and debentuies Suppose again there 
is a bank in Bomba) which is financing tho cotton industry, if there is a 
depression in the cotton mdusti,, it is tine that the industrial bank at 
Bombay would be- hit to a gieat extent, but at other places like Delhi or 
Ahmedabad it may be making piofits So if it were an all-India bank, 
though there may be depression m one province, the bank will on the 
whole maintain its position bv the piofits it mav make with regard to the 
same mdustiy in other provinces Therefore it is safer to have an all-India 
bank with branches in the provinces, so that it mav be better able to 
stand the stress of industrial depiession How does this proposal strike 
you? — You have to distubute )Our patronage among the several industries 
of the country, c q , jute, cotton, leather, etc , so that the depression m 
one mdustiy may not altogether cripple the finance of the bank 

4269 You cannot have jute m Bomba) and vou have veiy little of 
cotton in Calcutta Therefore a provincial bank will not satisfy your 
conditions, it is only an Industrial bank that can finance the cotton mdustiy 
m Bombay, the jute industry m Calcutta, the leather industry in Madias 
and so on that can distribute its pationage among several industries? — • 
With regard to the question of putting the money into several industries 
instead of one, our Chamber is of opinion that same safeguards should be 
provided m the case of the provincial bank As regards the question 
wdietber an all-India mdusti ial bank cannot help the industries m Andhra- 
desa, if it can bestow the same attention to all the provinces, we w r ould 
certainly piefei it 

4270 So if the constitution of the all-India industrial bank is such as 
to ensure its safeguarding the industries in all provinces and esnecnlly 
those wdneh are most backwaid, you will be m favour of an all-Indis 
bank? — Yes, because it can command greater finance than perhaps a 
provincial bank 


4271 Mr Devadhar Would you like the industrial bank to undertake 
organisation of industrial enteipnses or would you only like it to finance 
industries? — It should do more of financing, giving technical advice wheie 
it can 

4272 Di, Hydcr - I shall read to you a passage about the Imperial Bank 
from the report of the Bihai and Onssa Piovmcial Banking Enquiry 
-Committee 

“On account of their official connection the blanches have been able 
to attract 183 lakhs of private deposits fiee or at low lates 
of interest Either owing to the conservative policy pursued 
by agents or the absence of statable openings foi investment 
or the restrictions imposed bv the Impenal Bank of India 
Act, the branches do not put to much local use the funds so 
collected, with the result that they are exported to the com- 
mercial centres outside the piovmce ” 

Could you tell me whether your Chambei has given consideiation to the 
■point that an all- India industrial bank might collect funds fiom Andlrradesa 
and utilise them for some otliei place? — This is why we, m the fiist 
instance, prefened a provincial bank But if the all-India mdustnal bank 
can act equitably, as one of the membeis suggested, then we said we had 
no objection to such a bank 

4273 Can a piovmcial bank, m youi opinion, take proper care, by 
itself, of provincial needs and aspirations? — I think so, though perhaps it 
may lack the advantage of mobilising the finances which an all-India 
industrial bank may have 

4274 You have to balance the one against the other — But it will only 
for small operations 

4275 Chairman If theie was an all India mdustnal bank which y as 
•dealing with, say, cotton, jute and othei minoi industries m vanous pro- 
vinces and if theie was a depression m cotton which peiliaps very largely 
affected the position of the industry m Bombay, but did not affect to that 
extent the position of the cotton mdustiy, say, m Delhi oi Madias, that 
fact would help an all-India bank as compaied to a piovmcial bank But 
m a case of that soit, wall not the fact that the cotton mdustiy m Bombay 
is predominant, by itself, pull down the shares of the all-India bank and 
effect its financial position? On the othei hand, if theie was a piovmcial 
bank at Madias which wa^ not much concerned with cotton and if theie 
was a heavy depression m cotton, its financial position may not be 
-embarrassed by the depression m cotton itself? — The Bombay mill industry 
ns suffering on account of a variety of leasons The piesent demession 
may not continue for long and .1 may be an asset instead of a liability, 
When we aie talking of an mdustnal bank, we think of a bank of an all- 
India nature which wall be able to look to all industries If Bomba\ 
suffers to-day, Calcutta may suffer to-monow and Madras the thud day 
So an all-India bank must be able to tide over good as well as bad times 
and give as much relief as possible to the people Oui difficulty as i egai ds 
On all-India bank is meiely that it may not be able to woik out equitably 
and distribute help to all pi ounces m a fan manner In all othei respects, 
,an all India mdustnal bank may have a greatei standing and gieoter 
stability to finance industries 
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4276 Let us suppose that, to begin with, an all India industrial bank- 
38 f ace d. with depression m cotton which largely affects Bombay This 
depression will only affect the shares and debentures issued by the all-India 
bank, but as Bombay piedommates m the cotton industry, the bank may; 
not be able to carry" on any business,, even if it wanted to do so, m the 
othei provinces After two or three years, there may be depression m 
]ute , keie again if it is an all-India bank its financial position will 1 be 
affected, and if it has got to extend its operations to such a large extent, 
are theie not chances of its utility to th e development of new industries 
being impaired ^ — You aie thinking of continuous depression, whereas it is 
possible that, when there is depiession m Bombay, the ]ute industry m 
Calcutta may be thriving 

4277 I am quite prepared to admit that, but experience has shown that 
the depiession, once it starts, affects all the major industries, though it 
may not affect smallei industries like rice mills, which produce stuff for 
consumption in the country 

Mr Sari ai The depiession in the cotton industry and nr the jute 
mdustiy is simultaneous 

4278 Chairman But I was taking a slightly better view, viz , that 
there may be depiession m one of these big industries m one year, when 
it is tided over, there may be depression m another big industry and so on, 
and the mdustnal bank may li ivc to go on facing a senes of years of 
depression and if that happened, its utility will suffei ’ — I think that the 
establishment of an all-India industrial bank, with proper safeguards for 
the development of provinces, may be of some use to India, and the 
Committee may work ahead on these lines 

4279 Aie you a student of economics 7 — I have studied some economics! 

4280 You have then heard of what economists call ‘cycles of depres- 
sion ’ These penods of depression may follow regularly, you work with 
cotton, then jute then with something else, but the depression may go 

on continuously for a series of years 0 — If a storm is to happen, we need i 
not think of it at present If one thing is bad, another wall be good and’ 
we will get along 

4281 You say, with regard to financing of foreign trade, that your 
Chamber is of opinion that the Committee should apply its attention to 
formulate definite pioposals in its report to encourage the Indian merchants 
to have the country’s export and import business m their hands If I have 
understood your answer correctly, vou mean that the facilities are there, 
but the difficulty, according to you is that the Indian merchants do notr 
get the facilities to the same extent as the European business firms get 9 — 
That is my point 

4282 I quite see your point which is that under present conditions, 

though theie are facilities foi the trade itselr, the Indian merchant suffers 
a disadvantage as compaied to the English met chant In your second 

pait of the answei you refer to rich foreign firms being backed up by 
Exchange banks in India Is it voui submission that, other factors being 
the same, Exchange banks give a preference to the foieign firms as against 
the Indian firms’— That is oui impression , 

4283 lou have no definite remedies to suggest, but leave it to the J 

Committee to work them out 0 Yes 
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4284 Mr Ramdas Pantulu. What- are the agencies in Andhradesa for- 
the collection of produce in the villages? Do foreign houses advance 
money to the cultivator and take forward contracts and collect the pioduee 
fcr exports ? — They sometimes do 

4285. Is the number of Indian middlemen who used to do this business- 
men easing oi deci easing? — The number is decreasing with the extension of 
the opeiations of these foieign expoitmg houses to the interior of the 
villages 

4286 Do you think that the facilities which these foieign houses have 
and the fact that they are able to offer better and competing puces than 
Indian middlemen benefit the agriculturist in any wav? — The foieign firms 
are not helpful to the agncultunst I can give you an instance. A foreign 
factory was staited at Clnrala in the Guntur distuct which offeied to 
take all the pioduee of the faimers if the; 7 grew 7 a paiticulai biand of 
tobacco it was Vngiman tobacco The faimers m the district took to 
this kmd of tobacco as it was more pa} mg Once they took to it, the firm 
is not now pa}ing e\en the ordinary price winch they expected foi the 
indigenous tobacco The} hare lost the niaikct for the indigenous tobacco 
and they are not able to sell the foreign tobacco except at the puce offered 
by the factory 

4287 Mr Khattan Do you mean that the factory has now r leduced the 
price of the tobacco and that the agriculturists are suffering? — Yes 

4288 Mi Ramdas Pantulu So the foreign expoitmg and importing 
houses not only opeiate to the prejudice of the Indian trader and meichant, 
but also to the prejudice of the agriculturists? — Quite light 

4289 Mr DcvadJtar You said that some foreign houses weie doing the 
work of collecting the produce which was not to the benefit of the agri- 
culturist, and that they have replaced the middlemen Are the middlemen 
etiil fuither replaced bv co-operative societies? — They are not of sufficient- 
importance, theie are only 63 m our province 

4290 Do you think there is a good future for the development of that 
t}pe of co-operative societies? — Very much, otherwise, w 7 e can never 
replace the foreign films 

4291 You w 7 ant to replace the foreign firms and also the middlemen?— 
Yes 

4292 Do vou think that the middlemen can be effectively duven out 
oi replaced by a co-operative institution of the purchase and sale type? — ■ 
As fai as sale is concerned, co-operative institutions have not been able 
to do much 

4293 But a co-operative agency w-ill be of greatei advantage to the 
farmer — Certainly 

4294 In regard to these co-operative sale societies, would 
you like m the earlier stages that some expeit should be put m charge 
of these concerns to safeguard proper supervis’on and management? — 
That should be done, but unfortunately w 7 e have not got trained men to 
do this at jnesent 

^ 4235 Do you think Government will not be able to provide such 

^experienced men? — What happens at present is this , An mexpenenced 
jff C S officer wdio does not know much about the co-operative movement 
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placed in charge as the Registrai of Co-operative Societies and such 
being the case we cannot expect anything good 

4296 Each district has got' about a dozen co-operative inspectors. 
Do you not think that one of them could be deputed foi this work? — Co- 
operative sale societies are really business propositions and we do not think 
that the piesent departmental people will piove themselves to be good, 
unless they have had special training m the methods of management and 
control of the sale societies 

4297 We are here now discussing only the principle If you get a 
sufficient number of co-opeiative inspectors tiamed m this line with some 
subvention fiom Government do xou not thmlc it would be advantageous? — 
/Certainly it will be veiy advantageous if tiamed men are put in charge of 
these sale societies 

4298 Chairman I want to know a little more about the co-operative 
sale business I take it that at the present moment the movement does 
not suffer from want of finance, but it only lacks in men with technical 
•'knowledge Is that not so? — Yes 

4299 That coincides with xvliat the Madras Committee haxe said m 
paiagiaph 207 of their Repoit, “The difficulty of finding poisons to carry 
on the business of co-operative sale societies must be mitigated bv intro 
dueing closer study of the maiketmg of agricultural pioduce in the six 
co-opeiati\e traimng institutes m the mofussil and m the Cential School 
sn Madras" Do you agiee with this 7 — We quite ngiee that the tiaimng 
ought to be given, but w t o consider that the piesent institutes are not full) 
equipped to impait such training 

4300 Seth Hap Abdoola Haioon You said a little while ago that 
foieign firms aie advancing money to agneultuiists who pioduce tobacco 
and on this account the agneultuiists are suffenng? — Yes 

4301 Would you please explain the position a little more cleaily how 
the agneultuiists aie suffenng 0 — The point is that the Euiopean firm 
has a monopoly in the business The> make some ndxances to the pro- 
ducer and ask them to glow a paiticular vanety of tobacco with the 
lesult that the giorveis find it dilhcull to sell it to others 

- 4302 Chavman But are not the iates fixed at the time when the 

advances aie made 7 — No, in the conti act no mention of the price is made 
The company mvanably quotes its own price when the ciop is leady to be 
-•sold 

4303 Mr Lamond Is this practice confined to tabacco only 7 — Yes, 
mostlv 

4304 My ex-penence of the giound-nut trade of Vizianagiam is that the 
dealei collects all Ins ciop and (he exporter bms it at the last stage? — 
That is so The foreign expoit firms now-a-days even send out the r 
sub-agents to the mteiior and thev puichase the eiops fiom the pioducer 
direct without the aid of the middlemen This w'orks as a gieat liai cl ship 
on the pool middleman who makes his living m this wax 

4305 Dr Hydci Aie these sub agents whom you lefei to Indians or 
foieigncis — They aie mostly Indians 

4306 Then is it youi complaint that one Indian is leplaced by another*? ♦ 
—The 1 e is difference between one man dealing with 10,000 tons of decorti- 
cated giound-nuts and 200 men doing the same business In the foimer 
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■case onlv one man benefits while m the latter 200 men benefit by doing 
•the business With the intei vention of the former the latter set of 200 
people natuially lose then business 

4307 Do you not think that the cultivatoi stands to benefit if he sold 
his pioduce direct to the sub-agent rather than thiough the so-called 
bepans oi the middle-men? After all it is only a replacement of the 
-existing link to the advantage of the cultivatoi? — As I have alieady said, 
the mtei vention of the sub-agent makes the living of the small inter- 
mediaries suffer As for the cultivator himself he does not stand to benefit 
as the sub-agent does not pay him higher puce than the middlemen do 

4308 What I fail to undeistand is how the sub-agent comes to replace 
the mteimedianes There are only two possible alternatives, either it must 
be magic or the sub-agent must offer higher price than these middle-men 
to attract the cultivator What is your suggestion? — The magic is that 
the firm through its sub-agent is able to finance the cultivator on easier 
teims and so he has a hold on the pioduce 

4309 You admit that the Agent is able to advance money at cheapei 
rate 0 — The point is that the cultivator does not really derive advantage 
by the iact that he gets finance at cheaper rates from the agent, but the 
fact is that the film so adjusts its pnee at the time of haivest '•hat it is 
impossible for the cultivator to derive any benefit The fact is that these 
-cultivators are very indigent people and they cannot afford to keep then 
-crops waiting for sale till bettei terms are offered, but the bepans can 
.affoid to wait 

4310 But wherein does the monopoly come in?- — The idea is that only 
a few Euiopean houses control the business and they thiough then sub- 
agents direct the cultivators to sell the crops direct to them and not through 
the bepans 

4311 Is it your view that these lates which prevail m foreign maiket 
are kept a secret fiom the cultivators? — Some quotation is given but after 
all tbc foieign firms m this country are the masters of the situation They 
absolutely control the pnces 

4312 Will you please give the names of the foieign firms doing this 
business m Madras that have come to youi knowledge? — Messrs Gordon 
and Woociroffe , RalU Brothers, and Volkart Brothers and there are others 
as well 

4313 Mr Sarhar You said that these European firms charge a lower 
rate of interest on their advances to the cultivators of gioundnuts 0 — Yes, 
but they more than make it up by their foiward contiacts The agncul- 
tuusts are after all getting no benefit 

4314 Dr Hyder Do you know that the bepans also make advances 
sometimes to the cultivators and also force the latter to sell their pioducts 
-at veiy unfavouiable rates to the cultivator? — It might be, but the culii- 
vatoi has to liquidate his debts and this he can do only by selling his 
'Ciop'i to the bepan 

4315 Compare now the poor cultivatoi placed face to face w.th the 
bepan and the sub-agent and then whom do you think it is better for him 
to deal with? — But after all the foreign film’s quotation is fixed They 
are the real dictators of puces But if the produce is in the hands of the 
bepans and if the sub-agent refused to quote a higher price, the former can 
combine and say that they wall not sell unless they are offered lngh o r 
-prices 

Vor,, III 2 f 
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4816 Sir Hugh Codec With the advent of the sub-agent of the foieign. 
firm, the real point is that the beparis are knocked out Is that so? — It 
affects the bepatis and the cultivate is also affected as already explained 
by me 

4317 What is the Remedy for this state ol affairs then according to 
y 0U ‘? — Oo-opeiation is the only remedy 

4318 Chairman Have you read the Madias Committee’s Hepoit on 
the same subject? — Yes 

4319 You Imow they say that the piopei lemedy is to piovide foi better 
marketing anangements and not merely the intioduetion of co-operative 
Vile societies They have suggested that some anangement should be 
aimed at by which the laiyat should be placed m better touch flith the 
woild prices so that he can lefuse to part with his ciop at any price, which 
the bepans and the sub-agents aie now able to command and force the 
cult.xaloi to accept the same? — That is no doubt a good suggestion 

*320 You admit that the immediate difficulty vdnch stands in the 
way of the development of the eo-opei alive movement m regard to the 
development of these sale societies is leally the deaith of tinned men 
and not deaith of finance? — Yes 

4321 The pioblem is tlieiefoie not a banking one, but how to secure 
properly trained men for this work And theiefore the light solution is 
in what we may geneially term development of education using the 
'cun m a bioad sense Unfoitunateh it is not foi the Banking Committee 
tt la\ down how this education is to be impaited pieeisely? — In om 
opinion, so far as tiainmg m banking is concerned, there are only two 
wavs one is the evolutionary method of educating the people step by 
step and the other is the revolutionary method to be enfoiced by the 
Government of the country 

4322 The whole trouble with the Indian agiicultunst is that he 
cannot establish Ins rights m the matter Whether it is the middle- 
man oi the indigenous bankei who takes his pound ot flesh out of the 
man oi whether it is the agent of the foreign film, so far as the poor 
agrieultunst is concerned, lie is only wheie he has been 

4323 Mr Dcvaclhar If you thmk it is merely a problem of training, 
would it be difficult to suggest that some intelligent people should be sent 
out to other countnes like America and study the methods of marketing 
etc? — The difficulty is not lack of men In fact committees aftei com- 
mittees ho\e lecommended this veiy course The Townsend Committee 
have lecommended that intelligent young men should be sent abioad to 
study the pioblenr The Royal Commission on Agriculture have made 
similar suggestions But the idea of the public is that committees’ inves- 
tigations and lecommendations aie not faithfully earned out by Govern- 
ment, only such of the recommendations as it suits the Government to 
adopc are followed, the lest are all ^helved 

4324 Why not approach Government wuth a definite proposition and 
ask them to award scholarships to leally capable men? 

4325 Chairman Has such an appeal ever been made by the leaders 
of the co-operative movement, say, m your part of the country? — They 
did pass resolutions 

Resolutions are puiely expressions of good-will oi good-faith My point 
is — and Mr Devadhar’s point is I believe the same — has any concrete 
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action been taken so far bj the leaders of the co-operative movement to 
approach Government with say two or three names of men who/wil' be 
able to do good work if trained m other countries such as Canada? 

Mi Ramdas Pantulu There is no want of sympathy with these pro- 
posals on the part of the Madras Government The difficulty is meiely 
one of finance 

4326 Chairman To pursue Mr Devadhai’s modest suggestion how 
much vould it cost to send three boys outside the country for training? 
Surely not a substantial amount, not moie than Bs 10,000 a year at the 
most Therefore, Mr Eamdas, when you say that the local Government 
are unable to find money necessary for the training of just three bo^, I 
must admit I am far from convinced 

Mr Ramdas Pantulu This is what I learnt m conversation with the 
Development Minister of the Madras Government 

Mr Devadhar Surely Mr Ramdas’s bank could easily find money 
dnough for that puipose 

Mr Khaitan Sir, may I give you an analogous case in Bengal The 
Ministei in chaige of Education once said he could not find even three 
thousand rupees foi the education of the depressed class boys 

Chairman Bengal s case has been different But I know Madras 
finances are not in a desperate position 

4327 Mr Lamond About this question of the expoitei ndvanpmg 
money to the cultivatoi, you said that the expoitei advanced money to the 
cultivatoi in Madias This is what the Madias Committee have said m 
this connection — “They buy for cash locally and do not ordinarily gi\o 
advances for gi owing the gioundnut” — That statement may not be 
collect 

4328 Then this is what the Bombay Enquiry Committee was rcld m 
the course of evidence by the representative of Ralli Biothers — “Question. 
— Are theie no agents of your film who go into the distnets and advance 
money to the cultivators? Ansiuci No’’? — T do not know about Bombav 
conditions 

4329 But Madias is m the Bombay Cucle because the Ealh Biotheis 
have their head office in Bombay? — I know fiom my expenence m oui 
districts, for instance in the case of tobacco 

4330 Mr Lamond What about giound-nuts? Perhaps you have no 
peisonal experience of that? — No 

4331 Chairman In the Bombay Committee’s volume of Evidence 
(Vol H) on page 152, the following questions and answers occui — 

The fust question is, “Are there no agents of your firm who go into the 
districts and advance money to the cultivatoi s? Answer — No ” Then 
further, “Do you buy only m the markets? — Yes We buy horn the 
middlemen In some markets it is compulsory, wheie it is not we buj 
dneet from the ryot” This is the evidence of the Ralli Biotheis’ i> 
prescntative Now Mr Lamond’s point is that the piactice m Madias, 
which is under the Bombay Circle, would be the same 

4332 Now, you seem to indicate m your supplementary memorandum 
that foreign films can obtain money from banks for the purpose of buying 
crops Is that so? — That is our impression, the foreign firms aie able to 
get cash fiom the Imperial and other banks perhaps on their oveidraft 
accounts 1 
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4633 Has not an Indian firm of sufficient standing the same facilities 

available to it 9 They are not able to get the accommodation which banks 

can easily give them 

1334 Therefoie it is a question of the standing of the particular business- 
man and not a question of his nationality or racial discrimination? — The 
»oreign merchant represents the well-financed giant while the Ind’an 
susmessman may be likened to a dwarf, and if banks take a more sympathe- 
tic view and help the businessman a little, that would improve conditions 
considerably 

4335 Whatever the bank, unless it is certain of the security agamBt 
which it can make an advance, how can it possibly accommodate any 
rncichant, whethei he is a foreign merchant or an Indian merchant or 

t whether he is a big merchant or a small merchant The bank must be 
careful about the security against which it is asked to advance money? — 
We complain that consistent with the soundness of the security offered, 
they can lend money, but very often they take shelter behind the plea 
that the firm is not of a sufficient standing 

4336 Are you talking about Madias or Coeanada’ — We have been 
refeumg to the difficulties of certain merchants in Gocanada 

4337 Is it your point that big Indians of sufficient standing do 
net get the same facilities from the Imperial and other joint stock banks 
as European merchants? — That is our impression As a matter of fact, 
rt is a very delicate question On the one hand we hear the Imperial Bank 
saying that they do not make any distinction, on the other hand our 
members complain that they are suffering Therefore impression alone 
can be given m this lespect It is difficult to say whether the banks have 
made any laeial distinctions in the matter of accommodation to firms 
But the general impression is that Indians are not' able to get the financial 
help which the soundness of the security they offer entitles them to 
expect 

4338 So this is merely your impiession You cannot give the Com- 
mittee actual instances — No 

4339 Your point regarding the railway terminal and the shipping 
aoeuments is again based on mere impression or actual facts? — It is an 
impression 

4340 You would not be able to give us concrete cases even m camera? 
— No The gnevance is genume but we aie not m a position (o state 
concrete instances 

4341 Even as regaids lack of facilities to Indians, you are not m a 
position, even m camera, to produce facts or figures before us? — There 
is an article written but never published, which shows that during the 
legimd of a particular Secretary of the Imperial Bank at Madras, several 
film-, have come to lum 

4342 Have you got the aiticle with you? — (A wntten stantement was 
nanded m to the Chairman) 

4343 This article seems to have been written by a sbaie-nolder of 

the Impenal Bank itself and does not seem to relate to the matter just 
now before the Committee, this does not refer to lack of facilities 
There is first the prosecution of Baehcha Saheb, a rich 

and respected client of the Imperial Bank I do not know what the 
prosecution was on account of Mr Lamond, do you know anything about 
it? (Mr Lamond) Yes, it occurred five or six years ago 
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4344 On what charge was the gentleman prosecuted 9 (Mr Lamond) 
There was a big fiaud in the accounts of the bank 

4845 Chairman The next case refeis to the treatment accoided to 
Mi H M Ebrabum 8 ait, ex Director of the Imperial Bank and one of the 
met chant princes of ohe Presidency It is said that as a result of the bank’s 
insistence that he should pay back all at once the advances made to him 
by the bank his mills passed into the hands of Europeans 

Mr, Lamond It is all a case of trade depression 

4346 Chairman When did this take place 9 

Mr Lamond About 1924 

4347 Mi Ramdas Pantulu, The point was that the Impenal Bank 
opposed the grant of more than 7 days’ time for payment when pioceedmgb # 
were launched foi liquidation 

Mr Lamond He was given a longer time 

Mr Ramdas Paniulu Some European firm m Calcutta purchased the 
whole concern 

4348 Mr Manu Suhedar Is it your submission that the pressuic by 
the bank was deliberate m older to rum an Iudian firm and to have this 
pioperty passed into European hands 9 If that is so, we shall ceitamly have 
to get all the details and get them examined 9 — We do not know the facts; 
tk 1 general impression of our members is that they are not getting even 
the consideration of time fiom the banks 

4349 Chairman Am I correct m assuming that even m the case of 
Indian firms your statement is based on impression and not on actual 
fans 9 — What we have stated was represented to our Chamber, furthei 
than that, we cannot say 

4350 Is Mr Ebralum Sait a membei of your Chambei 9 — The winter 
of the complaint is a member 

4351 Therefore m this case also it is not from personal experience that 
you speak It is fiom a paper which has come before youi Chamber and 
not placed befois it by the personal suffeier, but by somebody else? — 
Yea 

4352 Mr Manu Suhedar You say that it is the impiession of youi 
membeis that the English banks (whether it is the Imperial Bank or the 
Exchange bank makes no difference to you), if they can avoid helping an 
Indian m time, do avoid it 9 — That is our impression 

4353 I would like to ask you whether you think that this impression 
is a sound one or whether you think it is mere prejudice 9 — It is no prejudice 
at all, so far as I can say 

4354 Is the impression a very deep one or just a prejudice 9 — Is is a 
deep impiession 

4355 Could it be based on some facts known to some of ^oui members 9 
—Yes 

4356 Is it a new impression formed recently oi is it an old one 0 — Eor 
the last ten vears one concern after another m Andhiadesa has come to 
grief, that is whv they are feeling it 

4357 During the last ten years, particularly after 1922, theie has been 
a general falling off m industry and trade m this country and eveiybody 
has suffered, including banks, who have taken stricter action The banks 
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have natuially withdiawn their support on account of trade depression, m 
uhich case it would not be a discrimination against Indians We have to 
detemnne whether the action ot the bants was a natmal and proper action 
as a banting institution 01 whether it was due to lact of sympathy with 
India's industiial aspuations and with the dehbeiate desire to assist the 
foieignei and put down the Indian? — It may be a coincidence, but the 
impiession left on our minds is that if the bants had been geneious, the 
Indian films would have got ovei the depression and thrived 

4358 The impiession of your Chamber is that Engl sh bants, including 
the Imperial Bant, aie not helping Indians and if they had helped their 
propeily the effects of the depression would not have been felt so much 
as they have bem felt? — The bants do help sometimes, but by sudden 

<* recalling of advances, etc , at times of depression they are not sympathetic 

4359 You suggest that the English banks should be more considerate 
and give a little time to adjust affairs instead of making sudden recalls?— 
That is oui general idea 

4360 Mr Khaiian Indians aie experiencing these difficulties and you 

do not caie w'hether they aie due to racial discrimination or not What you 
want is that the money maitet should be so organised that there shoiild 
he some institutions which would deal sympathetica’ly with Indians and 
give them facilities with due regard to the interests of the bank? — Absolutely 
so ' 

4361 Chan man I asked you to give us conciete instances, so that we 
could examine them and judge for ourselves whether m each of these cases 
theie was a want of sympathy oi whether it w r as the management of the 
bank, with due piudence and due regard to the interests of the shareholders, 
that influenced the bank’s action You refei to some more cases and JL 
should like to know whethei they relate to membeis of your Chamber 
Are Messis KliusaMoss and Sons members of your Chambei? — Yes 

4362 Can you tell us what was the trouble with them? — Overdrafts 

4363 Which is the bank involved m this case? — The Imperial Bank 

4364 That is the Imperial Bank called in. overdrafts at a stage vken 
it was inconvenient for the firm to pay up Can you give us some more 
details of the case? When did this bajipcn? — We cannot say 

4365 If you can send us full details of the case, we shall be glad to 
puisue the mattei to the fullest extent? — We shall send details 

4366 Are the Koilpatti mills members of your Chamber? — No 

4367 Is the Indian Match Eactory a membei of your Chambei ? — -No 

4368 Theiefoie the only conciete case about which you can send ns 
details is about Txhusaldoss and Sons and w e shall he veiy glad if you can 
send us full details about it Yon lefei to foieign firms having the advant- 
age of conducting most of their transactions m steilmg value and setting 
off the values of exports against imports, whereas the Indian merchant 
has the double disadvantage of losing something both m exports and im- 
ports by way of commission m exchange Can you teff us precisely wfbat 
you aie leferrrog to? — Take the case of a firm like the If alii Brothers, 
who aie both expoiteis and importers If they expoit goods, they get their 
uiunev in steilmg which will be set off against the cost of the imports 
An Indian merchant has not got such a facility When he imports, he 
has to pay money and he loses or gams according to the late of exchange 
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4369 1 understand fiom Sir Buckley that Balk Brothers is an excep- 
tion and that other European films cannot follow tke same anangement 

Mr BucUey I am speaking fiom my experience as an exchange bank 
managei when I say that in Calcutta most of the very laige Euiopean firms 
who do expoit and nnpoit business not only sell their exchange, but also 
buj then exchange Each depaitment seems to me to woik separately 

4370 Chairman, If that statement is correct, except m the case of 
Balk Biotheis, the advantage ^ou refei to does not exist Is theie any- 
thing m the piesent anangements w Inch stands m the way of a big Indian 
firm trying the same anangement Suiely theie are Indian hums which 
do export and import business and they can open a steilmg ciedit m London 
and adjust then transactions 0 — If they do «o, they w ill gam 

4371 Theiefore youi difficulty leally applies to the case of the small 
meichant 0 — Yes 

4372 Seth Haji Ahdoola Haroon Can jou suggest a way out of the 
present position m which the small Indian meichant who expoits fiom the 
countiv or imports into it is placed, accoidmg to ) oui view s 9 — Indian films 
must be able to build up a good conn eel. ion m London to do these things 

4373 Chairman It lests with the Indian business firms to do it 9 — 

Of course, as it is y 

4374 Mr Manu Subedai Is it due to lack of enteipnse that the Indian 
meichant is not able to get a benefit of the kind which you suggest oi 
is it due to lack of facilities 9 — It is due to both Oui difficulty is this 
Both the expoit and import tiade is well oigamsed by the importing firms 
and Exchange banks and they are able to do the business well and theie 
is really what is known as organised maiket £‘o fai as Indian tiade is 
concerned, it is unoiganised and it is going on not m a methodical way 

4375 By ‘unoiganised’ aou mean that theie are not sufficient uropei 
links, one with the other, that can help and that the whole chain is not 
complete 9 — Yes 

4376 Even if an Indian m the mtenoi was enteiprismg enough to take 
his goods to Madias, he stops there and has no further connection 9 — Yes, 
so if an Indian wants to bieak this link, he finds it veiy difficult to do so 

4377 Chairman, Suppose there were no foreign Exchange banks and all 
were Indian Exchange banks, even then the disadvantage of paying toi 
the exchange facility would not disappear 9 — The exchange depends also 
upon the ratio 

4378 Whatevei the latio may be, the exchange business will be there 
and you cannot avoid it As it is, the only solution foi this is what you 
yourselves suggested, namely, if it were possible foi Indian business films 
to follow the footsteps of Balli Biotheis and adjust the value of then 
expoits against the value of their impoits which w r ould mean no transfer 
of funds between, say, London and India, then what you deme to be 
achieved will be achieved Otherwise, facilities may be cieated and Indian 
Exchange banks may come in, but still your difficulty will iemam 9 — Yes 

4379 Mr Manu Subedar You mentioned that theie is a ring between 
the foreign importer, the foieign exporter and the Exchange banks, m which 
even if an Indian had the enterprise and finance, he would find difficult 
ho get m I am anxious to understand the difficulties of getting m Aie 
any deliberate difficulties created m the wav of an Indian merchant 9 — 
Becentlv Messm 0 II Ear ay an a Avyar and Sons, expoitmg merchants m 
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moundnut, who weie competing with Ralli Biothers, had to be wound up r 
then specific complaint being that they were not able to get continuous- 
financial accommodation from Exchange banks when their stocks were 
unsold 

4380 Mr Buchlcy 1 shall get full details about the leasons for the 
failure of this fhm m Madras 

4381 Chau man You say “Oui Chambei is of opinion that unless a 
gold standard is established m India, the difficulties and disadvantages m 
tiade are bound to continue ” Will yon please elucidate that statement’ 
This Committee is not concerned with the cunency policy of the Govern- 
ment of India Assuming that theie was a gold standard established m 
India, is it your idea that as soon as you exported goods you would get 
gold fiom England and when you imported, you would send back the gold’ — 
Government is now foiced to fix up a latio, the lupee being worth so much 
gold This is an aibitiary fixing, but if a gold standard is actually estaE 
lished, the latio will depend upon the monetary maiket 

4382 That is an assumption I aim only tiying to find out this 
assuming that a gold standaid was established and it v as possible for you 
to get gold m exchange foi cuirency notes, how would this particular 
difficulty be solved? — I only mentioned it as a sort of general aigument 

4383 You were complaining of the difficulties to which Indian merchants 

at the piesent day aie put to owing to then having to finance the foreign 
trade of India m a paiticulai manner and in this connection you say “So, 
oui Chambei is of opinion that unless to continue ” li you 

admit that this has no connection with the pievious sentence, the whole 
of youi paragraph wall have to be le-wntten I have nothing moie to 
say ’ — No answei 

4381 You say that in lespect of the piactice of banks m releasing goods 
on tiust receipts, some of youi members complain that they aie not getting 
the same facilities as the foieign firms oi merchants Could you kindly 
give us a specific case’ — We only ascertained the actual complaints but 
have not further pursued the matter, thinking that we have only to give 
oui geneial impression 

4385 Other witnesses might c ay that voui statement was wrong Fow 
aie we going to sit m judgment unless you give us specific cases with full 
details’ — We shall send you details of a specific case 

4380 Mi Khaitan You say that voui Chambei favoius the idea of 
audit and examination of banks’ accounts by examiners selected by the 
Indian Institute of Bankeis Would you not prefer the examiners to be 
selected by the Reserve Bank if and when it come s into existence? — Yes, 
we w r ould piefoi it when the bank comes into existence But at piesent 
the Indian Institute of Bankers may select them fiom a list of auditors 
compiled 

4387 Mr Sailcar Do you not think that it wall be better if Govern- 
ment prepaies a list of examiners from which each bank can select’ — I do 
not think so 

4388 Sir Hugh Coche It is not quite eleai fiom your answer whether 
rou aie in favour of examiners m addition to annual auditors? — Of course, 
the regulai auditois would go through the accounts and examine the balance 
sheet, etc , but since the Reserve Bank when one is started is expected 
to help these banks, it might be useful in the interests of the Rcseive 
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Bank and m the interests of the banks themselves to have a system of 
examiners as well 

4389 In the meantime you do not think it necessary to have 
exammeis 9 — If the banks did that even now, it would be bettei m their 
own interests to attiact moie public confidence 

4390 Chairman You say that you favour the idea that all foieign banks 
operating m India should obtain a licence fiom the Government of India 
on the advice of the Tiade Commissioneis m London Legal ding the 
operations of the foieign banks, you say that it is the opinion of yom 
Chamber that they should be compelled to imest then deposit amounts 
leceived m India, m India itself and they should disclose m then balance 
sheets a statement legaidmg then tiansaetions m India separately Will 
you kindly tell us how you u ill compel these foreign banks to invest tnen 
deposits m India itself 9 — This may be made one oh the provisions m the 
licence that may 7 be issued to them 

4391 Appaiently these foieign Exchange banks use then own funds and 
the funds that Urey 7 are ab'e to attract m this countiy m financing the 
foreign trade of this country Therefore, mil you please make vouiself 
a little moie cleai what you mean by voui statement “investing m 
India” 9 — They might be asked to invest then monies m mdustnal under- 
takings m Indio and any surplus that may be left ovei might be invested 
in Government securities 

4392 Mi Ramdas Paiftnlu Mi Sastiy of the Andhia Bank Ltd , who 
gave evidence befoie this Committee the othei day told us that the 
Euiopean Exchange banks should be made to utilise the deposits leceived 
m this countiy hi financing Indian expo^teis and importers and not foreign 
export or impoif houses woiking m this countiy Do you agree mth this 
suggestion 9 — Yes, that is a wholesome suggestion 

4393 Chairman Can you tell me what portion of India’s foieign tiade 
is m Indian hands compaied mth those m foieign hands 9 — Mv impiession 
is that one-fouith is under Indian hands and the rest in foieign hands 

4394 I put it to you that only 15 pei cent of the total is stated to be 
in Indian hands and 85 pei cent m the hands of foreign businessmen. 
Therefore, if youi suggestions aie adopted, may I ask how you will propose 
to finance the remaining 85 pei cent 9 — The Exchange Banks can find other 
sources to secuie finance 

4395 Theiefoie youi suggestion is that the Exchange Banins should 
bring out funds from abioad to covei that demand Is that so 9 — They may 
do so 

4396 Then am I correct m undei standing youi position to be this 
There is the 15 and 85 pei cent to which we have already lefened You 
want that the supply of funds m regard to 85 pei cent should be cut off 
except to that extent uhich might pass into Indian hands unless the 
foreign Exchange Banks caie to bung money foi this purpose fiom outside 
India, and if tbev do not caie to do so, that pait of the tiade uould be 
disorganised for the time being 9 — Yes 

4397 Mr Iihaitan Is it youi gnevance that you as an Indian do not 
like that the non-Indian Exchange Banks siiould receive fiom Indians 
about Pis 70 crores of deposits and with the help of that vei’v money they 
should finance Hie export and import trade mostly earned by non-Indian 
business houses m this country 9 — Quite so 
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4398 Am I coireet m thinking that you would like that some Indian 
■exchange banks should glow up, whether it be the Imperial Bank or other 
Indian °owned banks which should also deal m exchange business so that 
Indian expoifceis and impoifceib may command bettei facilities than they 
-are getting now at the hands of the foieign exchange banks’ — Yes 

4399 Then youi fundamental position is that these foieign exchange 
banks might utilise that pait of then deposits m financing exports and 
impoils done by Ind’ans m this counti\ and the balance if any must be 
invested m Incba itself’ — Yes Our whole idea is that some such leslric- 
tions ought to be placed on the opeiations of the foreign exchange banks 
m this country We lea\e it to youi Committee to make eonciete sugges- 
tions m legard to this 

4400 I quite follow what y oui idea is I note that you aie anxious 
that this Committee should leeommeud that some legislation should be 
undertaken to facilitate Indians getting a laigei ffiaie in India’s foieign 
trade Apparently youi Cbambei have not full\ eonsideiet) tins point Is 
that so’ — Yes, we have not fully thought ovei this subject We wnl leave 
ft to the Committee to decide 

4401 Mr Ma)iu Subcdnr What you June staled in youi memorandum 
here is obvious!} what }our Committee has thought out’ — Yes generally 

4402 Now you say that foreign exchange hanks should be made to 
invest their money m India? — Yes 

4403 You know that when a foieign bank gets into difficulties, if it is 
not registered m India, and when its assets are not onlv from Bombay, 
Madras, Calcutta and so on, but include Hongkong, China, Japan, London 
and other places, the assets of the banks as a whole aie pooled together 
and its creditors get a pro-rata div.dend ’ — Yes 

4404 Are you aware that a Japanese bank failed a few 'y oars ago and 
it involved the loss of no less than Bs 40 lakhs of Indian deposits? — Yes 

440 j Theiefore the suggestion winch yon have made that the deposits 
received by such foreign banks should be utilised for the foreign trade of 
dhis country would not by itself ensuie the safety of Indian deposits * Is 
that not so’ — Yes, I agree with what you sav 

4406 Chairman Has youi Chamber considered this point of view, 
namely, giving of piotection to Indian depositors m foieign banks operating 
m this countrv’ — We have not consideied the question fiom that point of 
view 

4407 I think you have said a little while ago that the whole object of 
your Chamber is to see that the deposits laised m this country by the 
foieign banks should be used foi the benefit of Indians in this countrv ’ — 
Yes 

4408 Mr Manu Subrdar Is it then youi idea that it would be bettei 
for Indians if these foieign banks w r cie asked to legistei themselves m 
this country undei the Indian Companies Act’ — I do not know how that 
will implore the position 

4409 You know 7 at piescnt the accounts of these fore’gn exchange banks 
operating m this country are not audited in India, but if thev were made 
to register themselves m this country as Indian joint stock banks, they 
would have to fulfil ill the conditions that aie now-* imposed on the existing 
Indian joint stock banks? — If legislation will seive the purpose better 
ihan licensing, our Chamber will have certainly no objection to the proposal 
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4410 Chairman You say that “tbeie is no co-oidination between these 
.coUe°-es and the banks” Do you mean to imply that tbeie is no co-ordina- 
tion between the Sydenham College of Commerce of Bombay and the banks, 
because jou youiself say that tbeie are no colleges m Madias 9 — We do not 
mean to say that there is no co-oidmation between banks and the 
Sydenham College of Commeice We weie lefenmg only to small com- 
mercial institutions and w e only suggest that there should be co-oidination 
between these institutions and banks geneially 

4411 Mr Devadhar Have you heai d any complaints which go to show 
that mismanagement and even bank failuies w r ei e mostly due to want of 
piopei business training and experience on the part of bank managers and 
managing directors 9 — Yes, that is one of the leasons foi bank failuies and 
other tiouble 

4412 Would iou specify some qualifications foi such people 9 — It will 

be better if ceifam qualifications are laid dowm for persons occupying these 
positions of responsibility { 

4413 Would jou then advocate some legulai test should he held for 
such people 9 — Tiaimng m theory and piaetice of banking should be 
thorough and this should be one of the qualifications foi the appointment 
of bank managers and managing directois 

4414 At piesent m Bombay, the Provincial 'Co-operative Bank ha* 
foimulated a scheme of tiaimng for bank managerships and they also 
nndeigo a regular couise of clerical training as it were m the art of bank 
management, etc 9 — That is a good scheme 

4415 Would you suggest that some selected bank imanagers and others 
should be asked to deliver some special lectures besides the practical train- 
ing that the candidates undergo 9 — It would be ceitaraly better if that could 
be done 

4416 Do you think that some people should be sent out to foreign 
-countries as well foi special tiaimng? — Undoubtedly it is a very good idea 

4417 But do jou know that there aip difficulties m the way of Indians 
getting themselves admitted into the banks of foleign countries to obtain 
their piactical tiaimng m banking methods 9 — If there are such difficulties, 
they must be oveicome 

4418 And you think that this Committee should make such a recom- 
mendation 9 — Certainly, that would be for the geneial banking welfare, if 
such a lecommendation is made 

4419 Chairman Have you had any peisonal experience m the matter 
of training of Indian youths abioad 9 — No 

4420 The Pnncipal of the Commercial College, Bombay, (Mi Davar) 
came befoie us and said that foieign tiaimng was not required as the Indian 
training was good enough 9 — So far as day to dav banking is concerned, 
Indian tiaimng may be quite enough But to studv the latest methods 
in banking it would be necessary to send students out to other countries 

4421 Supposing the paiticulai youth who received his tiaimng m India 
is not able to be appointed straightaway as the managei m chaige of a 
bank, would it not be better for him to get the preliminary training m 
India and then when the time foi kighei promotion comes, to go and 
have some tiaimng in western countries 9 — That is exactly orn Chamber’s 
opinion and we have said so in our memoiandum 
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4422 Have vou any idea as to how many Indians the Imperial Bank 
have ? — No 

4423 You say rhe Imperial Bank is lecnuting “a lew Indians as proba- 
tioners” You cannot say exactly how many ’—No 

Mr Laniond Tbeie are 95 Indians m charge of blanches of the Impenal 
Bank 

4424 Chairman In view of that information, would you bo prepared 
to qualify your statement? — Oui idea is that there should be complete 
Indiamsation 

4425 Mr Dcvadhar Sir, with regard to this figure of 95 I should like 
to know vs bethel they aie all sub-agents? 

Mr Lomond The majonty me m full cliaige 

4426 Chauman luitliei vou have s.ud, "The Indian ]omt stock banks 
and the co-opeiativc banks aie manned by Indians, hut many of the stag 
have not good banking experience oi higher education ” How can any 
recommendation b} T this Committee force on these Indian joint stock 
banks and the co-opeiatrve banks a class of men whom they, under pre- 
sent arrangements, aie not willing to take’ — If facilities are provided for 
education and training and banks are asked to encouiage candidates, much' 
of the difficulty would disappear 

4427 Mr Ramdas Pantnlu Ho -you gel young men with a fair amount 
of tiaming foi co-operative banks’ — That is what is being attempted at 
present m oui province 

4428 Do you know that m the syllabus for the Indian Institute of 
Bankets elimination cooperative banking h no! one of the subjects? — 
I am not awaie of it 

4429 Is there any institution where actual tiammg in co-operation is 
given’ — They are taking on a few apprentices for the purpose m Madias 

4430 Is Iheie am institution winch gives tiammg special)} m co-opera- 
tive banking’ — Theie is a school m Madras giving a general' framing m all 
the aspects of Co-opeiation 

4431 My impression is that much of the w ork of these banks is suffering 
from w r ant of tiamed men Do you agree with me? — Quite so 

4432 The Chairman just now asked you how you would cnfoicc banks 
to employ men with piacticnl training, will you go as far as to say that 
unless the employee had satisfied a particular stnndaid m education and 
gcneial efficiency, he should not be recognised foi employment m, say, the 
Impenal Bank, or wall you leave it to development ra due course of time’ — 
I would leave if to development m due course of time 

4433 Chairman You say, "There wall be good prospects if the boys 
are tiamed m banking The slow development of banking and especially 
branch banking is due to absence of trained men” That I take it n the 
impiession of your Chambei ’ — Yes 

4434 Does your Chatmbei include among its membeis am Indian joint 
stock bank like the Andhra Bank’ — It has not become a member so fai 

4435 Have you got any bank as a member of vom Chamber’ — I am 
told there are two banks at Masuhpatam? — Our members aie merely 
traders and meickants, the hanks have not been included m our Chamber 

4436 Mr Mann Subcdar Have you any indigenous bankeis as your 
members’ — Some of them are Our president is a Gujeiati gentleman 
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4437 Mr Bamdas Pantulu Are theie no Komuttis m the Andkradesa 
-who do an amount of indigenous banking by receiving deposits from other 
people and by lending money ? — They do 

443S Chairman Do they make a practice of receiving deposits ? — They 
only leeeive deposits from their relatives and friends but not from other 
members of the public 

4439 Mr Devadhar Who does this kind of work (receiving deposits 
.and lending money) m the villages m Andhradesa’ — Komuttis do this 
work, they are the village sowcars 

4440 Do you think that necessary lelief is being given to the agricul- 
turist systematically by co-operative societies so far as the rates of interest 
are concerned? — Yes 

4441 You said that the rate of interest charged by co-operative societies 
would be somethmg like 50 per cent of the lates current m the maiket? — 
Not exactly 50 per cent The oo operative societies lend at 9$ per cent 

4442 Choiodhry Muhhtai Singh Is this 9 per cent charged from indi- 
vidual members? — Yes from individual members 

4443 Mr Bamdas Pantulu Has your Chamber considered the eonsti 
tution of the reserve bank which you propose oi would you leave it to 
some future authority to settle the constitution’ — That can be considered 
later on 
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FIFTEENTH DAY. 

Thursday, the 11th September 1930. 

Present 

Sir Bhupendra Nath Mitra, iK C S I , KCIE, CBE {Chairman^ 

Mr I) P Khaitan n Mi W Laaiond. 

Mr F V Rushforth. Mr P W Buckley. 

Mr Manu Subedar. Mr G K Devadhar, C I E 

Six Hugh Cocke, Ivt Choudhn Mukhtar Singe. 

Di L Iv Hyder Mr Nalini Ranjan Sarkar 

Mr Y Ramdas Pantulu. Seth Ha]i Abdoola Haroon. 

Mr Y K Aravamudha Ayangar, MA.CIE (Sect deny) 

Mi R P Masani, M A ( Joint Secretary ) 

Seth Kastuibhai Lalbhai, representative of the Ahmedahad Millowners" 
Association was examined 

4444 Chainnaa Do you represent the Ahmedabad Millowners’ Asso- 
ciation’ — 1 do 

4445 You state that at present cotton mill companies aie financed, 
both foi block and Hoiking capital, mostly by the managing agents of the 
coi i] lines and b;y public deposits AY ill \ou kmdlj tell us the percentage 
of the deposits to the total capital lequned’ — Appioxnnately 80 pei cent 
of the total outlay is financed by deposits and by the managing agents 

4446 When you say ‘total outlay’, do }ou refei to total capital outlay 
and does it include woilang expenses’ — I lefer to working capital with 
the block account 

4447 We do not usually call working capital pait of the capital. 
Then I would say that 65 to 75 per cent of the total outlay is financed 
bv deposits and by the managing agents, and if you include the woiking 
expenses it wall be 80 per cent 

4448 Aie these deposits for short terms only’ — Geneially speaking, 
thj\ are deposits foi one year In some cases wdieie lecently new mills 
ha/e been started, deposits have been taken m foi a peiiod of seven 
vears but these deposits have been collected fiom shareholders m the 
natuLe of debentures 

4449 Do these apply to new mills only ’ — Yes 

4450 Could you give us any idea as to bow much has been raised m 
that mannei’ — Geneially speaking, the sy stem m Ahmedabad is that 
cotton mills aie started wuth a capital of five lakhs of rupees Out of 65 
or 70 nulls, more than 85 to 90 pei cent of the mills have a capital of 
five lakhs The new mills have also been started with a capital of five 
lakhs, but the difference is that the five lakhs have been collected as a 
seven xears deposit 

4451 Mr Khaitan You said that the deposits aie m the natuie of 
debentures By that, do you mean that the company has executed a 
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.mortgage or tiust deed 9 — The)- rank pan passu with other deposits the 
only difference being that the deposits being for a longer peuod of seven 
rears, they serve the purpose of debentures 

4452 There is no chaige executed on the mill 9 — None at all 

4453 Is there any undertaking that the mill will not be mortgagee 9 — 
None 

4454 Do you not think that debentures aie even inferior to ordmaiy 
deposits, because ordinary depositors can take back their money at any 
time, whereas these depositors cannot withdiaw their deposits until the 
expiry of the period of seven years 9 — That is so, but by giving a deposit for 
seven yeais they get a certain share m the agency commission 

4455 Chairman To that extent they differ fundamentally fionr other 
deposits? — They do not differ as far as the character of the deposits is 
concerned, but as fai as the mteiest of the depositor is concerned, they 
diftei m that the depositors get a certain share m the agency commission, 
but fu which they would not deposit foi a period of seven yeais 

4456 Mr Khaitan Unless they aie given a share m the managing 
agency commission people would not come forward to deposit foi such 
a long peuod 9 — That is so 

4457 Chauman Therefore they get not only a certain late of moeiest, 
but also a shaie m the agency piofits 9 — Yes 

4458 The new mills aie not laismg any shaie capital 9 — They have 
raised 

4459 I thought vou said that in the case of the new mills the whole 
of the five lakhs lequned aie being obtained by these long teim deposits — 
I am sorrv foi the misunderstanding I may peihaps have cieated The 
amount that will be lequned for starting a concern will be something 
like 20 to 25 lakhs of lupees, Es 20 lakhs being the block account and 
about 5 lakhs w r oikmg capital Out of the 20 lakhs it is the general 
custom to laise only Es 5 lakhs as share capital, the lest being the capital 
debt If a mill starts with a block account of 20 lakhs, it will have 
Es 5 lakh« shaie capital, 5 lakhs deposits received foi a fixed period of 
seven years, and the balance of 10 lakhs will be financed eithei by the 
managing agents oi by the public as one year deposits 

4460 What about the woikmg capital 9 — It wall be financed by the 
deposits or by the managing agents 

4461 Dr Hyder What is the agency commission which the seven 
year depositors get 9 Is it a percentage 9 — Theie have been foui oi five 
such cases There aie 1,000 shaies in the managing agency svstem, of 
which one share is given to a depositor of Es 5,000 That is to say, 
one who comes fonvaid with Es 5,000 (Es 3,000 m the shape of ordi- 
nal), capital and Es 2,000 m the shape of deposits) gets one share, i o , 
one thousandth shaie as agency commission 

4462 Mr Khaitan Does he get this as an ordinary share 0 — The 
managing agency is made into a limited concern wuth a nominal capital 
of Es 1,000, each share being of one lupee and that one rupee share 
has considerably moie value than the nominal value it represents In 
some cases a one rupee shaie is worth Es 700 to 800 He has to put 
m Es 5,000 m oidei to earn one commission share 
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4468 He must take up 01 din ary shaies of the nominal value of 
Bs 3,000 plus Bs 2,000 as deposit foi seven' years and m return for 
these two considerations he gets one shaie m the limited company, which 
is the managing agent of the concern 9 — Yes 

4464 Mi Manu Subcdar The Bs 3,000 shaie capital which he takes 
might be for himself or foi the market 9 — Quite so, but the deposit must 
be continued 

4465 Either m his own name or m the name of the nominee? — Yes 

4466 It is more or less m the natuie of an under- writing commis- 
■sion 9 — You can put it like that 

4467 Has that system worked very successfully? — Very successfully 

4468 And do you find it safe m the sense that you finance the block 
account fiom deposits 9 — We have so fai 

4469 Sir Hugh Coclce Aie not cases on recoid where such unusual 
methods of finance have biought the mills into serious tiouble because 
de^ontois have demanded their money? — As far as the Ahmedabad 
experience goes, the system has succeeded beyond our ordmaiy expecta- 
tions and I very much doubt whether the Ahmedabad industry would 
have progiessed as well as it has done had it not been for the system of 
giving out shares fiom the managing agency r commission We would not 
have got either the capital for the industry or the working capital For- 
merly, the managing agents used to take in persons who would bring a 
ceitam amount of capital, thereby earning a certain poition of the com- 
mission agent’s share, but now the agencies have been made into limited 
concerns and shares issued, a piopoition of which they can sell off at their 
sweet will 

4470 If your mills lequne finance to the extent of Ks 20 to 25 lakhs 
-ana get 10 lakhs m all fiom these deposits either m the shape of share 
capital oi deposit, that leaves a very large share for the managing 
agents to find 9 — It does 

4471 Do mills get an\ thing fiom the banks on block account 9 — Very 
rarclv 

4472 Mr Manu Subcdar Is not that due to the fact that the cfcaiges 
of the banks arc higher than the lates at which you can get depositors 9 — 
It is not merely because of higliei bank lates, but banks are generally 
unwilling to advance any amount to the concerns 

4473 The bank is unwilling to advance amounts which would rank as 
capita 1 debt 9 — -But even for working capital the banks have been unwilling 
"to advance 

4474 Mr Lamond One of the difficulties about that is that the 
Ahmedabad mills do not pledge oi hypothecate then stock as the Bombay 
mills do 9 — If the mills were to hypothecate then stock, the whole fabiic of 
then credit will be ruined It is all the more reason why banks should 
finance such companies, because they consider then honour and ciedit 
to be so high that they are unwilling to hypothecate their stocks 

4475 Mr Manu Subedar If you were a bank dnector, would you 
recommend an advance m a case where the cash credit oi loan or over- 
draft given by the bank would rank m the same position as deposits? — -I 
would, on consideration of the paitv to which I am advancing and the 
stability of the concern 
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4*476 I put it to you that them arc parties and parties There are 
undoubtedly m Almiednbnd sound parties to whom it would not be diffi- 
cult to recommend such advances by banks But tlicie arc also weaker 
.agents and some of them hare failed Have not they'? — But I submit that 
the banks have not come foiwnul to finance the best of the parties, that 
is mv grievance 

4477 I understand that, but would you not qualify your suggestion 
that banks’ advances should take the same position as deposits to the 
extent that the\ should discriminate and advance only to really some fiist- 
clnss agents and not to everybody? — Quite so 

4-178 Mr Rmh forth Do these public deposits come fiom individuals 
oi from small bankets and tinders 9 - — They come mostly fiom individuals 
Before the War, piacticdlv almost all the capital used to come from tho 
public Since the War, some of the mdushinl concerns m Ahmedabad 
luuc flouushtd and accumulated icserves and tliev are also inter deposit- 
ing, t c , one mil] deposits with the othei mill, not of the same agents. 
Sunposmg I June a smplus of ten lakhs m nu mill, mslend of lending it 
out to a bank on a smaller rate of imprest, T would deposit it with another 
null But this is only a lectnf practice, formeilv all the capital u c ed to 
be foiihpnmmg from the public at laige 

1479 Do deposits conic to you as they would go to a hank 9 "What 
rates would -con gn efoi vow deposits o — T(, ]s th 0 view of the Ahmedabad 
public that rtftn all a bank It is got an office wic! ceitam papeis, while a 
mill oi an mdustnal concern has its buildings, mnehmerv, etc , and it is 
therefore soffit to deposit with the mdustnal concern than with the bank 

4450 Do the nulls do an” sort of banking business 9 — No 

4451 You refe. to most of lour deposits as long-krm deposits Are 
theie any demand deposits 9 — No 

4482 Dr Hydcr What is the si7e of the deposits? Do you ieeei\e 
deposits of small amounts fiom a laige nurnbei of people oi do you receive 
deposits of largo amounts fiom a veiy few? — I think the deposits would 
lank just the same as with banks They will veiy from Its 5,000 to 
Bs 10,000 on an average 

4488 Sir Iluqh Cache You said that formeih the public pie'erred 
to put then money into a mill latbei than into a bank Is that so 
to-dn\, or has there been am change 9 — There has been some change I 
shall come to that m a later portion of mv statement 

4484 Mr Dushforth Does this sr stem of obtaining capital in Ahmedn- 
bad attract anv money from outside at nil, oi do you get most of you! 
capital locally? — It used considerably to he fiom outside, i c , from tho 
rural aieas 

4485 Mr Mann Stthcdar Could you give us Pome idea of the total 
volume of deposits? — As far ns my infoimation goes, the total deposits 
wuth the mills is moic than 7 crores of rupees 

448G Chairman Aie your onc-year deposits steady or has there been 
a falling off in recent years? — The deposits from tho rural areas have con- 
siderably fallen off, hut this has been replaced by deposits from the mill 
companies about which I have already referred 

4487 Thoiefoie, there has been no reduction or falling off m the total 
volume of the deposits? — That is so 
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483 


4500 Government had to offer a higher rate of interest, because the 
rate of interest in the market had gone up and was not this again due to 
the rise m prices generally? — I do not know that The policy that has 
been followed by Government has been one of the most suicidal ones m 
the op ini on of my Association During Sir Basil Blackett’s regimd the 
rates that were offered on Government securities were reduced by 1 to 

or 2 per cent without any justification When Government could easily 
have tapped the resources of the public and collected the necessary 
amount, they thought it a wiser policy to cut down the rates all at once 
and at very short notice That has been more responsible than anything 
else for bringing about a higher rate of mterest 

4501 Up to what year had you to pay 4^ to 5J per cent ? — Up bo 
approximately 1923-24, I cannot be quite exact 

4502 Therefore, were you not paying higher rates at a time when, 
according to your statement, Sir Basil Blackett reduced the rates tor 
Government loans’ — No, because when Government went on reducing the 
rate for Government loans, they went on offering very high rates for 
postal cash certificates You will probably find that in 1924-25 Govern- 
ment offered 6 per cent for postal cash certificates, while we were offering 
4-J to 5J per cent 

4503 Therefore it is not a question of Government borrowings It 
was the rate offered for postal cash certificates which interfered with the 
deposits in your mills and it was for that reason that you had to raise 
your rate of interest? — Yes 

4504 I want to get the point clear, because your complaint was that 
it was the high rate of interest paid by Government generally which 
had the effect of reducing deposits in your mills Now from the figures 
you refer to it seems that it was not the increase m the rate of borrow- 
ing by Government generally, but the rate paid by them for postal cash 
certificates which had that effect — That is not my statement , I submit, 
that the two go hand m hand As far as the small depositors are con- 
cerned, these were induced by Government to put m their mone^ into 
the postal cash certificates Then at a later stage Government came 
forward offering high rates of interest and well-to-do people who used to 
deposit money with the mills were mduced to go m for Government 
paper 

4505 I was trying to follow the process step by step I gatheied fiom 
you that your mills were paying something between 4£ to 5 per cent up 
to the year 1923? — That is so 

4506 In 1923 you had to increase your rate to 6 per cent ? — Yes 

4507 At that stage m 1923 the rate of Government borrowings had 
not been increased? — No 

4508 Therefore the only factor which would have the effect of reducing 
the deposits m your mills would be the rate offered for postal cash certi- 
ficates’ — That is so 

4509 Then within the last eighteen months there has been, according- 
to you, an increase in the late of Government borrowings, apart from the 
postal cash certificates Has this resulted m your having to further 
increase the rate of mterest paid to your depositors? — That is so 

4510 The first stage was that you raised vour rate to 6 per cent m 
1923 At what level does the rate stand now? — We go on adjusting our 
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xates according to the demand and supply of money We had to raise it 
when Government raised it., Then a period came when there was plenty 
of money and we reduced our rates 

4511 In which year did you mate the reduction? — I cannot give you 
+hese rates exactly off-hand. I shall 'send you the rates offeied by my 
mills during this period which may enable you to decide the general late 
offeied by mills It would be very difficult to obtain the figuies of other 
mills 

4512 I find that Government reduced the late for postal cash certi- 
ficates to 5£ per cent from 1st April 1926, they further leduced it to 
4^ per cent fiom 1st July 1927 Bid these have the effect of helping you 
to reduce your rate of interest? — I cannot say that fiom memory 

4513 Mr Khaitan Having regaid to what we have heard fiom you, 
do you consider that it is safe for the mills in Ahmedabad to rely on 
getting these deposits fiom the public always, or do you think that some 
safer methods should be adopted? — This system has been put to the test 
for the last 25 yeais and the industry has succeeded so far One cannot 
say for certain what will happen m the futuie, but so far as I can see, 
no change need be made m Ahmedabad 

4514 Mr Manu Subcdar You tusb indicated that lates foi deposits 
had to be levised and that the matter depended veiy laigely on the ques- 
tion of demand and supply Do you consider that 'if the volume of Gov- 
ernment bonowmg had been a little less, youi position would have im- 
proved? — It should not be taken foi gi anted that Government borrowing 
is the sole leason foi the revision of rates of deposits with the mills 
iWhat I meant to imply was that Government borrowing was one of the 
mam factois 

4515 Chairman I think you told us a little while ago that m Ahmed a 

bad you do not attiact deposits fiom othei parts of the country, but you 
mainly lely foi your deposits on the Ahmedabad city and the liual areas 
adjoining the city Is that so 9 — Yes < 

4516 You are piobably awaie that it has been alleged that with deposits 
easily obtained at comparatively low rates mills m the past have specu- 
lated m cotton or carried larger stocks of finished goods than the state of 
the maiket justified and that some of them have even used this ciecht 
for extension of plant and machinery with the lesult that with the shnnk- 
oge of such credit an embarrassing situation is' cieated for such concerns 
Will you kindly tell us what your experience has been m the mattei? — ■ 
This statement is absolutely incorrect so far as Ahmedabad is concerned 
I suppose the reference is to incidents which happened m Viramgaum 
and Broach where a small group of mills came to grief and this was 
mainly due to recklessness on the part of the managing agents If the 
managing agent has got two or three concerns and if he finds trouble m 
one of them and he withdraws the capital from anothei concern, it is the 
’duty of the Board of Directors to prevent it or it is the duty of the bank 
to see that no monies are withdrawn from the concern for which they had 
been taken 

4517 No banks are involved m this case I suppose the parties in- 
volved are the mill authorities and the managing agents? — Somtimes 
banks also advance money to the managing agents and it is only when 
the latter misuse the same for their personal purposes that the mills come 
to grief 



4518 Were these mills that came to grief m Ahmedabad? — Two of 
them weie It was a managing agency concern and it had 5 mills under 
its management 

4519 You have said that in Ahmedabad it is not the practice for mills 
to go to b ank s for accommodation That being so, I am at a loss to 
undeistand your leference to banks? — Generally speaking, the mills do not 
go to banks for accommodation, but there are instances vhere mills do take 
small advances from the banks I do not mean to imply that mills do 
not keep any banking accounts at all 

4520 If it had been only a little amount, it was not likely fhat it 
might cause any great embarrassment to the mill If you had not made 
any reference to banks and stopped there, it would have been all right 
So peihaps the words “and banks” were added rather incautiously? — Yes. 

4521 Mi Mann Subedar Did any depositors lose m the particular 
clash to which you have leferred? — Yes, they did 

4522 Therefore, from the view-point of deposits, there is the danger 
to the system woiking very well m Ahmedabad as the depositors might 
get nervous about their deposits and would withdraw them from the other 
mills as well Is that not so 9 — Ahmedabad depositors are very 'shrewd 
people They knew full well that it was only because of the careless 
action of the managing agents that the mills had come to giief In spite 
of the fact that some set of mills came to gnef, the deposits m other 
mills did not dimmish appieciably and the public still retained confidence 
m others 

4523 Chairman Your pomt is that that was only a particulai meident 
and no generalisations could be inferred? — Yes 

4524 You said that Ahmedabad is perhaps the only place m winch the 
industry runs on finances received from the public and the managing 
agents with veiy little oi no assistance from banks While congratulating 
youi Association on this position of the industry m Ahmedabad, may I 
ask you to explain to us the reasons why what is possible for the industry 
in Ahmedabad is not possible elsewheie? — The position is this So far as 
the Ahmedabad industry is concerned, the industrialists have completely 
identified themselves with their concerns As far as my information goes, 
Bombay mills used to be financed largely by public deposits until a few 
years ago, and even m the case of the Sholapui mills it used to be so. 
If the managing agents had only taken caie to look to the mteiests of the 
public depositors there would not have been any trouble When once 'the 
agents do not take minute care about these deposits, the confidence of the 
public is natuially shaken and the deposits are withdrawn 

4525 Would I be correct when I say that so far as Ahmedabad is 
concerned, the managing agents are able to keep the confidence of the 
depositors because of their business rectitude? — Yes 

4526 Does the difficulty m other places m getting finance arise from 
the fact that it does not give an adequate return 9 — It is the business 
integiity of the people in charge of the management of the mills that is 
responsible foi the attraction or otherwise of public deposits 

4527 That being the position, would it be correct to blame a bank if 
under those conditions it refused to come to the rescue of the mill m a 
case v here due to the lack of business integrity on the paib of the 
management, the depositors lose their confidence 9 — There are two views 
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to be taken in this matter One is that the bank should see whether 
the confidence of the public has been shaken merely because of temporary 
trouble of the concern or whether it has been shaken because of the 
wasteful management on the part of those concerned If it is only a 
temporary affair, my point is that banks must come forwaid, and my 
complaint is that banks do not do so even when they full well know that 
the business mtegiity on the part of the management is sound 

4528 I am referring to cases where the mills had lost the confidence 
of the public because of wasteful management Would you advocate that 
banks should advance monies to such concerns also 9 — No, certainly not 

4529 Mi Manu Subedar If you were told that the deposits' in the 
case of the Nagpur and Swa'deshi Mills m the management of Tata Company 
m Bombay had gone down, would you say that that was an exceptional 
•case or would it come under the other class, viz , absence of integrity? — 
I would say it is only an exceptional case This might be .due to the lack 
■of confidence on the part of depositors m the mills, geneially because of 
mill-failures, and the general depression 

4530 Youi committee have expiessed then opinion that banks ought 
to take up at least one-third of the block-account in debentures and advance 

' fieely on the security of liquid assets with about 25 pel cent maigm and 
that such advances, should not be dependent on the standing of the agents’ 
firm, nor on the guarantee of the agents It has been suggested that the 
correct method is that capital expenditure or block should be put up by 
the investor and not by the banks Do you agree? — I do not agree There 
is no country in the world whose industrial concerns are merely financed 
by Industrial banks The banks as such ought to take a hand m the 
mdustnal concerns of the country although the banks might have obtained 
their working capital through short term deposits The banks can naturally; 
finance the industrial requirements from their other resources such as 
Reserves, etc , winch are more or less of a permanent character 

4531 Is it so in England? — In England, the Lnncashne mills were 
given large amounts by the ordinary banks There are no industrial banks 
in England 

4532 Will I be conect in saying that banks m England financed the 
Lancashire mills only to provide facilities of reconstruction? — The position 
is tbis In England the view that the banks took was that it was a national 
industry and that it was the duty of banks to help them, but here m this 
country, the banks take the view that the mills might go to dogs and 
that it was not the duty of the banks to finance them and thus to pull them 
•out of danger 

4533 You know this help was given for re-constiuction as I have already 
said Finances were not given for the ordinary working expenses or the 
ordinary expansion of the business or for block It w T as given with lefeience 
to a geneial scheme of rationalisation In fact I read recently m the papers 
"that the mill authorities in Bombay are also trying to w'ork out a scheme 
of rationalisation I do not know what will happen, but if they are able 
to formulate a concrete sche&o and later if the banks refused to come to 
the aid of the mills concerned, then you might be justified m making a 
complaint against banks m the way you did? — I will submit another 
instance An English bank m India lent out a large sum of money to an 
Industrial concern m this country It was for the capital outlay 
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’ 4534 Could you give the name of the bank 9 — I do not want to disclose 
•the name of the bank for obvious leasons 

4535 Mr Buckley Are you refenmg to a transaction which took place 
-up-country? — Yes, and I know the actual facts 

Mr Buckley (to Chairman) I can give you all the facts about the case, 
I know the name of the bank myself 

Witness I am absolutely ceitain of the facts What I want to submit 
is that an incident heie or an incident there should not be regaided as the 
geneial policy, but if this Committee were to make enquiries >t will find 
that banks m foreign countries do advance even foi block lequirements of 
mdustnal concerns 

4536 Chan man You have studied the position and so have I, and 1 

daiesay the membeis of the Committee as well Except m the ease of 
G . banks of Geimany, we do not find that it is the general policy, 

of the commeicial banks in othei countnes of the world to do this kind of 
work Do you agiee 9 — I do not say that it is the general policy What I 
say is that they do take an interest m financing industrial concerns 

Mi Ehaitan Do you know that m Austria and Hungary the commercial 
banks act m the same way m these matteis as the German banks? — I have 
n.' knowledge 

4537 Sir Hugh Cocke Are you a director m any bank? — No I am a 
membei on the consulting boaid of tile Bank of India at Ahmedabad 

4538 Supposing a concern has been staited with a capital of Bs 30 
lakhs and supposing it wants to raise another Bs 10 lakhs to complete its 
■block, would you considei it a bankmg proposition to advance that money 9 
— No If the concern would requue Bs 2 or Bs 3 lakhs, I would not 
object 

4539 I am putting it to you as a point arising from your own sugges- 
tion that banks ought to come forward m taking up at least i/3 of the 
block-account m debentures? — I would not advance the amount as a loan, 
but. I would certainly take up Bs 10 lakhs in debentuies 

4540 Mr Ehaitan And subject to a margin of 25 per cent on liquid 
assets you would consider it a business proposition? — Yes 

4541 Mr Manu Subedar Is it youi view then that m regard to in- 
dustries generally, banks m India have kept themselves m close isolation 
and have not come forward even to help sound industrial concerns 9 — Yes, 
that is my view They do not even help m financing small amounts 

4542 Considering that the bulk of the working capital of joint stock 
banks consists of short term deposits, would you find fault with them if 
.they desire to have their funds so invested as could be realised at short 
notice 9 — No, I would not find fault but they have got their own subscnbed 
capital and leserve fund out of which they could advance 

4543 Those resources would naturally be relatively small and would 
they be adequate for doing this part of the business 1 ' Moreover, would 
not the shareholders of the bank blame the bank management if they would 
invest their momes, say the sum of Bs 10 lakhs m debentures as you said 
a httle while ago, and thus lock up their funds? Moieover there may be 
eeveial other concerns like this Do you want, the bank to finance all the 
concerns and if they have to do so, do you not think that they will require 
a very huge capital, say Bs 2 or Bs 3 crores 9 — I do not say that one bank 
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alone should finance all concerns Theie may be othei banks who might 
be able to do so After all theie may not be much demand as established 
concerns will not go in foi funds 

4544 Therefoie youi refeienee is only to new concerns, and youi pro- 
position is that to the extent to which the banks will be able to finance 
safely, they should do so 9 — Yes 

4545 Mr Kliaitan In order to undei stand the point fully, may I ask 
one question 9 Supposing one concern goes to the bank and takes deoen- 
tures The bank will be able to sell those debentures m the market and 
with the name of the bank behind it people may have confidence and may 
buy those debentures Supposing anothei concern then approaches the 
bank and the bank might be able to help the other concern too So jou 
think that the commercial banks as they exist at present might be able 
to help companies both foi p inposes of block account and for uorkmg 
capital i — Yes 

4546 Charnnan Now about these debentures would the mere fact 
that a bank has, to stait v, ith, invested money, make those debentures 
mcie marketable? — In my opinion, it would 

4547 Have the ]omt stock banks always lefused to advance against 
block 9 — That is so 

4548 Have they not advanced money on the mortgage of the block? — 
They have insisted on the personal secunty of the managing agent 

4549 I hope youi lemaiks do nofc apply to the Imperial Bauk so long 
as the present Imperial Bank Act lemams m foice? — I submit, Sir, that the 
Impeual Bank has refused to advance money even on the working capital 
of the concern, which is something perfectly permissible under the Act ae 
it stands 

4550 Bo you not admit that befoio the Impeual Bank can advance 
any money, it must be satisfied about the secunty which is ofleied 9 — My, 
submission is that the way m which the Impeial Bank woiks is wrong 
If the Impeual Bank veie to follow the same system as has been followed 
by the Bank of India, for instance, it would be moie helpful to the con- 
cerns As it is, the agent of the Imperial Bank, who is a Euiopean gentle- 
man, when asked to make a lepoit on behalf of a particular party would 
depend on his shiofi foi information legaidmg the .status and financial 
position of the party On the otliei hand, the sjstem* followed by the 
Bank of India is to have a local board of dnectois who take the fullest 
lesponsibihty foi any lecommendations that they make In my opinion 
if the Impeual Bank were to work on the same lines, it would satisfy local 
requirements 

4551 Chan man (To Mr Lamond) The Imperial Bank has not got an 
advisory boaid m Ahmedabad, but it has one at Bombay Now what is 
the system on which the Imperial Bank pioceeds? Is your agent at 
Ahmedabad the final authonty 9 

Mi Lamond The agent submits his report to the Bombay board and 
the Bombay board decide 

4552 Charnnan So they do not decide solely on the advice of the 
shroff a demand from a mill at Ahmedabad foi an advance for working ex- 
penses?-— (Mi Lamond) The local agent puts his lecommendations up to 
the Board at Bombay and it is the Board at Bombay which will decide whe- 
ther this advance can be given and what security should be demanded for it. 



Witness My submission is that even if half a dozen men of the ability 
of Sir Puishotamdas Thakurdas were to be on the board of the Imperial 
Bank at Bombay, they would not be able to find out all particulars about 
each and every party on whose behalf pioposals weie made to the Imperial 
Bank, either at Ahmedabad or up-countiy centre 

4553 Mr Lamond The membeis of the local Boaid can make indivi- 
dual enquiries 

Witness I have known eases m which a party worth 3 or 4 lakhs has 
been leported as woith ten thousand only, and also wheie a company woith 
a few thousands has been lepiesented to be worth some lakhs 

4554 Chairman You said that the Imperial Bank agent makes enquiries 
thiough his shioffs Do you mean to say that these shroffs are to that 
extent untiustwoithy ? Would they mismfoim the bank authorities about 
the position of a paiticulai party? — It is not possible for a shroff to find 
out exactly the status and the position of each and eveiy peison After 
all he will approach ]ust one or two oi at the most thiee paities with whom 
he is mostly m touch If, on the othei hand, local advisoiy boaids weie 
set up, thej- would be able to make complete enquiries from all possible 
souices as they would be m touch with a considerably wide range of people, 
and thus they would be able to furnish information which would be raielv 
disputed, while enquiries by mere shioffs aie not likely to result m satis- 
factory leports m all cases 

4555 Mr Lamond Can you tell me w hether your shioffs belong to the 
indigenous banking community? — (Mi Lamond) They aie our men, trained 
b\ the bank 

4556 From what class are they taken? — They are local men But, 
Sn, our enqumes are not confined to enqumes by shroffs only, our agents 
make enquiries too 

4557 Chairman (To the witness) So you think that the only way in 
which this can be remedied, so fai as the Impenal Bank is concerned, is 
by having local advisory boaids? — It is a very important pioposition m my, 
opinion 

4558 Mr Buckley This suggestion of local advisory boards no doubt 
has its advantages But do you not think that a disadvantage would be 
that a merchant of Ahmedabad would hesitate to do his busmens with a 
parhculai bank on whose advisoiy boaid a certain competitoi of his sits, 
on the giound that he would disclose his business to his uval? — The ex- 
perience gained so fai by the Bank of India has been ]ust the leveise The 
people who are asked to woik on these advisoiy boaids should be people 
who aie expected to tendei the best and most disinterested advice to the 
Board at the head office, legaidless of peisonal rivalry or othei similar 
considerations 

4559 You do not think a meichant whose competitoi is sitting on the 
local Board will remove his account to anothei bank? — YTo 

4560 Mr Khaitan With legaid to this question of Mr Buckley, if 
his contention were correct, m youi opinion would not similar difficulties 
arise m the case of the dnectois at the head office 

4561 Then as regards the Impenal Bank, you said that it should not 
be necessary to hypothecate stocks with the Impenal Bank m ordei to get 
advances for working capital Is it because you think that the Impenal 
Bank, even as at piesent constituted, is at liberty to advance money on 
two signatures and that m the case of the mill, the mill and the mar«agmg. 
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tigent could furnish the two signatures lequired by the constitution of the 
Imperial Bank?— That is so 

4562 Is it your intention that on the stiength of these two signatures, 
the Imperial Bank should, m piopei cases, advance money for working 
capital without requiring the hypothecation of stocks ? — That is so 

4563 Is my impiession conect that at piesent in. India the banks 
refuse to advance any money for block puiposes, that is, eithei for exten- 
sion of the mill or for replacement of old machinery by new? Is that 
yoor experience? — That is so 

4564 Even if a bank weie prepared to advance money for working 
capital and if they later came to know that the money advanced would be 
utilised for extension of the mill or for replacement of the old machinery, 
would the bank hesitate to make the advance? — I cannot say definite!} 7 

4565 Chairman We have been told by a bankei that the chief reason 
foi the want of adequate support to the industry from the banks is chat 
ig i£ not a profitable industry at piesent and that as year after jear them 
have been losses and reduction m capital, there has been a fall m the valve 
of the securities held by the banks and that they are therefore reluctant 
to make advances to some of the textile mdustnes This explanation was 
given with reference to the Bombay mills Will you give us your experience 
as regai ds Ahmedabad? I think you have aheady answered that You 
do not approach the banks because jou geneially get money from your de- 
positors You have also lefeired to the confidence which the depositors 
have m the mills As legaids advances against liquid assets will you 
kindly tell us if the banks usually insist on the additional guarantee of 
agents?- — That is so 

4566 If a loan has to be only on the liquid assets, surely those assets 
must be hypothecated to the bank? — I agree 

4567 It has been stated that m some cases managing agents provide 
finance to the cotton mills on consideration of being appointed igents for 
buying raw matenal and selling oi distributing the pioducts of the mdustry 
concerned Is that your experience m Ahmedabad? — It is for the selling 
that they get a commission, not for buying 

4568 But m Ahmedabad the raw material is qiute close to the m 11s? — 
Yes, but it is being purchased through agents oi aratias who got their 
commission on the sale of the law material 

4569 Mr Manu Subedar What is the rate which the managing agents 
charge to the company foi the money which they advance? — Never more 
than 6 pel cent 

How does it compaie with the late allowed for deposits by the company? 
—It compaies very unfavourably with the late of deposit inasmuch as the 
agent has got to advance any amount that will fall shoit of the finance 
required by the mill, and the advanced amount is letumed as the mill’s 
finances show a surplus 

4570 Dr Hyder On the other hand the managing agent has to make 
good losses if any? — Yes 

4571 Sir Hugh Coche Have you ever known a managing agent earning 
a buying commission of any soit? — Theie are agreements lik e that, but 
ihfy are nevei put into practice 

4572 Not on machmeiy? — No Ahmedabad mill agent would ever get 
'Commission on machmeiy even if the agreement permitted it 
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-are proportioned to the capital Would you like such a limitation being 
placed upon the joint stock companies’ — The two are diffeient In the 
case of nulls, the managing agents aie woilang for their own personal benefit 
and therefore completely identify themselves with the concern in order to 
finance it to an unlimited extent This will be lacking m the case of co- 
operative societies and therefore, in my opinion, it would not be advisable 
to have a limit 

4574 Dr Hyder Do you get any money from provincial co-operative 
banks? — No 

4575 Chairman "You state that the banks m your province have so far 
failed to fender any assistance to the industry Does that mean that during 
th? last 25 years this system of financing by deposits has been in force in 
youi mills’ — No 

4576 Mi Lamond The Impenal Bank has helped the mills and it 
does lend — I have never said that the entire financing is done by financiers, 
it is done by banks also But as fai as the exchange banks aie concerned, 
they have never taken a hand m the Ahmedabad mill industry 

4577 I know that some of the Bombay exchange banks have lent mcney 
to the Ahmedabad mills — Not to my knowing, if it has happened, .it may 
be an isolated instance 

4578 Chairman Instead of saying ‘nevei’, would you say that 
generally speaking they have not taken a hand’ — Yes As fai as the 
Imperial Bank and other joint stock banks aie concerned, they have made 
advances of small amounts to the Ahmedabad mill industry, but the 
amounts aie insignificant consideiing the requirements of the industry as 
■Such 

4579 Has there been any drastic curtailment duiing leeent years? — 
I do not say that there has been any drastic curtailment, but I do say that 
ever since the incident of the ‘group’ to which I was referring, the policy 
followed by the Imperial Bank has been over-cautious 

4580 Mr Devadhar If there had been a limitation as m the case of 
the co-operative banks, would the banks be willing to advance more than 
they do at present ? — I , do not think so 

4581 Chairman Can you tell us whether you have any information as 
regards commercial and industrial concerns m Ahmedabad financed by 
banks in Bombay dnectly or mdnectly through the shroffs? — No 

4582 The case mentioned by Mr Lamond was one such case, wheie an 
Exchange bank m Bombay financed the mill industry in Ahmedabad But 
you have no knowledge of this case’ — No 

4583 You complain that money has been drained away fiom Ahmeda- 
bad to the detriment of local tiade and mdustiy I believe you refer to the 
deposits received by the blanches of banks having their head offices outside 
'Ahmedabad? — That is so 

. 4584 Dr Hyder Do you also include Government m this process ?- 
Of course 

4585 Chairman You are piobably aware that there is a general com- 
plaint preferred fiom time to time m all parts of the world against the joint 
stock banking system/ one of the features of which is to spread its activities 
over a wider area and a greater range of trade and industries than is the case 
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with private banks Have 3011 any statistics to show how the position of 
trade and industry in Ahmedabad has been affected by this diveision of 
funds to other areas? — I have not got any statistics to submit, but as far 
as 1 know, moie than a croLe and a half of lupees has been drained away 
ficm Ahmedabad by the branches of the Bombay banks which could have 
been profitably employed m the local industry 

4586 When you say ‘profitably employed’, do you mean that it would 
have led to a reduction m the late of mteiest chaiged to depositor? — No, 
theie would have been an expansion of the mdustiy by the fiee movement of 
deposits 

4587 Would it not also follow that theieby the development of industries 
in some other place would piobably have suffered’ — My point is that when 
a bank takes deposits m Ahmedabad, it is its primary duty to see fiist to 
the needs of Ahmedabad and then, if theie are any surplus funds left, engage 
them piofitably m other centres 

4588 But your proposition is that banks do not at present advance 
money to industries except on certain forms of security, which aie re- 
pugnant to the managers or authorities of youi mills That being so, if 
the\ simply letam the money at Ahmedabad, it would have helped nobody? 
— Yes 

4589 Mr Khaitcin You lefeired to the expansion of the industry in 
Ahmedabad being possible Do you simply lefer to the extension of existing 
cotton mills, or the establishment of new cotton mills, 01 to the establish- 
ment of other industries’ — I refer to all the thiee 

4590 Could othei industries have come into existence? — Theie are 
about three 01 four other industries m Ahmedabad which would have 
flourished if the banks had helped them 

4591 Could you give us the natuie of these industries’ — Theie are oil 
milk and the oil seeds being a crop growing lound about the Ahmedabad 
district, it would be advantageous to ciush the oil in Ahmedabad instead of 
eairymg it to other centies for crushing Then there are floui mills and 
match factories, which could have obtained funds fiom the banks to their 
advantage 

4592 In this way industries would have flourished and othei industries 
might have come mto existence’ — Yes 

4593 Chan man That would have been possible only if the banks 
changed then methods’ — Yes 

4594 Di Hyder Do these banks offer higher lates to depositors than 
mills do? — Theie is piactically not much difference, the diffeience will be 
i or 1 per cent 

4595 Does the Impenal Bank offer 5^ or 6 per cent? — No, the Impenal 
Bank must be giving 3{- per cent for their deposits 

4596 What othei banks aie getting deposits? — The Bank of India and 
the Cential Bank of India 

459/ What do they offer’ — They are offering 4$ to 4f per cent; for 
twelve months 

4598 Still why do people put their money m these banks’ — Certain 
classes of people say the official class, always go to banks and only m the 
absence of banks would they go to the mills 
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4599 Do you not tlnnk that they would send their money to Bombay 
for deposit? — They have not the capacity to do it 

4600 Mr Devadhar You say that there is scope foi the devekpment 
of other industries, eg, oil, floui and matches, was it not possible for lead- 
ing financiers in Ahmedabad to help these mdustnfes ?— They themselves 
are short of funds 

4601 But you gave us to understand that you had plenty of money 
-and never suffered — We have been able to meet our requirements Jtully, 
so far as the cotton industry is concerned, but theie has not been any 
surplus to finance the othei industries 

4602 Mr Lamond Do the Ahmedabad financiers hold Gover nm ent 
paper? — .Very few 

4603 Chav man You suggest that banks should come forward to assist 
I, he internal trade by accepting 30 to 90 days drafts as is being done by 
foieign banks who finance the impoit of foreign goods Will you kindly 
tell us how according to the experience of the members of your Association 
‘the foieign exchange banks finance the import of foieign goods 1 ? — The goods 
aie shipped mostly from England or the United Kingdom and 30 to 90 
days diaft is drawn on the importer The latter has the choice to pay 
it within that time and if he is not m a position to do so, the bank ware- 
houses the goods and when the impoitei is able to obtain funds, he pays 
off the bank and gets the goods 

4604 You aie of opimon that the introduction of a system of acceptance 
'credit foi inland bills would help the internal tiade of the country just 
as it helps the finance of the foieign trade of the country Can you tell 
us why theie is no such system m this countiy? — No such system has 
existed m this countiy, because the banks exist heie merely for taking 
deposits and advancing to those who come with folded hands to them 
They have never cared to canvass business In othei countnes we find 
that banks canvass business just as much as any commercial concern 
Heie, on the other hand, banks have always held that they aie existing 
meiely foi taking deposits and advancing on the safest secunty •without 
ihe least idea of helping the commerce, tiade or industry of the country 

4605 Are not Muddati Hundis something like these 30 to 90 days’ 
drafts ? — No, they have nothing to do -with the financing of tiade Mer- 
chants who have got a certain status will diaw a hundi of 30 to 90 days 
and the bank accepts it if it is satisfied that the status of the merciiant 
is satisfactory, but it is not being negotiated foi the financing of trade 

4606 But it is used for financing — That is a different proposition 

4607 Mr Devadhar The bank does not come forward to help the 
-particular concern, but recognizes the credit of a particulai individual? — 
'That is so 

4608 Mr Lamond I know that a certain amount of canvassing has 
been done by banks in Ahmedabad, but apart fiom that business houses 
ought to go to the bank and state what then requirements are The banks 
’do business of the nature you have referred to, i e , they take bills If 
the Ahmedabad mills well not state to the banks what their requirements 
are, vou cannot force the banks on them — I think the duty falls on both 

4609 Chairman So fai as I know, the system of Muddati hundis has 
'been in vogue m this countiy for a number of years Would not that be 
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equivalent to these 30 to 90 days drafts? — No, because those dealing m 
Muddati hun d is are a class of people, separate from those engaged in trade 
and co mm erce Theie are about 300 merchants m Ahbaedabad who are 
dealing m piece-goods If the banks had caied to canvass business, they 
could easily have got 20 to 30 per cent of them to draw 30 to 90 days- 
draft against those to whom they are consigning the goods These mer- 
chants have to extend the credit to upcountry meichants and it would 
have facihtated them if the banks had discounted their bills 

4610 Is that m answer to the last part of my question whether you. 

anticipate any special difficulties in the development of trade acceptance 
credit m this country? — No I feel that there are no dealing houses 

here, with the lesult that the charge which the banks aie called upon to 
pay for discounting hundis is high Naturally it would be difficult for a 
bank to discount a hundi unless it has its own branch m the other centre 
Supposing I have to consign my goods to Bezvnda, unless the Imperial 
Bank has a branch at Bezwada, it vail have to discount the hundi through 
another bank, and therefoie I shall have to pay a higher late for dis- 
counting it It is essential m my opinion to have a clearing house for 
each Presidency, wherein the hundis can be cleared and the bank charges 
kept as low as possible 

4611 Theiefore, am I collect in assummg that the only difficulties 
which stand in the way of the development of trade acceptance credit nr 
this countiy are firstly, more sympathetic treatment on the part of the 
existing banks and, secondly, the establishment of clearing houses which, 
would bring down the rate of interest? — That is so 

4612 But if I undei stand you conectly the essential need is more 
sympathetic treatment on the part of existing banks? — Yes 

4613 You mentioned the joint stock banks and the Bank of India. 

Is not the Bank of India taking any interest m the development of thiB 
part of the business? — It would not pay it, unless the bank has a branch' 
upcountry where the goods are being consigned, it would not pay Ino 
bank oi the merchant to discount the hundi The rate that wall be asked 
for by the bank upcountiy wall be a very high one which the knerchant 
may find it difficult to pay. 

4614 That can only be solved by the establishment of (more branch 
banks at vanous mofussil stations m the countiy? — Not necessarily; it can 
be solved by an agreement among the banks undei taking to charge only, 
a particular rate foi the purpose of discounting bills Suppose the Im- 
perial Bank negotiates a hundi from Ahmedabad to Bezwada The 
Imperial Bank, even though it may not have a branch at Bezwada, may 
come to an agreement with the branch of a Madras bank at Bezwada 
chat any hundis which the Ahmedabad office of the Imperial Bank drawB 
upon it will be dealt wath at a particular rate, similarly any hundis that 
are drawn by that bank on Ahmedabad oi other centres would be dealt 
with at the same late If such an agreement weie aimed at, there 
would be no need to wait until more branches are opened by the Imperial 
Bank 

4615 That does not wholly settle my difficulty You are talking of two- 
stations, Ahmedabad and Bezwada, but there 'may be a third place say, 
m the Madras Presidency where no bank has a branch As it is, there 
are numerous places m India where no banks exist — For such centres 
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branches will have to be opened or they could be dealt with by arrange- 
ment with a shroff of the place But until an agreement is leached among 
the banks to deal with the drafts at a paiticular late, it would not pay 
the merchant to negotiate through the banks diiect 

4616 Mr Khaitan Are not Muddati hundis simply accommodation, 
hundis diawn by a person either on himself or on a friend on 30, 60 or 90 • 
days sight," not backed by any documents of title to goods? — As far as my 
knowledge goes, that is so, but partly they may be for financing trade 

4617 Oidmanly, Muddati hundis, as they ex,st in India, aie purely 
accommodation hundis and they are not tieatod as acceptances m the 
sense that they do not repiesent any actual transaction? — Yes 

4618 The tiade acceptances that you refei to would be drafts drawn in. 
respect of specific transactions oi goods If a mill m Ahmedabad buys 
Tirupur Cambodia, the firm m the Madras Piesidency should be able to 
diaw a bill on the Ahmedabad mill, on 30, 60 oi 90 days sight and it a 
bill of lading were to be attached to it (eithei D/A or D/P according to 
the standing of the parties), the Ahmedabad mill would accept the hundi 
and either the goods would be stored m the godown of the bank or if it 
is a D/A bill, the railway receipt would be handed over to the buyer and 
payment made according to the usance hundi? — Yes 

4619 Similarly, in the case of sales If you sell goods to a customer 
at Muzaffarpur, you should be able to discount a hundi drawn on your 
buyer on 30, 60 or 90 days sight and the bank should easily be able to- 
negotiate these hundis? — Yes 

4620 If the bank m Ahmedabad has not got a branch at the place to- 
which you send the goods, you said a bighei commission has to be paid 
Is not that because the bank m Ahmedabad, not having a branch at the 
place of destination, has to get it done thiough another bank and the bauk. 
which realises the money from the buyer charges a commission, and the 
bank that negotiates the hundi at Ahmedabad also charges a commission? — 
That is so 

4621 Therefore two commissions are involved, the result of which is- 
that, not only because the banks do not canvass for busmess, but also 
because of the higher cost, these bills have not come into existence In. 
your view this difficulty could be solved if there were some arrangement 
between the different parties, or where banks do not exist, between the 
banks and shroffs, vdiereby the busmess could be done by charging one 
commission only by the bank which first negotiates the hundi — That is so. 

4622 Chairman Mr Khaitan referred to hundis backed by railway 
receipts In voui province is it not the custom to make use of these for 
the purpose of obtaining credit? — Very rarely 

4623 In certain other piovmces we know that use is made of them, 
and a complaint w r as made that owing to the practice of railway companies 
these could not alwavs be relied upon We undeistood the Other day that 
owing to a change made m the Sales of Goods Act, that difficulty has been 
removed, but that custom does not prevail m your province ? — No 

4624 The Bolmbav Committee on this point say “We have tried to 
ascertain whether bankers or tradeis have experienced, or anticipate, any 
special difficulties m introducing the system, but the only explanation- 
that is forthcoming is that it is not the custom “ If that is so, there - 
ought not to be any difficulty In any case, if Indian businessmen m. 
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'Bombay were willing to change the custom, there would be no difficulty 
in staifcmg an arrangement connected with hundis - backed by railwav 
receipts, which, so far as we are aware fiom the Provincial Committees’ 
repoifcs, have come into vogue m other provinces — There would be none 
jf only banks caie to canvass this sort of business and come forwaid with 
reducing the banks’ charges by making some agieement with other banks. 

4625 Mr Lamond In legard to these tiade bills, you say the bank 
charges axe too high 9 — My complaint is that they are not only high but 
the banks are also not canvassing foi the same Theie aie not enough 
blanches of the Impenal Bank to do this business 

4626 We have over 160 branches all ovei India — But that is not enough 
for such a big country hke India 

4627 Chan man So one of the difficulties in the way is the fewness 
of the bianch banks in India And that is piecisely the reason why I 
put to you the question because we have been told by other witnesses that 
there is no need foi fuither branch banking m this country 

4628 Dr Hyder In legard to this canvassing is it your view that the 
hanks ought to have shown a little moie enteipnse 9 — Yes 

4629 If theie are no obstacles m the way, what do you think can bo 
done to introduce and develop the system 9 I note yom first point is that 
at piesent theie is no co-oidmation between the existing banks and the 
tradeis 9 — Yes 

4630 Even if that co-ordination could be seemed, you do not think 
it mil be wholly successful 9 — Two things should be done Eiistly, there 
should be a clearing house foi hundis in all piovmcial capitals and secondly, 
bianch banking should be tuitlier extended 

4631 You state that if bettei banking facilities aie made available 
to up-countiy knerchants tc enable them to send their cotton to Ahmeda- 
Dad foi sale, Ahmedabad would become a big centre foi ieady cotton. 
Will you kindly tell us if any attempts were made to secuie banking 
facilities for this object and whethei theie was no response from the 
banks 9 — That is so again Theie again it is a question of eo-oi duration. 
Ahmedabad is a veiy big centie which consumes about 4 9 lakhs of cotton 
bales Most of the cotton that is purchased now is thiough middlemen 
to whom commission has to be paid and then these middlemen have to 
pay commission to the up-country people, which ultimately leduces the 
profits of the gioweis If banks weie piepared to afioicl facilities by 
opening a warehouse and let the people know that they aie piepaied to 
advance up to 75 oi 80 per cent of the value oi the goods lodged with 
them, then naturally a maiket will be cieated m Ahmedabad and then 
it will be to the ultimate benefit of the giowei as well as to the mill concern. 
The benefit to the mill concern will be that instead of knocking about from 
place to place for its requuements it will leadily be able to puichase the 
-quality it requires from the warehouse 

4632 Mr Lamond Aie theie possibilities of having godowns m 
Ahmedabad? — Yes, there are private places which could be hired by Danks. 

4633 Mr Lamond How many bales could the godowns hold^ — They 
could hold about 20,000 bales 

4634 As a knatter of fact the mam difficulty we found vn Ahmedabad 
was that people weie not willing to pledge their stocks m the warehouses 9 — 
It is not the big meichants and dealers who will deposit tneir stock in 
the warehouse, but small tiadeis will not hesitate to do so 
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4685 How many bales you think these small traders will have’ — They 
may have 50 to 100 bales of cotton each 

1636 Seth Hap Abdoola Haioon Whom aie you referring to, the 
-smaller tiadeis oi the 'cultivatois who will store then pioduce m the ware- 
house? — Some cultivatois who aie fanly w r ell off may also do so like other 
tie dei s 

4637 Mi Devadhai Can you tell us udiat piopoition of the cotton 
which is consumed m Alimedabad itself b} the mills is piodueed in. the 
Alimedabad Disttiet 0 — About 75 to SO pei cent 

4638 Could you tell us how the mills collect the cotton’ — Some 
farmeis wdio aie fanly well oft sell it dneet to the mills, otheis w r ho ait not 
sc well off sell it to the sow'car wdio finances him and as the latter is -molt 
of finance, he in Ins turn sells it tlnough the town shioff who finances, lum 

4689 Do not the mills advance monies to these growms themselves’ — 
No such piactiee exists 

4640 Does the small agncultunst tiy to collect Ins requirements of 
finance through co-operative societies’ — You know that co-opeiatne socie- 
ties aie veiy unpopular in my district 

4641 Di Hydei Why is it so’ — I do not know what it is due tc I 
know that duung the floods m 1926-27 Mi Devadhar Died to adv ince 
inonej as lelief to the sufferers on a eo-opeiatne basis, but the people 
refused to accept such loans 

4642 Mi Devadhai Do you think it would be advantageous to the 
small faimei to maiket his ciops on a co-operative scale’ — Yes It has 
succeeded m Suiat, because the condition of faimeis and agriculturists 
m Suiat is fanly good 

4643 Do you considei that there is scope foi pnmaiy marketing’ — 

Yes 

4644 And foi that puipose do j ou think the co-opeiative oigamsation 
for the purpose of marketing would succeed’ — That I a'm unable to sav 
owing to lack of cooperative knowledge 

4645 Mr Ramdas Pantulu You spoke of the three diffeient agencies 
through wdneh cotton is purchased and sold Which of these tlnee would 
he most advantageous from the cultivatoi’s point of view’ — Decidedly 
when he maikets his goods himself 

4646 Aie there local maiket centies m and about Alimedabad ’—Of 
course there aie possibilities, but the difficulty is mainly cne of finance. 

4647 Mi Mann Subedar With regaid to the puce which the culti- 
vator is actually able to leceive, do you not consider that the mam factor 
is competition amongst the purchasers’ — Yes 

4648 Is theie adequate competition at present amongst the mi!l- 
owneis now in purchasing cotton’ — The competition is naturally restneted 
at present 

4649 Because there are only a few buvers and they in taost cases 
combine against the sellers Is that so? — I cannot say 

4650 But do you think that the range of competition will be greater 
if theie had been a warehouse where the stock could be collected and sold 
at will’ — Yes 

Vol. in 2 H 
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4651 By so doing you think the rmll-owneis will not be able to form, 
a ung lound the cultivates? — That is so, but the cultivate will not get 
a bettei price for his cotton 

4652 Chairman Will not this arrangement itself conduce to the estab 
jishment ot a ring against the sellers? — I do not think it will Because 
if the Ahmedabad mill-owner will not pui chase the cotton, the cotton can 
easily be sent to B drab ay wheie theie aie any numbei of purchasers Aftei 
all the cultivate is not losing m the tiansaction, foi Ahmedabad is only 
on the way to Bombay 

4653 You state that the chaiges foi remittance aie very heavy, and 
that these can only be remedied by fhe expansion of banking and mter- 
hankmg competition Will you lundlv tell us what chaiges the merchants 
in Ahmedabad have to pay and whether there is no comoetition between, 
/he local banks m this business? — Theie is ns cdmpetition (Banks 
geneially approach the Imperial Bank and they come to an understanding 
amongst themselves and fix a late which has to be paid 

4654 Do you mean to say that there is a ring amongst banks m legard 
to this? — I do not say theie is a ring but all that I 'mean to convey is that 
they do come to an understanding by which the Imperial Bank would not 
sell to ordinary merchants or mill-owneis at the same ram as they would 
sell to the banks in genenl and therefore the mills have naturally got to 
pay a higher late 

4655 And the Bank of India have naturally to follow the foot-step^ 
of the Imperial Bank ? — Yes 

4656 Mr Lamond Ah- rou aware that so fai as the Impenal Bonk, 
of India is concerned there are scheduled lates faxed m legaid to this? — 
Yes, I know 

4657 Then what is your complaint? — I don’t make any complaint au 
all, but I am only mentioning facts 

4658 Chairman You state that licenced warehouses would assist the 
tiade greatly and you suggest that Government should take the initiative 
m the matter and guarantee the payment of intei est May I take it that 
you refer to the interest on the money lequired foi the building of the 
warehouse ? — Yes 

4659 Can you tell us whether vou expect thal such warehouses w r ould 
be self-supporting within a short time after their establishment? — It >s a 
big prophecy to make Until some experience has been gairfed we cannot 
for certain say m regard to this whether they would be self-supporting 
I am a member of the Central Cotton Co'mmrttee and my knowledge is 
that they have succeeded very well m Egypt and oui Committee have 
recommended to the Government the advisabilitv of having such ware- 
houses 

4660 Mr Khattan Do you think an experiment can he made by 
hiring the existing warehouses? — Certainly 

4661 Mr Dcvadhar I do not think that there is any public spirit lack- 
ing m ^oui district among co-operators for making an attempt m this 
direction and making it a success 0 — Unless there is a well defined and well 
thought out programme like that of the Congress m the piesent day and 
unless there is discipline, I do not think the co-operative move'ment will 
succeed What I mean to imply is that unless the co-operative movement 
is able to gather round it &uch public-spirited members of the public as 
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the Congress is able to do, I am afraid, the co-operative movement will not 
thrive 

4662 Chairman You also favour the establishment of mdustnal banks 
under the control, and with the a^d, of the State Do you consider want* 
of sufficient capital to be the principal difficulty m the way of staitmg new 
industries 9 — Want of sufficient capital togethei wrth the present policy 
of Government 

4663 Tberefoie, if theie is no immediate possibility of a change m the 
pol-cy of Government, would you still desne the industries to be helped 
through the Industrial Bank 9 — I think this Committee can dictate to the 
Government m the matter of pol.ey lcgardmg the establishment of new 
mdustnes Our impiession is that this Committee has been appointed with 
a view to afford _ng facilities for trade commerce and industry, particularly 
keeping in view the interests of the grower 

4664 But my point is that if there is not going to be any change m 
the policy of Government to which you refei, rvould it ‘"till be desuable 
to provide facilities for sufficient capital 9 — Yes but how can there b6 
development ot bankmg without mdustnal development 9 

4665 Chairman Development of banking is not dependent per sc on 
development of industries Even if there were to be no further develop- 
ment of industries m the country, there Mould be industries aheady ex^stuig 
m the country, there is, for instance, the foieign trade and internal tiade 
which would require banking facilities Even under the present policy 
ot Government new industries are growing up, but you think that this 
development is slow and you ascribe this slow development to a certain 
policy of Government Th.s Committee is not concerned with that aspect 
of the problem What I M'ant to know is whether any advantage would 
be gained by providing better facilities for capital even if the present policy 
of Government were not changed for some t.me 1 ’ — Certainly 

4666 Mr Ramdas Pantulu The success of an industrial bank, you 
will agree, would depend upon the facilities to develop industry If theie 
rs no such atmospheie for the development of industry, the development 
of industry would m your op.mon be veiy problematical Under the pre- 
sent conditions do you think that the scope for industries is very limited 9 — 
That is so The view of my Assoc ation is that m India there is hardly 
any industry at the moment worth speaking of except cotton, ]ute and 
coal, but they believe that a numbei cf industries will spring up if Govern- 
ment change their present fiscal policy 

4667 In vhat way? — By giving protection to industries 

4668 I knew this was at the back of your mind all along, but this is 
a question M’hich even a democratic form of Government with a demociatic 
Assembly will not be able to decide so easily In any case it is outride 
the purview of this Committee and so I M r ould not pursue it furthei But 
supposing the policy of Government m regard to protection does not 
change, M r ould you still advocate the prov.sion of better facilities? — Cer- 
tainly The view of my Association is that if bankmg facilities were 
forthcoming, industries would certainly flourish But m order to get 
Ihem established on a propel footing, it would be helpful if the fiscal policy 
of the Government were changed 

4669 Will you tell us what form m your opinion the State aid should 
take 9 — The State should guarantee a particular amount of interest on the 

2 H 2 
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amount of the subscribed capital, and when a Central Bank is established,, 
it should eo'me fouvard to discount the bills of the Industrial Bank, di^ 
counting only such bills as may be maturing within a shoit penod, say, a 
yeai oi°two, so that the difficulty of the cential oigamsation m not dis- 
counting because of the Industrial bank’s debentures being for a long 
penod, may be oveicome 

4670 You say that Government should guaiantee mteiest on the share 
capital Will this guaiantee be foi a penod of yeais or will it be a peima- 
ucnt one’ — Foi a penod of yeais only 

4671 How many vears’ — Say, ten to fifteen 

4672 Mi Khaitan Would you have any objection if the Industrial 
Bank sold those debentures m the market’ — No 

4673 Supposing the Industnal Bank instead ot selling those debentures 
■winch have the secunty of one particular industnal concern only issued 
il° own debentuies, would you have any objection’ — No 

4674 Theiefoie, in youi opinion the Industnal Bank should have power 
to get capital subscribed through shares, to sell debentuies m the market, 
etc n — Yes, and if it finds it necessary to get fuitker funds, then it must 
be possible for it to get those debentures discounted by the Cential Bank 
when those debentuies aie falling due within a yeai oi two 

4675 So m your opinion the penod of usance should be one or two 
yeais’ — Yes 

4676 Tlieie is anothei method about which I want youi view Do 
you piopose that the Industnal Bank may have facilities for woikmg 
cap.tal m addition to block capital’ — Tlieie would be no harm, but indi- 
vidual eases should be examined by the Boaid 

4677 Have you any objection if the Industnal Bank took term or 
time deposits fiom the public, say, foi three months, six months, one 
year oi two yeais’ — I am afiaid I cannot expiess a definite opinion on 
that subject 

4678 Mr Ramdns Pantnlv Some witnesses have suggested that the 
Industrial Bank might float debentuies foi the supply of woikmg capital 
to industnal concerns and that it would help the concerns considerably if 
Government guaianteed the payment of mteiest Aie you m favour of 
thal view’ — I am not in favour of issuing debentures for the walking 
capital 

4679 Aie you m favoui of giving 4 or 5 yeais’ loans? — The Board of 
the Industnal Bank should be sufficiently capable of dealing with such 
questions I do not think it wall be desirable to put down the limit in the 
constitution of the bank 

4680 Chairman Am I coneet m assuming that youi intention is that the 

lesouices of youi proposed bank should consist of its shaie capital, that 
the interest on those shares should be guaianteed by Government for a 
period of 10 to 15 veais and that the debentures which it issues m the 
market and m legard to which there will be no guaranteeing of mteiest by 
Government should be discounted with the Central Beserve Bank?— That 
is so, Sir 1 r 

4681 Will there be any restrictions with legaid to loans to anv parti 
cular concern and the nature of the security ? — The loan should not exceed 
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one-third of the block account, and the security should be the block 
account 

4682 Mr Dcvadhar Will your proposed Industrial Bank assist a new 
industry if one is started? — There ought to be an expert on the board of 
the industrial bank who should be able to advise whether it is safe to 
help a partieulai industry 

4683 To what extent should the bank advance money and on what 
security 9 — That I should leave to the Board of Directors, you might put 
down 5 or 10 lakhs as the limit 

4684 Chairman Now, you aie a businessman, do you really think that 
5 oi 10 lakhs would be enough for any industry? — I am not referring to 
big industries such as, for instance, the Steel Industry which requires 
several crores Our idea is that if the industrial bank were to start many 
small industries, it would help the country much better than if it assisted 
big industries 

4685 Therefore, you would confine youi assistance to small industries 
and you would not giant more than 10 lakhs to any individual concern, 
to be given only when the bank authorities considered that the security 
was tangible 

4686 Mr Khaitan Ig it your idea that the Industrial Bank should, 
provided other conditions are satisfied, advance the whole of the money 
required by the industry or would you insist that the promoters of the 
mdustiy should find a certain proportion of the capital required 9 — 
Certainly 

4687 Would you in that case provide that the Industrial Bank should 
assist to the extent of one-third of the capital 9 — In the ease of new 
mdustnes, two thuds should be found by the industrial bank and one-third 
contributed by the promoters 

4688 Mr Dcvadhar In your scheme of the industrial development of 
the country, where will you accommodate cottage industries? — My whole 
point is that small industries should be started, helped and encouraged 
rather than big mdustnes 

4689 Do you think that industries requiring 5 or 10 lakhs are small 
industries? — I said up to 10 lakhs 

4690 Chairman Is it your intention that the industrial bank should be 
a provincial bank 9 — No, it should be an All-India Industrial Bank 

4691 Let us assume that you have an all-India bank which raises 
5 crores of lupees by share capital and which gets a couple of cioies from 
Ahmedabad You have no objection to this sum being used for starting 
some industries, say, m the Madras Presidency 9 But once these concerns 
manufacture products, you would object to money being tiansferred fiom 
Ahmedabad to, say, Coimbatore for the movement of finished art cles to 
the place where they may be required foi sale Is that your proposit on 9 — 
No If the capital of the industnal bank is subscnbed by Ahmedabad, it 
does so on its own meiits, while the case of banks taking deposits side by 
side with mills stands on a different ground altogether Take the case of 
jute mills m Calcutta, they aie giving a very good return on the invest- 
ment of shares Ahmedabad has invested something like a crore of rupees 
m jute, because the return which investors get is much better than that 
which they would have got by investing tlieir money m Ahmedabad No 



502 


one could take the least objection to such a proposition and therefore I 
have not the least hesitation in saying that if mon.es aie drained away in 
the subsenption of the industrial bank theie could not be any legitimate 
giound foi complaint The mills take deposits at a particular rate, the 
banks come m and take deposits at a paiticular late, only instead of helping 
the local industry, they take away the money 

4692 Did I understand j r ou coirectly to say that laige sums of money 
aie being invested by people m Ahmedabad m jute mills m Bengal’ — 
About Ihiee yeais back, when people m Ahmedabad found that the returns 
they could get from the jute mills share dividends were highei than what 
they were getting from the cotton mills, they sold off their holdings in 
the cotton mills and invested m the jute mills It is a lecent development 

4693 That is done by the people themselves out of their own volition 
and not by the banks through deposits which they leeeive from the 
public — That is so 

4694 That makes it difficult for me to reconcile the answeis which you 
previously gave m leply to a question from Mr Devadhar The capitalists 
m Ahmedabad aie investing money m the jute mills m Calcutta and not 
investing that money for the development of industries m Ahmedabad 
itself, though you told us a little while ago that there was great demand 
for fiesh capital for the development of new industries m Ahmedabad — 
Such things will always happen, when economic foices are working, nobody 
can stop them 

4695 Theiefoie, when you talk about the action of banks the real 
point is that it is the economic force If a particular investor wants to 
invest his money m a concern outside Ahmedabad, oi for the mattei of 
that deposit m a bank, nothing can stop him from exercising his discretion 
m the mattei ’ — That is so, but so far as the deposits aie concerned, the 
investment is the same, but heie it is diffeient There are different 
classes of investors, one class who will always invest then money m deposits, 
anothei who will take lisk in investing money in industrial concerns, and 
a thud class who will always invest m Government securities 

4696 Still the fact remains that this paiticular class of people are 
depositing then money m banks, and some other class m Ahmedabad are 
investing then money m jute mills m Calcutta and m both cases they do 
it m piefeience to investing their money m new industries m Ahmedabad — 
Yes 

4697 That depends on then personal inclinations m the matter? — 
That is so 

4698 This tiansfei of capital fiom Ahmedabad cannot m any case be 
put at the door of the banks ? 

4699 Mr Devadhar My question was why this money should not be 
available foi the extension of the development of mdustues — In almost all 
new industries the letum on capital is always very small m the beginning 
and if there aie no chances of investing outside the distnct or town wheie 
theie aie facilities to do so, nobody will go and invest outside 

4700 In the initial stages they must always make some seer lffcc o r 
be content with a smaller return — But you cannot expect the small 
rnvestois to invest their monev at a lowei yield m local industries merely 
foi starting them 
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4701 Chav man I put it to you then that if cncumsiances are as you 
"have told us, this idea of, an industrial bank is going to lead to this that 
the tax-payei as a whole has to find money foi these new industries, people 

• will not put their money m them, because they can get bettei letum fiom 
some othei industry Theiefoie somebody else has to meet the loss and 
according to your scheme, the loss will fall on the tax-payei of the country 
m general 9 — Yes 

4702 Mr Khaitan Do you think that would be to the gieatei good 
of the countiy? — Quite so 

4703 Dr Hydcr Am I coirect m assuming that you said m answer to 
the Chanman that you were foi an all-India mdustnal bank 9 — Yes 

4704 You also told him that you would like the industrial bank to 
finance new industues of small kinds to the extent of loughly five lakhs? — 
I meant to say that instead of investing veiy laige blocks m one industry, 
the policy that should be followed by the mdustnal bank should be to 
encourage the small industries as best as it could That did not mean 
that they should restrict themselves meiely to new oi small industries 

4705 In so far as you have the development of small industries m the 
various provinces of India at heart, do you not think it would perhaps be 
better to have independent units of such banks m each province 9 — The 
industiial bank will have to open out its branches in diffeient centres 

4706 Peihaps I have not made myself cleat You aie leally for having 
a central industrial bank with blanches in the provinces I put to you the 
other position, vtz , whether independent provincial industiial banks would 
not be m a bettei position to know the extent of the mdustrial development 
available m a province and so be m a bettei position to finance the small 
industries together with other large mdustnes? — I cannot say, because I 
feel that only a central bank can know the different conditions existing m 
different parts of the country Take for instance the cotton mdustiy 
If it be meiely a piovmcial industrial bank for Bombay, it may not know 
what chances it has foi development in Madras or m the Punjab If theie 
be a cential oiganisation, it may be able to take a piopei all-India view 
and instead of tiymg to develop at one centie, it may develop m Madias 
or the Punjab and theiefoie it is very essential that it should be a central 
body and not a provincial one A paiticulai mdustiy may be successful 
for the time being m a paiticulai province, but that does not mean that 
it would be successful for all time to come as has happened m America. 
There are two centres in Ameiica, one of which is affected senously on 
account of competition from the other, the latter being m the cotton aiea 
has been able to manufactuie and maiket its goods at a much cheapei price 
ihan the centie which is not so favouiably situated Even taking for 
instance the cotton mdustiy which is an established mdustiy m India, my 
view is that if it weie to be developed m Madias or the Punjab, it will 
certainly bring down the Bombay industry, because it will get cotton at 
its dooi, cheap laboui, marketing, etc , on the spot 

4707 Would that not be a desirahle development 9 — Exactly, it would 
be a desirable development and therefoie it should be a central body, so 
that the strings of all the centres may be m one hand 

4708 Chanman When you fust replied to Dr Hyder, I thought that 
your mam object was that the central body would be able to assess the 
possibilities in. various parts with Ire ipgaid to the fact that theie may not 
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be any competition among the banks at the vanous centies Supposing 
the opening of new cotton mills m the pro\mce of Madras or the province 
of Punjab has the effect of fuither depressing the cotton mill industry of , 
Bombay or Ahmedabad, would that be a consideration for the central bank 
not to help the establishment of cotton mills m Madras and the Punjab? — 
No 

4709 If that is so, I do not see the advantage of a central bank. 
According to what you say, the bank will be largely under State control, 
because it is the tax-pay ei s’ money which comes into play laigely m the 
operations of the bank If theie is a separate provincial bank at Madras, 
those m chaige of that bank, including the people lepiesentmg the Govern- 
ment of Madias, would be able to say whether from the poult of view of the 
mill itself it is a woikmg proposition or not They will not be so much guided 
by ideas of competition of the mill at Bombay. On the other hand, if it 
were a cential bank, the idea of preventing such competition is bound to 
loom large in the mind of the central bank What would you say to that 
criticism? — The view to be taken by the central bank should, m my opinion, 
be to have mdustries established m particular centres foi the greater good 
of the country I do not suppose for a minute that the authorities of the 
bank would take a narrow view of provincial advancement m pieference 
to the development of industries m centies where it is desirable and where 
it will be veiy economic to develop industries 

4710 In fact, how would the central bank apply what I may call a 
corrective remedy? You probably know that undei the constitution as 
it stands to day the development of mdustnes is a piovmcial subject. 
Therefore it is the provincial Government which will have a laige say in. 
the matter, but if the Central Government is to have a large say m the 
matter, the subject will have to be immediately biought under cential 
control Have you thought about that aspect of the question? — No 

4711 Mr Manu Subedar Do you know that m the cement industry, 
for some time theie weie more factories and the output was too much? 
Many more places Tveie prospected than were really necessaiy If the 
industry had been an all-India concern, it would have seen to it that there 
was no waste What is j our view about it ? — That has been my point, that 
if it is found desnable to develop a particular mdustiy m a particular 
province, it should be done if it would be for the greater good of the country 
Taking for instance the paper industry, if it is found desirable that this 
industry should be developed m the Punjab instead of m Madias, it can 
only be a cential body which can take that view and establish the mdustiy 
m the Punjab instead of doing it at any other centre 

4712 Chairman Pursuing the question of ovei -production, will the 
position m any -way be affected whether the industrial bank which offeis 
assistance to the mdustrv is m Madias oi whether it is a cential bank? 
Will not the bank m Madias, when it tues to assist the industn , itself 
take mto account the question of over-production? — It would 

4713 Then as a matter of fact there is no difficultv m the bank being 
a provincial one, wheieas, as I have already pointed out, the creation of 
an all-India central bank may lead to other difficulties fiom the constitu- 
tional point of view, paiticularly as your mam object is ass’stance m the 
creation of smaller mdustnes, not so much the big mdustnes like cotton 
or iron 
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4714 Mr Bamdas Pantulu It seems to me that if there is an all- 
[ndia mdustnal bank its stability will be bcttei ensuied than if the bank 
were a piovmcial one hoi mbtance, if theie be a provincial bank m 
Bombay and if there i« depression m the cotton industry, it is hkelv to 
affect the industry seriously and its shares and debentuies will depreciate 
in value If it be an all-India bank and if theie is depiession m one 
industry in a place (Ahmedabad may be piospeimg while Bombay is suffer- 
ing), theie aie other industries like jute m Calcutta, leather m Madias, 
etc , and therefore the all-India bank is not likely to be affected to the same 
extent as a piovmcial bank might be It might be able to sustain itself , 
bettei because it will have all-India resources and piospects of developing 
industries m various otliei piovmces and the chances of its being affected 
by industrial depression would be smaller What do you say to this? — I dc 
not think youi basis is a collect one Even if it is a provincial bank, it is 
not going to invest all its funds m n particular industry It will be dis- 
tributing the funds among seveial industries In this respect, the position 

of the bank vs ill be the same whether it is a cential industrial bank or 
n provincial bank 

4715 In most provinces a particular industry predominates, e g , the 
colt-on industry m Bombay — -The industrial bank is not going to be estab- 
lished in oidei to help an mdustiy -which is already established 

4716 Chairman The point made bv the witness is that the industrial 
bank is not intended to fostei large industries like cotton, its mam obiect 
being to develop the smaller industries So the point which you raised 
does not arise 

4717 Mr Bamdas Panfnhi Do vou contemplate blanches being 
‘established of the all-India bank m provinces? — I do 

4718 The constitutional difficult} does not appear to me to be real, 
because each provincial Government can contribute its own quota under 
the State_ Aid to Industries Act or some othei provision to the particular 
industries m its own province thiough the branch of the mdustnal bank 
operating theie — I have not considered that point of view r 

4719 Chairman The bank which the Millowmers’ Association con- 

templates would be largely a bank which will have to depend on the tax- 
payer and if it is the central tax-pajer, the control should pass into the 

Centra 1 Government’s hands, which will be responsible for the bank and 

for the giant of a subsidy at the expense of the tax-payer 

4720 Mr Bamdas Pantvlu There wall be no impediment m the way 

of provincial Governments making an advance from their reserves foi the 
development of small industries through the branch of the all-India bank 
in the piovince 

4721 Chairman The piovmcial Government may certainly place at 
the disposal of the bank a certain sum of money, but according to the 
proposals put foiwaid, it is the central bank which will decide whether 
that money is to be spent m the province of Madras oi m the province of 
Pun]ab If the provincial Government is not definite about spendmg the 
money m its own province, I have no doubt that the Legislature will 
object to voting the grant 

4722 Mr BarncTas Paniuhi May I know whether there is any statutory 
impediment for the piovmcial Government earmarking the money to be 
spent on the industries m the piovince? 



4728 Chav man That would clasli with the scheme put foiwaid. 
Supposing it is intended to stait a match factoiy m Madias and even if 
the Madias Government weio to say that they would make two or three 
lakhs available foi the puipose, it would be the cential bank to decide 
whethei it would be piofitable fiom the all-India point of view to start the 
factoiy m the Madias Piovmce 01 m the Punjab That being so, and if 
thev decide to stait it m the Punjab, once the money is handed over to 
the'central bank, obviously it would be used foi dev elopment m the Punjab. 

4724 Mr Bamdas Pantulu Aie there not supplemental j sources of 
grants available foi piovmcial Governments 9 — I do not see any inconsis- 
tency in it 

4725 Chan man Theie is no inconsistency, but there is no control 
by the cential bank Supposing a piovmce says that a paitieulai industry 
is to be staited at a place m that piovmce and the cential bank finds 
that it is better to stait it m anothei province, the uidustiy mil be staited 
m the other piovmce Once they relax the contiol, it cuts at the loot 
of the central idea It only comes to this, that theie should be provincial 
banks which Mould establish mdustnes m a piovmce fiom money which the 
Government of the piovmce piovides and the central mdustiial bank can 
theieaftei piovide mdustnes m any othei piovmce with the help of the 
money which the Cential Government gives That well bring in further 
complication, viz , that ceitam industries well have to be centralised, while 
certain others of the same typo will lemam piovmcial 

4726 Mr Dcvadhai In discussing the evolution of the mdustiial bank, 
have you evei thought of bunging about a federated institution 9 — We have 
not consideied it 

4727 Mi IChaitan In advocating a cential bank you considered 
that mdustnes of a certain chaiacter, eg, oil, sugai and cotton, are not 
confined to one piovmce, but that they aie capable of being developed m 
various piovmces 9 Accoidmg to youi suggestion it will be necessary for 
the mdustiial bank fiom time to time to have cxpeit knowledge about 
the conditions of vanou s mdustnes and of the details lequued foi paitieulai 
industries Would it not be costlier foi a piouncia] bank to maintain 
expeit adviseis m lespect of each paitieulai industry than foi the central 
bank, having that expeit knowledge undci its ‘contiol, to give it to each 
piovmce when lequned? — I think it desirable to call upon expert advice 
whenevei and w hoi ever it is necessary, instead of maintaining a per- 
manent staff which would be too costly, eg, if fhe sugai mduMiy is to 
he staited m a ceitam piovmce, an expeit- may be employed foi a certain 
period on a ceitam honorauum 

4728 You have alieady admitted that it would be desuable for the 
mdustiial bank to sell debentuies If piovmcial banks aie staffed t ech, 
say, with a capital of Us 20 Hs 25 oi Us 50 lakhs, would not the 
extent to winch they would sell debentuies be much smnllei than if they 
weie sold by a much biggei cential bank? — Yes 

4729 Do you not think that the amount of debentuies which the 
industrial bank would he able to sell would have some reference to tho 
amount of capital and reserve of the cential bank 9 If the mdustiial bank 
has a capital, say, of 3 cioies and a leserve of 2 ci ores', that wall be taken 
by the buyer of debentures issued by the central bank as a mnipm of safety. 
Therefore if the Central Bank has 50 cioies, it will have greater solidarity 
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behind it and be able to sell debentures at a much cheaper rate and advance 
money at a cheaper rate, which will mean better facilities for industrial 
concerns? — That is so As a mattei of fact, my Association has only con- 
templated a central organisation m lespect of the industrial hank and not 
a provincial bank 

4730 Mr Manu Subedar The object of the industrial bank is expansion 
of industries? — That is so 

4731 And not displacement 9 — Certainly not 

4732 That is to say, if there was a provincial bank working m the 
Bombay Presidency and if it found it profitable to have a couple of jute 
mills establ.slied m Bombay when a couple of jute mills were closed down 
m Calcutta, you would not say theie is no advantage 9 — No 

4733 You would, therefore, favour a central organisation? — Yes I 
want to make one thing clear Our idea has not been meiely to lestnet 
the activities of the industrial bank to the starting of small mdustnes 
Our idea is that industrial banks should also undertake to assist the indus- 
tries which have been established if funds are sufficient and if the Board 
of Directois of the central bank finds the security to be satisfactory 

4734 Chairman But it is not youi intention that the industrial bank 
which you contemplate should help m the starting of large industries m 
mew concerns? — No 

4735 You stated that it was not voui intention that the central bank 
should itself maintain experts and that when it wanted expeit assistance 
it will get it from outside by giving fees Where does the saving of expendi- 
ture come in? If a provincial bank similarly wanted to exploie whether 
the establishment of a match factoiy, say m Coimbatoie, was going to be 
advantageous or not, it might call m an outside expeit and give him an 
honoiarium Whether the central bank does it, or the provincial bank does 
it there will be no difference m expense 9 — I submit that the difference will 
be m this way, if provincial industrial banks weie to be established, different 
rates of fees will have to be paid, because conditions obtaining m different 
provinces are not the same 

4736 Mr Khaitan Is it not cheapei foi a bank to get expert advice if 
it requires that advice very frequently 9 — If it lequnes it constantly, it will 
have to engage an expeit on its staff 

4737 Suppose the central industrial bank lequnes advice, say, in legaid 
"to the sugar industry If it requires such kind of advice, say 6 times m 
the year, would it not be able to obtain that advice at a much cheapei 
orate than a provincial bank which may not requne such advice more than 
once m two oi thiee years 9 — That contingency will not anse, because it is 
not possible that on a pait'culai industry any provincial oi cential organi- 
sation will require the services of an expeit half a dozen times It will only 
be required m the initial stages, the mdustiy being left to the piomoter 
thereafter to be iun 

4738 I did not mean that such advice would be required m lespect of 
one concern only Suppose there is a cential bank and the piomoter of 
the sugai mdustiy in Bombay once lequnes assistance from the bank 
Then the promoter of a sugai mill m the United Provinces requires assist- 
ance, then a sugar mill m Bihar applies for the assistance In this way 
•the central bank will be called upon to give advice moie frequently and 



therefore it can obtain it at cheapei terms than a provincial bank 'which 
may require such advice very rarely m respect of the same kind of 
industry — Yes 

4739 Chairman You know conditions m India are very vaned and 
divergent Supposing for such expert advice you appoint a man and leb 
us assume he knows the conditions of only his piovmce If he is sent 
to another province and after going there, without knowing the local condi- 
tions he rules out a sugar lactory, what will happen when the organisers 
make a hue and cry? — After all experts are expeits and their views should 
bo considered as final 

4740 For that matter, the Bombay Banking Committee has suggested 
thit this Committee should foimulatc a scheme for starting an industrial 
ban! for the piovmce with branches where necessaiy, the larger industries 
being financed by the proposed industrial bank and the smaller by its 
blanches Di Hyder quoted the other day a statement from the Bihar 
Bepori where the people are even said to accuse the Imperial Bank for 
paitiahty m regaid to this mattei 

4741 Now, then, with regard to the issue of debentures you say that 
it debentures aie issued by provincial banks they will have to pa} a higher 
rate of interest than it would be the case if it had been an all-India bank 
I might quote an example If people m Madras know that if particular 
debentures sold there were to be utilised for development of industries m 
Bilinr, it would not be attractive to them at all Do you not think so? — • 
I do not say it will be very attractive 

4742 However, I will leave your suggestion at that as you say that 
voui Association have not fully considered this question looking at from 
all points of view'? — That is so 

4743 But supposing you had an all-India Industrial Bank, would you 
tell us what should, m aoui opinion, he the initial capital of the bank? — 
Bs 3 to 5 croies 

4744 And this amount you say would be required to finance the exist- 
ing mdustnes and foi the establishment of small industries? — Yes 

4745 You state that as the exchange banks have practically the mono- 
poly of foieign trade, they chaige arbitrary rates of mteiest and exchange 
eh.uges for negotiating drafts to and fiom India Will you kindly explain 
wh,u rates of mteiest jou lefei to and wall >011 also kindly indicate the 
arbitrary character of the exchange charges? — As fai as the rate of intei est 
is concerned they used to chaige 7 pei cent, although they have recently 
1 educed the rate to 0 pei cent When a bill is drawn from London on a 
Bomoay Company the rate at wlncli we have got to pav will be about 
Is 5}d If we were to purchase the exchange and pay it into the 
Lank, we may be able to do it at Is 6d That is what often happens 
At 'east there is a diffeienee of 1/1G to 1/8 It may not be so at th? 
pi°=ent moment, but I am quite prepaied to give specific instances w r heie 
this difference has been chaiged by the exchange banks 

4746 Mr BuclJley As for myself, to tell you honestly, I am soiry I 
am unable to follow youi line ot aigument I shall be thankful if you 
will kindly furnish us a list of specific instances to which you refei 

4747 Chan man Would there be any difficulty for your Association to 
Communicate to us confidentially, as othei witnesses have done, a list 
giving specific instances to which you refei, so that we can pursue the 
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rnattei confidentially with the piopei quaiters? — Yes, we shall le glad to 
do so 

4748 You fuithei state that when the discount iates of mteiest of the 
Bank of England may be veiy low, the late ot mteiest ehaiged by ex- 
change banks on diafts continues to be high, usually 7 per cent We have 
"been told that the usual late is 6 pei cent Is that not your expei.ence? 
Do you consider a umfoim late of 6 per cent to be excessive ? — As I staged 
7 pci cent was in vogue I do not know how long it was m vogue but 
a few months back it has been put dovn to 6 per cent When the Bank 
-of England late was 6 pei cent diafts were negotiated at 7 per cent 
mteiest 

4749 Mr Buckley I am sure you must have been misinformed in 
legal d. to this — I can say that is my own e\penence My own firm has 
paid at that late 

4750 Will you kindly let us have details about this instance as well? — 
Yes I shall send it on 

4751 Mr Sarkar Is it youi point that foieign English expoit firm will 
'be able to take a loan fiom an English bank at 4 or 5 pei cent mteiest, 
while an Indian will have to pay 6 oi 7 pei cent ? — Yes, that is so 

4752 Chan man But that discrimination only holds good m the ease 
of films having London offices who can get money fiom the Bank of 
England Is that not so? — Most of the exporting firms from England tak° 
a loan fiom the English banks at cheaper iates, but heie m this country, 
same of u<j on wdiom the English films diaw the diafts, aie called upon 
to pay a highei late of mteiest 

4753 In this mattei do the exchange banks make any discrimination 
between their English customeis and Indian customers? — If a diait is 
diawa then theie w r ould not -be any difteicnce m the treatment, but the 
diftoience comes m if the English house take a loan and then send out 
the goods to England, because it will be cheapei foi them then 

4754 You state that you aic in favour of licensing foreign banks Dave 
you any suggestions to make with legaid to the regulations that should be 
prescribed foi governing the operations of such banks? — My Associauan is 
m favour of licensing foieign banks They should be called upon to have 

* an Indian dnectoiate m India, then balance sheets should be published m 
Indio m terms of lupees, theie should be a restriction on then ‘obtaining 
deposits fiom India and they should be asked to bring m money from 
abioacl for then tiade m India 

4755 You say that they should have a Board of Indian dnectois m 
India Are you lefemng to an Advisory Boaid? — I would not mind even 
if it is an Advisory Boaid 

4756 Then as legaids restrictions on then deposits What sort of 
restrictions do you want to impose on them? — Looking to then turnover 
m India I undeistand that they are able to attract about 70 to 75 ciotes of 
rupees from this countiy Out of this amount hardly 10 per cent must be 
go.ng to assist India’s tiade and industries as such Most of .he money 
they use m the financing of foieign trade which is mostly m the hands of 
foreigneis I want that they should be asked to finance the foreign trade 
if they cared with then own money and not with the money which they 
arc able to attract from this country m the form of deposits 

4757 You said a little while ago that the question of depositing one’s 
money rests on the choice of the person who wants to deposit That being 
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so, you now say that some lestnction should be placed on the foieign 
banks accepting deposits m this countiy Would you theiefoie by legis- 
Irtt'cn take away, the mheient light fiom an individual m legaid to Lis 
right of depositing his money m any bank he likes? — Yes, m order to make 
India self-suppoitmg ceitain restrictions have to be placed on vaiious 
classes of people 

4758 As matteis stand at piesent India’s ioieign tiade is mostly m the 
bands of foieigneis Then how would you pioyide foi the financing of that 
pcit' on of India s tiade 9 — Well, the banks must be able to find their 
lesomces nom outside the countiy if they wish to continue their foieigir 
c petitions m this countiy 

4759 Theiefoie, youi new is that if these lestnctions weie imposed 
on these people, they will bung m foieign capital foi the puipose of financ- 
ing that pait of India’s expoit trade which is now m the hands of non- 
Indians 9 — Yes My point is that if the foieign banks are piohibitei Irma 
taking deposits m this countiy that money will go to the improvement; of 
the tiade, industry, and eommeice of this eountrj 

4760 After placing the lestnction of Indian depositors as regnds de- 
positing their funds m foreign banks, vou would give a free choice to these 
people to invest theii money m othei Indian banks or allow it to go into 
hoaids Is that so 9 — I am confident that the money wall not go into 
hoaids Those who deposit their money with the exchange banks at present 
do so only wnth a view to earning at least some interest 

4761 Mr Maim Subcdar Is it your intention that the foieign banks 
opeiatmg m this countiy should keep sepaiatc accounts of then operations 
m this countiy and should publish then balance sheets so far as their 
opeiations in this countiy are concerned" — That is my view 

4762 You know fhese foreign banks liavh branches m seveial pails of 
the woild and the assets and liabilities of all their blanches are clubbed 
togethei in airivmg at then balance sheet Supposing a crash occuned, 
as it did m the case of a Japanese bank a few' \ears ago as a result of 
which most of the Indian 'depositors suffered, do you not think that even 
if you provide for a sepaiate balance sheet being published m India, it 
will prove to be of no avail in piotecling the mteiests of Indian depositois 9 — 
In their balance sheet which they publish m this countiy, I take it that 
they will publish their total subscubed capital and then leseive fund as 
well to enable the Indian depositois to assess then w r oith 

4763 Would you then give fieedom to a company, which is registered 
m India with mpee capital wnth Indian shareholders, to accept deposits 
m this country and do all banking business including exchange business?— 
Yes, they can very well do so if they are registered under the Indian Com- 
panies Act 

4764 Chairiaan Would you also restuct the Indians from purchasing 
foreign secunties? — I would not 

4765 Theiefore, can you tell me why you piopose to prevent him by 
law from depositing his money m exchange banks when you propose to place 
no restriction on his investments m foieign securities? — The deposits which 
he makes m foreign banks are only for short penods while an investment 
in securities is m tlie nature of a peim'nnent investment 

4766 You state that the prospects in India for Indian boys qualified and 
trained m banking are very poor at piesent There are the Imperial Bank 
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"mth its branches and se\ eral joint stock banks and then blanches Would 
they not affoid sufficient piospects foi qualified Indian youths? — They do 
not do so at piesent 

4767 Do you mean to say that even Indian joint stock banks do not 
do so? — After all, there aie only ven feu banks in India and there are a 
very laige number of youths m this country Unless banking is developed 
the existing banks will be insufficient to piovide adequate faciht’es 

4768 The Imperial Bank of India is giving the facilities? — Yes But 
unfoi tunately the position is this that Europeans being at the head of the 
bank, the chances foi advancement of Indians are very pool 

4769 Are you lefeinng to Indian joint stock banks oi the Imperial 
Bank? — -I am talking of both What I say is that theie should be efficiency 
uais put in the matter of piomotion of officeis I understand at piesent 
promotions are merely guided by the length of service that an offieei lias put 
m As foi the Impenal Bank, the expenditure is top-heavy and this could 
be improved by Indiamsation 

4770 Mr Lam on d Are you auaie that out of 189 offices and sub- 
offices m the Impenal Bank 95 are m charge of Indians? 

4771 Chairman If Indiamsation is to be started you must admit that 
if must be a giadual piocess and cannot be done all of a sudden? — But it 
should not be done at a snail’s pace 

4772 If dunng the last ten years’ time the Imperial Bank has Tndiamsed 
nearly 50 per cent of its officers, do you call it a snail’s pace? — What I say 
is that theie should be a definite scheme when Indiamsation will be com- 
pleted 

4773 Mr Lamond You know it takes a long time to tram up banlr 
manageis? — I should be satisfied if within the next ten years Indiamsation 
is made complete 

4774 Chan man You state that the cost of management can oe reduced 
by Indiamsation I suppose you lefer to the cost of management of the 
Imperial Bank Have you any information as legards the cost of manage- 
ment of Indian joint stock banks and how it compaies with the cost of the 
Imperial Bank? — I have no information regarding the comparative erst of 
the Indian joint stock banks and the Imperial Bank, but I do know that 
the cost of management is pretty high due to very high salaries that are 
paid to Euiopean officers In ceitam cases 11s 5,000 and even Ks 0,000 
are paid to Bank manageis per month 

4775 Is it so only m the case of the Impenal Bank? — No, it rs the 
case wish both Indian joint stock banks and the Imperial Bank 

4776 And you know that the same high salaries are paid ro Indian 
managers of Indian joint stock banks? — Yes, that is so 

4777 Therefore, you admit that bv pure Indiamsation you will net be 
able to bnng down the scale of salanes? — Why'- not? At piesent high 
salanes are paid simply' because more qualified men are not available, but 
when more Indians aie tiamed for responsible posts, the existing salaries 
can be cut down by one-half or even one-thud 

4778 Seth Haji Abdoola Haroon How is it that Indians and Europeans 
are getting the same pay m the ICS ? — India cannot affoid to pay such 
high salaries as are paid now If Indiamsation proceeds apace, then it will 
automaticallv be able to reduce these high salanes very considerably 
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* 4779 Chairman You state that the lates of interest on advances cm 
he xedueed by discriminate and steady policy of Government bon owing both 
m India and m England Will you kindly explain how such a policy wall 
hung down the rates of inteiest and will you also tell us whether 11 your 
ommon Government bonowmg is the sole factoi legulatmg the lateg of 
inteiest m the money maiket’ — It is not the sole factor xegulatmg the late 
of inteiest m the money maiket, but oui contention is that it is one of the 
main factois 

4780 You state that the Impenal Bank of India has been of little or 
no use m financing the local mdusti 3 r I piesume you ie£er to the cctton 
mill industiy m Ahmedabad’ — Yes 

Am I to undeistand that none of the mills m Ahinedabad receives ad- 
vances from the bank foi cunent expenses 0 — Yeiy few 

4781 Have theie been many cases in winch they appioached the Im- 
penal Bank and wane lefused accommodation’ — No 

4782 Later, you state that the Imperial Bank should continue to re- 
ceive some assistance fiom Government m cidei to enable it to continue its 
work and mciease the net woik of blanches in the countiy I take it that 
you tap one of those who believe that the eiicci of the pohcv of Government 
in having asked the Bank to open blanches m different parts of the country 
has been to enable it to i°ndei an impoitant seivice to the community 
and that you tlierefoie piopose an extension of such work It lni-> been 
suggested that instead of allowing the Impenal Bank to open aiditional 
blanches it should be asked to appoint indigenous slnoffs as lgents m places 
wheie the need of a blanch is felt Will jou kindly give us youi news 
on this proposal’ — -We aie one of those wlio believe that the opening of 
the branches of the Impenal Bank at vaiious centies, even though it may 
not have lendered veiy impoitant service to the community, lias been of 
some mduect advantage to the country Therefoic, m oui opinion it will 
be desnable to extend the net-wmk of the blanches of the Imperial Bank, 
There a’e eeitam centies wheie it has been found by the Impeml Bank 
that the opening of branches does not pay In such cases appointing in- 
digenous shioffs as agents will be helpful 

4783 Mr Dcvadhar Theie aie some people who think that the Im- 
penal Bank should not be given facilities foi opening moie blanches 1 -~ We 
aie not, as I have alieady stated, one of those w r ho advocate that policy 

4784 Would you have any objection to the opening of branches of in- 
digenous banks wlieie theie are no blanches of the Impenal Bank’ — They 
are at liberty to do that if they choose to do so 

4785 If, in a place where there is alieady a branch of an indigenous 
bank 01 an Indian joint stock bank the Impenal Bank wish to open a branch, 
would ^ you stxll insist on facilities being given to the Imperial Bank’s 
shrofts ’ — Yes, it wall be helpful Moieovei, it has been our expcnence that 
what the Imperial Bank of India has been able to do in eeitam cases orher 
joint slock banks have not been able to do Therefoie, we think, that it 
wall be desnable to have blanches or agents of the Impenal Bank, wherever 
it is possible to do so 

4786 If a branch of an Indian joint stock bank or the provincial co- 
operative bank m a particular place is not able to do the woik, do von think 
that a shioff as an agent of the Impenal Bank wall be able to do it? — We 
think he will be able, to do moie and better woik because of the strong 
support he will ’’S vo from the Tninenal Bank 
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Mr V Ramdas Pantulu 
Mr V K Aravamudha Ayangar, M A , C I E ( Secretary ) 
Mr R P Masani, M A {Joint Secretary ) 


Rai Sahib Mihir Nath Roy representative and Managing Director o f 
the Bihar and Orissa Provincial Co-operative Bank, Ltd , was examined | 

4789 Chairman You state that there is no co-oid nation amongst til 
various ciedit agencies including Government and no suitable links betweej: 
the urban and rural agencies and between the urban and central moiled 
markets for agencies other than co operative credit Will you indicate « 
little more clearly the defects m the. present arrangements and suggest hoy 
the co-ordination of the various agencies can be secured 9 — We have *krei 
diffeient agencies, the provmc’al bank, the Impel ini Bank and joint stool 
banks and the (village) mabajan We think that all these three act in 
dependenth one of the other and there is no co-ordination among thom 
such as would be desirable, and we claim co-operative credit, being the 
only organised system of rural ciedit, could co-ordinate the other agencies 

Have you any suggestions as to how the co-ordination of the various 
agencies can be secured 9 — Eor instance something can be done in (hat 
direct’on if oui “paper," such as promissory notes which we receive bom 
the Cential Banks, is discounted by the Imperial Bank That would 
gieatly help the co-operative movement 

4790 Apart from the Impenal Bank on which the Government has got 
a certain amount of control, you say it is not possible for Government to 
take any action to secure better co-ord nation among other agencies ? — • 
That is so at present But we believe that if the Imperial Bank were to 
show us some consideration m the matter of di'-countm? our paper, and 
give us othei facilities, the other joint stock banks will also help ns As 
it is, as our Committee sav the part the Imperial Bank plays in financing 
the Agricultural section is insignificant 

4791 If the Imperial Bank shows you certrm favours, what if he 
precise nature of the advantage which this liberal treatment on the part 



cf the Imperial Bank will confer on the co-operative movement ? — Currency , 
will pass from one hand to the other much quicker, and bring moie fluid 
resources at our command 

4792 How will it help the development of the co-operative move- 
ment? — Take for instance agriculture which is the b ggest hade so far 
as Bihar and Orissa is concerned UnfortunateK it is not remunerative 
because of the want of fluidity of paper flu-dity such as other trado 3 
enjoy 

p 4793 You have got some class of paper which I believe is your pio- 
note Supposing the Imperial Bank discounted your promissoiy notes, 
hew would that help the ryot m the matter cither of production of Ins* 
ciops or m the matter of the movement of the produce ? — The ryot vomd 
get money cheaper because of the fluidity of the paper It would make 
a larger volume of currency available for the purpose 

4794 Is there any dearth of money m the co-opernt ve movement, puy r 
in Bihar and Orissa at the present tme? Have they not actually got 
surplus funds? — I do not think we m Bihar have got any surplus funds r 
there used to be formerly, but not now 

4795 You say that the cash credit facilities g ven to the co-operative 
banks against demand promissory notes of co-operative banks are totally' 
inadequate for an important industry like agriculture and that these faeih- 

i ties have been recently curtailed instead of being exteuded Will you 
\ kindly tell us whether the limits originally sanct oned have been reduced 
\ because the sanctioned limits were not drawn upon? — No, they have not 
\ been curtailed The limits are already inadequate and if they are cut 
{ down we w’ll be greatly handicapped Only three lakhs are allowed on 
promissory notes 

J 4 19Q The total amount apparently allowed by the Imperial Bank in 
the case of Bihar and Orissa yras firstly, a cash credit of 4 lakhs azamst; 
guaranteed shares, secondly a cash credit of 3 lakhs against promissory 
notes of central banks and thirdly, an ovei draft account of Its 2 85,009 — 
Yes 

4797 Mr Lamond With 5 per cent margin? — Yes, on the securties 
pledged 

Chairman Then they have only withdrawn the concession rate of half 
per cent below the bank late? — Yes 

4798 This withdrawal cannot in any way affect the resources at the- 
disposal of the provmc al co opeiat ve banks — To a certain extent, it dues, 
for depending on this half a per cent , we have been allowing the guaiantee 
shareholder half a per cent on undrawn amounts, and ve make this up 
by the amount we were getting from the Imperial Bank Secondly, hoping 
that we could get money always at rates below the bank rate, we have 
been trying to put down our rates of interest to depositois 

4799 This has not reduced the resources at your disposal It mov 
have reduced your profits and therefoie it may have reduced your ability 
to reduce the rate of interest you charge on your advances But there 
has been no curta lment m the amount of the accommodation which the 
Imperial Bank lias been giving you and therefore no reduction m the 
reserves at your disposal 

4800 Mr Bam das Pantvhi The point of the witness is that the- 
existing arrangements are inadequate 
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4801 Chairman In what Bense? — With the reserves we have, the Im- 
penal Bank ought to help us very much more, they are helping us only 
to the extent of 3 lakhs so far as promissory notes are concerned Our 
reserves and paid up share capital are 30 lakhs, I make a difference 
between promissory notes and other accounts tfhere are 3 accounts, one 
-on the guarantee shareholders for which we get 4 lakhs , we get only 3 lakhs 
on promissory notes of central banks which we pass on to the Imperial 
Bank with our endorsement, and the third against pledging our own 
G P notes 

4802 You have not pledged G P notes in respect of the cash credit’ — 
,We have, i e , Es 2,85,000 

4803 You think the Imperial Bank ought to make larger resources 
available to you’ — Yes, so far as the paper from the Central Bank is 
concerned 

4804 Mr Devadhar To what extent? — It might easily be anything 
from 10 to 20 lakhs 

4805 Dr Hyder When you speak of guarantee shareholders, do you 
refer to the big magnates ? — Yes 

4806 Aie they ]omt shareholders? — We call them guarantee share- 
holders, they are not shareholder s m the ordinary sense 

4807 Do they come m from a sense of public duty? — [More or less, 
but it brings them some money too On their paid up share capital of 5 
per cent we pay a dividend of 6 per cent and as regards the undiawn 
balance we pay them * per cent commission It is a sort of an insurance 
fee that we pay 

4808 Mr Lamond Is this for fluid reserves? — 'Yes 

4809 Mr Manu Subedar You said that your reserves were 10 Iilkhs, 
what do you mean bv reserves? — The share capital, and the reserves, are 
our own money 

4810 So far as the co-opeiative movement as a whole is concerned, 
aie you m a position to give security for all the resources of the movement 
to the Impeual Bank? You can only give security on your assets which 
I find fiom youi balance sheet is 65 lakhs — The Central banks give pro- 
missory notes to us, we pass them on to the Impeual Bank, the Central 
banks are also in it The whole constitutes a corporate body 

4811 But they are not net reserves Against your assets of 65 lakhs 
you have a liability of 53 lakhs Therefore your net leserves, i e , your 
own reserves which would be available to the Imperial Bank m case of 
need are not 65 lakhs The ten lakhs which you mentioned was the working 
capital of the movement, poition of which was probably reckoned over 
twice’ — We have primary societies with unlimited liability and about 200 
or 300 of these make up a central bank, i o , these are affiliated to the 
central bank They purchase shares and we have about 65 or 67 central 
banks Then at the top is the apex bank All these are taken together 
as one whole 

4812 But are not the funds reckoned over twice? The primary society 
regards funds which it has got m the central bank as its own The central 
bank regards the advances given to the primary society also as its own 
funds and the cash it has wuth the provincial bank is also leckoned iver 
— I am afraid yes , but every one of the central banks have their own share 
capital and reserves, 



4813 Could you explain to us how the deposits from members bear 
such a small percentage? — That is one of the difficult questions winch 
the co-operators have not yet been able to solve, because theie is not that 
amount of habit of thrift among them as we wish to inculcate m the 
ordinary members 

4814 Chairman You state that the {margin between the rates at 
which the cential banks boirow and lend is small and that the tendency 
is towaids fuither decrease in this margin I find from your memorandum 
that the lending late of the provmcial bank has been maintained by the 
provincial bank at 6 per cent for the last three years Will you kindly 
tell us at what rate the central banks lend to the primary societies? — The 
weighted average will come to a little over 11 pei cent 

4815 What is the late to cultivators? — It is between 12§ and 15 per 
cent 

4816 Do you think the margin of 6 to 9 per cent a small one? — By 
no means, but they do not make that profit Central Banks have many 
expenses, besides the management, to meet 

4817 Will you kindly give us some information regarding the rates 

of dividend declared recently by youi bank and some of the cential co- 
operative banks m youi piovmee? — So far as we are concerned, we pay 
a dividend of 6 per cent -plus a bonus of 2 per cent , i e., 8 per cent, 
n 'he central banks give 6J to the ordinary society members who are share- 
holder and 9§ to the “preference’ shareholders The ordinary share- 
holders are the primary societies who borrow, and the members of these 
societies also purchase shares m the primary banks The “Individual 
shareholders” are those individuals whose assistance is required as workers 
and they are called preference shareholders ~ ^ 

4818 You do not think you can reduce these rates of dividend and 
thereby reduce the gap between your borrowing rate and the rate which 
is ultimately charged to the agriculturist’ — I do not think so personally 
My bank thinks they are not big dividends, compared with other banking 
institutions 

4819 Mr Ramdas Pantulu About two years ago, I think your Provin- 
cial Co-operative Conference passed a resolution that you ought to reduce 
your lending rates Have you given effect to it° — Yes, from 8 pei cent 
we have reduced the rate to 6 per cent. 

4820 Chairman When you did that, did the central banks also make 
a corresponding reduction m the lending rate’ — They have been trying but 
they have not yet fully done it 

4821 Mr Devadhar What is the current rate of interest which money- 
lenders chaige to your members’ — Anything between 22 to 36 pel t*°nt 
and even 37^ m some cases Since the co-opeiative movement has come 
into existence, then lates are decreasing 

4822 Would you not like to bring down the rates still further and 
{make the ciedit moie facile, so that there might be no inducement for 
further indebtedness It is a charge levelled against us that we make, 
money very cheap? — We have not yet made it very cheap 

4823 Even as it is, the co-operative movement has brought down the 1 
rates by neaily 50 per cent — It has, m some cases 

4824 Dr Hyder Are your rates higher in the Chota Nagpur, lower 
id North Bihar and stdl lower m South Bihar’ — Yes 



518 


4825 You do not have the same uniform rate of lending to primary; 
■societies ? — No 

4826 Chairman You say that the efforts made at the co-operative 
maitetmo- of agricultural produce m your province are still veiy hunted 
and you° advocate the extension of co-operative sales Have you seen 
the views of the B and 0 Banking Enquiry Committee on the subject as 
given n para 131 of thej’ report? Have you any observations to make in 
regard to their views ? — We have seen the views referred to Unfortunately, 
we have not got much data to go upon If it is a fact that the middleman 
makes only one anna on the maund, certainly co-operative sales would 
not be of much value, but we differ fiom the B and 0 Committee m 
this respect, considering that the middlemen are well-to-do people 

4827 The Bihai and Onssa Committee say that there have m fact 
been only two experiments m co-operative marketing of any importance 
m recent yeais, and both of these have been disastrous faiures — Unfortu- 
nately it is so, but we have only been dealing so far m giams, and not 
on any stuff which is available m large quantities for export 

4828 Some people have sad that the present position of the Jute Sale 
Society m Bengal is due to its unbusmess-like methods — Probably if we 
had tued gur or sugar, which are exported largely fiom Bihar, we would 
be on stronger grounds, so far we have been dealing m glam which has 
a local market 

4829 Have you seen the three leasons given by the B and 0 Com- 
mittee for the success of co-operat.ve sale societies 7 You have not com- 
mented on any of these reasons Their recommendation is that “further 
expenments in them should not be taken m hand, unless and until tnere 
is a clear demand for them by producers themselves, after the dangers of 
sinkufg money in an attempt to compete with a well-organized system 
of marketing have been fully set forth before them " The reasons given 
for this are, 

“The success of these sale societies depends firstly on there being 
a margin between the lowest and highest price durng the 
penod foi which the pioduct can be stored, sufficient to cover 
warehousing, interest and management charges and still leave 
an attract ve profit 

Secondly, it depends on securing managers, who have the ability to 
judge accurately the course of prices and the character to 
resist and prevent speculation 

Thirdly, the producers themselves must have a sense of loyalty to 
their sale society, strong enough to keep them from snatching 
chance opportumt es of larger profits by selling elsewhere or 
fiom deserting the society on the first appearance of loss ” 

Have you anything to S8v on these three reasons? — They are certainly 
right Unfortunately we have, m my opinion, followed the Wrong principle 
up to now If we had dealt with th nga which we could collect and expoit 
in large quantity, c g , gur, sugar, that is in commercial crops we 
would have succeeded We do not export more than 6 per cent outside 
the province food grains which is the only stuff we have dealt with so far 

4830 Would not these three difficulties apply to those articles also? — 
They would, but I suggest that they are not insurmountable 
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4831 You admit the force of the three objections and m view of these 
•■objections the committee state that no further experiments should be made 
until there is a clear demand for them by producers themselves Is it 
youi opinion that such a eleai demand exists at the present moment? — I 
have not got the data, but probably we could run it better I think there 
ib a demand 

4832 You have no precise information and theiefore it is a mere expres- 
sion of opinion I wanted to find out from you whether you aie m a posi- 
tion to rebut any of these objections from your personal experience 0 — I 
have no personal Imowledge , all that I say is that the difficulties are not 
insurmountable. 

4833 That is an expression of personal opinion You must ad mi t that 
we as a Committee must pay great attention to the recommendations of a 
Committee on which I find theie was a lepiesentative of the agricultural 
classes 

4834 Mr Ramdas Pantulu When you say they are not insurmount- 
able, I take it your answer is that you do not accept the recommendations 
of the Committee as they are — I do not 

4835 I find that the Registrar of Co-operative Societies took a different 
view, he wanted sale societies and the Committee differed from the 
Registrai — That is so, we agiee mainly with the Registrar 

4836 With legaid to the three reasons, fust about the prices do you 
not thmk that it is a fallacy to adopt as standard the price which the agri- , 
cultunst gets m his weak, disorganized condition? — Yes 

4837 Secondly, with regard to the trained men with business capacity, 
that is an objection which applies to all soits of enteipnses, including joint 
stock banks — Yes 

4838 If there are not enough trained men, the pioper thing would be 
to secuie them and the department should furnish framed inspectors to start 
sale societies and to instruct the co-operators how to run them? — That is 
so. 

4839 Thirdly, about the sense of loyalty, it can be remedied by educa- 
tion and training — Yes 

4840 Chairman Let me lead out to you what you said before the 
Bihar and Orissa Committee You were asked ‘Have you any experience 
of co-operative sale societies m this province?’ You said jou had no per- 
sonal experience, but you understand that there was one at Batwa which 
came to grief. 

4841 Can you tell me why it came to grief? — They were dealing in. 
giams only It may be due to inefficient management also, but I do not 
know. 

4842 You were then asked ‘up to now has there been any successful 
co-operative sale society m this province?' Your answer was ‘I nave 
not come across any myself But I do not take a pessimistic view If 
they are run on light lines they might; be successful’ Then comes this 
‘Unfortunately we have to deal with small landholders and agriculturists 
uho do not produce sufficient quantities for sale individually ’ — That is so 
I do not think I have taken up any contradictory position 

4843 In answer to me you said that vour view was that it might be ' 
■possible to stait co-operative sale societies in the case of commercial crops, 
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but there are practically no commercial ciops m Bihar and Orissa except; 
gugar — Theie aie tobacco, chillies 

4844 You said that in the case of commercial crops only it might be 
possible to stait co-opeiative sale societies successfully? — -Yes, that ib my 
opinion 

484 5 Chairman In answei to one of my colleagues you said that you 
agree with the views expressed by your Registrar of Co-operative Societies 
that these co-opeiative sale societies would be successful if oigamsed on a 
large scale That is a geneial statement and does not apply to commercial 
crops like tobacco, gin, etc Is that so? — Yes The Registrar’s opinion 
is piobably so 

4846 If it is possible to run co-opeiative sale societies at the present 
mdment successfully in Bihar and Onssa in the case of ceitam classes of 
crops and if the Registiar is favouiably disposed to that view how is it 
that your leaders m the Co-operative movement have not done so? — 1 
t hink the} aie doing so now 

4847 They apparently staited two sale societies and they came to 
giief’ — Yes, that is so But giam golas aie voikmg satisfactorily 

4848 I am not at piesent talking of giain golas My point is how is 
it that an attempt on a laige scale to stait co-opeiative sale societies has 
not been made? — It is more than I can say, but they are probably waiting 
for a lead fiom the Committee 

4849 The establishment of co-operative sole societies does not really 
concern us except m the matter of finance I think the Royal Commission 
on Agiieultuie did make a lecommendation like that’ — Yes 

4850 In answer to the Chairman of the Bibai and Orissa Banking 
Enquiry Committee you said that you were not aware of any co-opeiative 
sale society having worked successfully, and then you began to give your 
reasons — Piobably it is so 

4851 Mr Devadhar Do }Ou not think that it is far better to run 
a co-opeiative sale society foi the benefit of the common -folk and sell 
the goods at the cheapest possible puce lather than ask a man to take 
up a shaie m a co-operative society foi Rs 10 0 — I entuely agree 

4852 Would you not theiefore think that tlieie is room foi further 
education and further effoit m legard to this’ — Certainly 

4853 Chairman I put these questions to you simply to elicit your 
view m the mattei, because I find fiom the evidence of your Denuty 
Registrar of Co-operative Societies that there was one such sale society 
in Eatwa and it failed miseiably and ever since no senous effoit has been 
made to stait sale societies’ — Yes Probably so 

4854 You advocate the foimation of People’s Banks on co-opeiative- 
lines m all centies of petty tiade and eoimmerce Am I correct m 
assuming that youi intention is the development of cential co-opeiative 
banks and co-opeiative credit societies? — We have refened to the staitrag 
of Peoples’ Banks (as Wolfe calls them) on a co-operative basis These 
banks are leally intended foi the benefit of small tiaders and artisans, 
they aie leally small urban banks 

4855 You suggest that the duties of auditors should be not only to 
examine the accounts of banks but also to appraise their financial position 
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end suggest the •ways to improve it Is theie anything to prevent co- 
operative banks from obtaining such advice and opinion fioru then auditors 0 
Do lliev ask for such advice 0 — At least m our piovmcc they aie lequited 
to give the information and they do give the same There aie 7 or 8 
questions on which the audilois aie lequired to give the financial position 
ol the banks clearly 

4856 Therefore is it yem opinion that m legal d to co-operative banks 
(Ccntial and pnmnry) nothing fuithci need be done? — Only so far as such 
advice is concerned 

4857 Do you piopose that sonic similai anangement should be extend- 
ed to ordinal) joint stock banks 9 — It would be much better and satis- 
factory if it is done 

4858 But you me not awuio v.hethei the oidmaiy joint stock banks 
also follow the same pioccdme 9 — I am not Theie is nothing to pievent 
them fiom doing so, s 0 fai as I am awaie 

4859 You stale that if an all-India Auditors’ Association could be 
organised and if the prackce of audit is restneted to those auditois >vh> 
aie enrolled as mcmbeis of this Association, some of the malpractices -which 
have coine to light will be checked Will you kindly state what mal- 
practices you lefet to? — In -wilting this we had in mind the lecent failures 
of banks like the Alliance Bank of Simla the Bengal National Bank and 
others 

4860 You aie of opinion that lestnctions of the natuie of those im- 
posed on the Impciml Bank of India can with safety be imposed on a few 
commercial banks Will you kindly explain which commercial banks you 
have in view and wlmt restrictions you llvnk can and should be imposed 
on such banks 9 - — -What wc wished to convey is that lestnctions of the 
nature imposed on the Imperial Bank undei section 8 of the Imperial 
Bank of India Act can with safely be imposed only on some commercial 
banks And 0111 idea is not ccitninlv to put these restrictions on all 
banks but only wdiere necessary Out language piobably was not quite 
happy 

4861 But then how can you make a discrimination only against a few 
banks when theie is not a general rule 0 — I admit theie will be difficulties 
in the way r 

4862 Among the concessions which should m youi opinion t>e gi anted 
to co-opei alive banks you mention exemption fiom income-tax on income 
derived fiom mvoslment in Government sccmities What would be your 
answ r ei to the cuticism of one of the Provincial Committees that it is not 
part of t lie business of co-operative societies to invest a gieat deal rf tlieir 
capital in mtctesl-benrmg ceouiitie^ and that if they do so they should 
like othei mvestors be subjected to the deduction of meome-tax fiom the 
return on such investments? — So far as I know it is our own Committee 
which has made such a cuticism 

4863 But theie aie othei Co'mmittces as well who have made such 
remarks — I might first add that it is not an investment in the stnet 
sense of the term We are under the statute foxccd to purchase only 
Government and other Bust sccunties to piovide against fluid resources, 
although ns a matter of fact we might be able to make more interest if 
we could invest them m income-tax free debentures of joint stock con- 
cerns Tlic-icfoie it is that we say that our income fiom the Government- 
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-securities should not be taxed Secondly as in the Punjab, the bank 
may not make any profits at all but must pay the tax at the source Then 
it is an anomaly when profits are not taxed that mteiests on these 
securities being profits should be taxed 

4864 But the law does not compel you to keep yopi fluid resoaiccs 
m any particular foim Does it? — They stipulate that the investment 
should be m one of the tiust securities 01 Government promissory notes 

4865 Mr Devadhar Do you not think that the distinguishing feature 
of the co operative movement is that its hall-maik is social seivice while 
joint stock banks are mere profit making concerns? — Certainly 

4866 Mr Lcimond You say that it is not an easy matter to maintain 
adequate fluid resources in Government and Trust secunties, as the yield 
on such secunties is generally found to be more than one per cent lower 
than the rates co-opeiative banks have to allow on their boirowed capital 
Does that not mean that you are paying too high rates on your deposits? — • 
Yo, we are not 

4867 Are you not getting large deposits from the public bodies >■ — We 
aie not vet getting deposits from public bodies In fact, that is one of 
our gnevances 

4868 It has been suggested that interest derived fiom Government 
secunties held as an investment of the reserve fund should be exempt 
from income-tax but not the interest on securities held for any other 
reason, for example tempoiary employment of funds duiing the slack 
season Would that satisfy you? — It would not quite satisfy us It follows 
as a coiollary to the previous question which you put to me 

4869 You weie requned to maintain your fluid resouices m a certain 
foim of securities and theiefore it is not fair to ask you to pay income-tax 
on the interest on those securities If that is your contention then surely 
this proposal ought to satisfv you But my point is why should you be 
-exempt from income-tax if you buy othei securities If it is your piactice 
to make other investments quite outside for the purpose of keeping a fluid 
'reserve then you have not yet given us any reason why you should be 
exempt from income-tax on that? — With regard to the reserve fund it is 
obligator on us to keep apart 25 per cent of the gross profits to the 
reserve 

4870 But have you got to keep any other reserve fund m addition to 
'the general receive fund? — Of course we have to keep fluid resources 

Is it pi escribed under the statute? — As bankers we have to 

4871 Mr. Ramdas Pantulu Under the statute we have to set apart 
25 per cent of the gross piofits for the reserve fund The Registrars of 
Co operative Societies issue circulars which are more or less binding on the 
Provincial Co-operative Banks that they should have fluid reserves accord- 
ing to prescribed standards — Yes 

4872 Therefore your contention is that these additional investments 
are also part of the business of the co-operative bank and they do not 
stand m a different position from the other ordinary transactions and that 
is why you claim exemption from income-tax m this respect as well Is 
that so? — That is exactly our position 

4873 Chairman You refer to the establishment of a Training Institute 
foi training candidates for employment in co-operative banks but add that 
without Government assistance the Institute cannot be more useful than 
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-at present Will you kindly explain to us in greater detail the arrange- 
ments made for such training, the difficulties experienced and the nature 
of Government assistance required? — At present we have two training 
institutes, a major one at Sabooi and another at Cuttack Without mean- 
ing any disrespect or disparagement to the existing staff, we say 
that the tiaming imparted m these institutes are quite insufficient They 
-are at present imparting only elementary knowledge of theoretical banking 
I undeistund the Central Banks r,io spending about Its 29,000 per annum 
on these 'institutes This amount is hardly sufficient for the impaitmg of 
proper education and training to bank managers and assistants and we 
therefoie have made the suggestion that Government should subsidise to 
make the training thorough m eveiy lespect 

4874 You state that theio is not a single representative of the co- 
operative banks on the Governing Body of the Indian Institute of Bankers 
and that this requires rectification May I know if this omission was 
brought to the notice of the authorities of the Institute and if so with what 
result? Does not the selection of members of the governing body rest in 
members of the Institute? — My Secretary informs me that he did apply for 
representation but he was told that if a branch were started at Calcutta, 
his application would be considered 

4875 You suggest that a portion of receipts from cash certificates and 
Postal Savings Bank deposits should be made available to the co-operative 
banks Leaving aside the general question of utilisation of such savings 
ffii. the requirements of the State is it not a fact that the Bihar and 
Orissa Provincial Co-operative Bank had at the end of 1928 invested 25£ 
lakhs elseuhere than with the co-operative institutions of the province 
and vas thus m a position to lender more financial aid to its affiliated 
societies without attracting more deposits? — We do not make a grievance 
of this only on behalf of the provincial co-operative banks, other joint 
stock banks also sail in the same boat We think that the money received 
in the province ought to be detained for the benefit of the province, at 
least a substantial portion of it 

4876. That is why I asked you whether your bank was in a position 
to utilise more resources even if those were made available to you? — Yes; 
we have to keep adequate fluid resources, we have about 9 lakhs and 80 
thousand, invested m other Provincial Co-operative Banks 

4877 Do these represent an obligatory fluid reseive 9 — It does not But 
we have to keep them in reserve as Bankers’ Bank for meeting demands 
-£ Central Banks at any time 

4878 So this 9 lakhs and 80 thousand is not either part of your 
-statutory reserve or the fluid reserve you are required to maintain under 
the obligatory orders of the Eegistrar? — In a way it is As bankers, for 
the sake of safety, we should Maclagan Committee recommended them 
and there are I think Eegistrar’s circulars 

4879 Therefore if it were possible for you to utilise the money in the 
development of the co-opeiative movement, nothing stands m the way 
of your using the money? — Nothing, subject to the above 

4880 In paragraph 235 of the report of the Bihar and Orissa Com- 
mittee, it is said "A Glut of deposits In the year 1926 it was found that 
the central banks had attracted deposits beyond what they could profit- 
ably use, and since for other reasons it was undesirable to expand their 
lending rapidly enough to absoib their surpluses, it was necessary to take 
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drastic action to avoid losses on idle money ” That does not indicate 
that at least your bank is m need of resources — That was two years ago. 
(Not now 

4881 At the end of 1928 you had 9 lakhs and 60 thousand which you 
were obliged to maintain without investing within the movement • — Of 
course not as a statutory obligation but as a safer maigin for fluid resources 
and we earn more 

4882 Was it possible foi you to use that m the development of the 
co-operative movement? — Yes, it was possible but m my opinion not 
advisable We maintain that if we had a part of the money collected by 
Postal Savings Bank and Cash Ceitificates we could give to the move- 
ment money at cheaper rates 

4883 In continuation of the same paragraph the Bihar and Orissa 
Committee say, “The rates of interest were reduced, outside depositors 
discouiaged and in ceitain banks even local deposits” So all these steps 
were taken — All this was done simply to get rid of the plethora of 
deposits as it happened 2 years ago 
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SIXTEENTH DAY. 
12th September 1930. 


Present 


Sir Bhupendra Nath Mitra, KC SI, KCIE.CBE ( Chairman ). 


Mr D P Khaitan. 

Mi F V Bushforth. 

Mr Manu Subedar 
S ir Hugh Cocke, Kt 
D r L K Hyder. 

Mr V Bamdas Pantdlu. 


Mi W Lamond. 

Mi E W. Buckley. 

Mi G K Devadhar, CIE 
Choudhn Mukhtar Singh. 

ISIi Nalini Banjan Sarkar. 
Seth Hap Abdoola Haroon. 

(Secretary) 


Mr Y K Aravamudha Ayangar, M A , CIE 


Mr R P Masani, M A (Joint Secretary) 

The examination of Rai Sahib Mihir Nath Roy representative and 
Managing Dneetoi of the Bihar and Orissa Provincial Co-operative Bank 
was continued 


4884 Mr Ramdas Pantulu Yesteiday the Chairman asked you a very 
important question He said you had enough of resources, more than 
you were able to use, and that therefore there was no need to ask for more 
funds I hope you appieciate the Chairman’s point? — Yes 

4885 With regai d to your Government secunties you want them for 
your fuither fluid resouices? — Yes We have to keep a certain margin 
as safety to meet the demands of oui depositois and also to meet the cash 
credit demands (amounting to 12 lakhs) of our central banks 

4886 As a matter of safety you aie keeping these funds and you do 
not lose much m the way of interest? — No, we make better profit 

4887 If the co-operative movement m youi Province is not able to utihse 
nil the money it has, why do you ask for more money? — We also look 
forward to an extension of the movement At piesent we are not able to 
touch more than 2 pei cent of the population and 5 per cent of their 
existing demand 

4888 Chairman The information you gave me yesterday requires 
further elucidation We have got befoie us a balance sheet of the bank 
for 1927-28 which shows that you have fluid resources to the extent of 13 
lakhs and also 10 lakhs deposited with other banks That means that 
you have at least a fluid leseive of 23 lakhs, and you have also given 
loans to the extent of 4(P lakhs That means that you have spent for 
-the benefit of the agncultuiist 40J lakhs and you have got m hand fluid 
resources to the extent of about 23 lakhs Now I put it to you as a 
practical banker whether it is necessary to ask for more money while you 
have available such a largo sum? Is it your proposition that though you 
have something like 23 lakhs, furthei money should be handed over to you 
to be kept idle or to be used for investment outside the co-operative 
movement while that money might be more profitably used for the move- 
ment of crops by investing it m Railways? If it were a question of 5 or 
7 lakhs, I would not have asked you this question, but when it is a 
matter of such a huge sum as 23 lakhs, naturally the question arises 
why you should ask for more money? — Sir, it should not be forgotten, 
that m addition to the co-operative work which our bank is called upon 
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to do, we are bankers m tbe ordinary sense of the word and have to keep* 
a certain safety margin like othei commercial or ]omt stock banks We 
maintain that the Co-operative movement is also a business proposition 
and that co-operative banking is governed by the same basic principles ol 
finance as the ordinary banks, commercial and iomt stock We have 
alwavs to keep certain amount of fluid resources m hand, perhaps more 
than the joint stock banks owing to our peculiar difficulties 

4889 Your loans amount only to 40J lakhs of rupees and you have 
actually got m hand 23 lakhs, 23 lakhs represent more than 50 per cent 
of jour deposits It is the magnitude of the figures to which I am refeiTing? 
— Quoting from Indian Finance Banking Enquiry Number of 18th January 
1930, the Imperial Bank’s ratio of liquid assets to total deposits was 


1926 

1927 

1928 


67 9 por cent 


54 4 
53 2 


J) 

t» 


Ours works out to about* 

1926 . . . 33 6 per cent. 

1927 .. . 32 0 

1928 . . 27 7 

The defect m these figuies is that the compiler has taken into consi- 
deration only the cash and gilt-edged investments Other loans and in- 
vestments amount to Its 51 63 m 1928 and that includes the figure o£ 
10 lakhs lent outside the piovince If that figuie is added to the total 
of liquid assets, viz , 15 23, the position w ill be piecisely the same as I 
have stated The gentleman uho compiled this figuie does not know that 
Its 9,60,000 represents the real liquid assets — Even so, 27 per cent would 
be a dangeious line Then the latter we want as a matgm for Central 
Bank cash credit and that would work at 38 per cent 

4890 I am told that m commeicial banks tbe percentage is only 15 — 
It mav be so, but tbev have certain facilities which we have not 

4S91 The cash credit fiom the Impenal Bank is still there, it is 10 
lakhs Your total loans amount onlv to 40 lakhs and youi total deposits 
to 53 lakhs The cash credit of 10 lakhs is 25 per cent of the loans and 
20 per cent of the fixed deposits In view of these figuies a cash credit 
of 10 lakhs is not a negligible figure? — It may not be, but I submit 
that we are working on conservative lines lb has been laid down by the 
Maclagan Committee that 75 per cent of the “call money” should be 
invested m gilt-edged secunties Anothei committee appointed by the 
Government of Bihar and Onssa, of which Mi Collins w^as the Piesident 
and I was one of the members, lecommended that the B & O Provincial 
Bank should keep invested m gilt-edged securities an amount equal to its 
total fixed deposits falling due withm the next six months, and 50 per 
cent of its total savings deposits We find that 38 per cent is just 
adequate enough to meet all this and the cash credit demands of tn6 
central banks 


4892 Have you got the Registrar’s rules applicable to your province? — 
I have not got them here 

4893 Mr. Lamond You said yesterday that you were in a position 
to refuse deposits ?— Yes, but that was m 1926 
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4894 Then, are you not refusing deposits now’ — No In 1926 we had' 
surplus on account of cential banks accepting deposits at non-remunerative- 
or high rates of interest 

4895 Have the rates been reduced 9 — Yes, they have been 

4896 Now, you never have occasion to refuse deposits? — Except in 
one or two cases involving big deposits, we have not We generally want 
and piefei small deposits, so that the deposits may be spread over the 
year 

4897 You do not want to be m the position of having to pay a large 
deposit at once — We would much rather not 

4898 Has this question of refusing deposits been m vogue for the last 
two or three years ? — No It was two years ago 

4S99 Mr Ram das Pantulu You speak of fluid resources varying with) 
the deposits maturing within the next 80 days Supposing to-day you 
make your fluid resources statement and then 30 days fiom to-day, if 2 
lakhs of deposits aie maturing, you have to maintain one lakh? — Certainly 

4900 If you calculate from to-morrow and a big deposit of ten lakhs 
is maturing within 30 days from to-morrow, vou have to lump up to 5^ 
lakhs 9 — Yes 

4901 It is one lakh to-day and 5 lakhs to-morrow? — Yes, may be 

4902 Chairman I do not think that constitutes economic use of 
balances Do you take fixed deposits for two years or foi more? — We 
hardly get it for more than 2 years 

4903 But you do get for two years? — More than 75 per cent of our 
deposits we get aie foi one year, and of the balance about half will be for 
two years 

4904 Have your deposits been coming m regularly? There has been 
no dearth of deposits? — No 

4905 I am trying to find out whethei you are working within the 
margin of safety or whethei you aie too conseivative If you are too con- 
servative, no amount of lcscive would be sufficient for you The Bihar 
Committee definitely say that the Provincial Bank has been spending., 
money which they obtain fiom deposits outside the movement and they 
refer to a figure of Bs 24,71,900 m this connection I assume that they 
must have examined the position they know the rules of the Co operative 
Department, thev have examined the Begistiar and what I am tiymg to 
find out is wdiethei they had justification for making that statement The 
Madras rule savs that you have to keep 50 per cent foi deposits falling 
due -within 30 days It was to efficidate the implication of tins rule that 
Mr Bamadas Pantulu pointed out that the repayment of deposits may 
vary from time to time Is it a fact that there is no reduction m vour 
deposits and that vou are getting a regular flow of deposits 9 — The average 
is almost the same 

4900 From the point of view of what I may call prudent banking and 
** not over-cautious banlong, the amount which mav be lequired for the 
fhud reserve undei the requirements of the Begistrar of Co-operative 
Societ’es ought not to varv from dav to dav, seeing that 75 per cent of 
your money is in one-year deposits — I coidd not put it higher than either 
the Mscln^an Committee or the local Government committee put it 

4907 The Maclagan Committee does not put it verv high All that 
they sav is th.it your fluid assets must be higher than those of ordmaiy 
jc nt stock banks I take it that basing on that proposition of the 
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"Maclagan Committee the local Government m your piovmee, and the 
local Government m every other piovmee, have framed certain rules about 
the maintenance of liquid reseives Can you tell me wdiethei any calcu- 
lations have been made as legards the liquid leseive to be maintained by 
your bank and how that figuie compaies with the liquid reseive of 25 
lakhs which vou aie actually maintaining 9 — So fai as oui piovmee is con- 
cerned, as submitted befoie theie was a Committee appointed by Govern- 
ment, of which Mr Collins was the Chairman, which laid down certain 
rules foi maintaining fluid reserves and we are keeping up to that 
standard 

4908 That is, this 25 lakhs is just enough to maintain that standard? — 
It is geneially so Theie may be little venations 

4909 Have you made any calculations? — If I were to apply the Madras 
rule, I am afraid the figure, as it stands, would be very high — On the 
15th November 1928, when we made up oui accounts, it might have been 
that figuie, on the 16th it might have been different 

4910 Do you make it from day to day? — Yes 

4911 Have you any statistics to place before us? — We have to place 
befoie the Board eveiy month for their guidance a statement of the 
amount which is expected to be required within the next six months and 
we make provision m this If we find that oui maigm of safety is low, 
we try to make it up as soon as possible 

4912 Can you send my Committee a statement showing how the 
amount held by you in Government seeunties and m fixed deposits with 1 
othei piovmeial banks compares with the amount which you must keep as 
liquid assets under the Begistiai’s rules 9 — As a matter of fact, the copy 
of a lettei sent by us to the [Registrar of Co-opeiative Societies with refer- 
ence to the auditors’ objection (which I hand ovei) will give you tue 
lequired information We weie called upon by the Begistiai to justify 
uur investments and we have shown m the letter that, if anything, we were 
oeiow the average of othei piovmeial banks That is because we have 
not got all the resources which the other provinces have 

4913 Here you have woiked out your obligatory fluid assets at 
Its 19,01,000 and youi gilt-edged investments at Bs 19,43,000 In addi- 
tion, you have invested Bs 9 lakhs m othei piovmeial banks, outside the 
co-opeiative movement It is not necessary foi me to puisue this matter; 
this letter made over by you establishes my point The Bihar and Orissa 
Committee say “The Bank is obviously m a position to lender more 
financial aid to its affiliated societies wffien they require it, even without 
attracting more deposits ” — We are at cioss purposes It is so to-day, 
we must admit it but what we have to see is that this oiganisation extends 
and keeps pace with its liabilities 

4914 The Bihar and Orissa Committee also say that they do not 
anticipate any difficulty m attracting futuie capital needs for short-term 
business fiom the investing public bv means of savings bank and fixed 
deposits I am trying to find out whether theie is any justification for 
this demand on your part for additional resources undei present con- 
ditions or even m the immediate future Otherwise, it means that a 
certain amount of monev is locked up for which the co-operative move- 
ment in Bihar and Onssa has no use m the immediate or neai future and 
"Which may be more profitably used m othei directions If you can 
establish that at the present moment you are m need of resources for the 
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purpose of developing the co-operative movement, youi case would have 
been unanswerable and this Committee would have been compelled to 
ioi mul ate a conclusion that money should be made available from some 
•other souice for the purpose But as I understand you, at the piesent 
moment you are nob m need of more funds You have plenty of resources 
from which you can start immediate developments but peiliaps you are 
thinking of future developments, I do not know how many years ahead 
Bor the purpose of these developments theie will be no lack of deposits 9 — 
If we were not today conducting the banks on conservative lines, I am 
sure no public would have put their money in them 

4915 After all there is the co-operative basis to this movement but 
.quite apait from that the requirements of safe banking as laid down by 
the local Government in your pi ounce is satisfied by the gilt-edged securi- 
ties which you hold In addition, you have deposits to the extent of 9 
lakhs watli othei provincial banks which is loughlv 25 pei cent of the loans 
and advances which the bank is giving to the agriculturist Therefore 
the bank actually possesses lesouices which will enable it to develop to the 
extent of 25 pei cent — This last sum of 9 lakhs is to piovide margin to 
meet the cash ciedit demands of 12 lakhs of the Cential Banks If we 
had further resources, w r e could take deposits at lesser rates of interest 
than we do now We now pay 41 and 5 pei cent 

4916 That is anothei matter, which we pursued yesteiday and the Pro- 
vincial Committee say m this connection that theie is already a large gap 
between the rate of interest at w hich y ou get your money and the rate at 
which the agriculturist gets his money In fact, if I mav use a very common 
•saving, the pioof of the pudding is m the eating of it At wdiat tate do vou 
invest vour Ks 9,60,000 with othei provincial banks 9 — I think it is 6 per 
-cent 

4917 Therefore, heie too, you are getting a fauly high rate Has that 
^helped you so fhr? — We are making a loss m our investments m Govern- 
ment securities as I told you yesterdav, wc are getting 4f per cent As 
we pay 5 per cent we are losing ]-, and this we have to make up, and we 
-do it by our investment with other provincial banks 

4918 My point is that you have enough funds at your disposal and 
you are not giving the raiyat the advantage you ought to give lnm You 
have not reduced the intei est to the raiyat 9 — We have reduced the late 
of interest to the raiy at But you might ask wdiv should the central banks 
lend at 11 per cent , wdien they bonow from us at 6 per cent The leason 
is that unlike other provinces m our province we have to pay for propa- 
ganda, education and many other things, which properly speaking shdild 
not be placed on us 

4919 I am not concerned with the details of your expenses But still 
I come back to my fact that heie is this sum of Its 9 lakhs which rrrght 
have been used for the development loans to the raiyats m youi province 
and which has not been so used I want an explanation for this? — I have 
tried to give, jc , to meet the cash credit demands of 75 or 76 central 
banks 

4920 Mr, Ramdas Pcintulu "With regard to the long term leqnnements 
of your bank, I note you me in agreement with the suggestions made by 
the Bihar and Onssa Committee With regard to short term leqnnements 
the Bihar and Onssa Committee m paragrauh 305 of their report say — 
‘‘We do not anticipate any difficulty in attracting shoit term deposits from 
investing mibhc by means of savings bank and fixed deposits But we wish. 
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io press again out suggestion that a good deal of the piesent shore te 
demand of Bs 21 laldis and the subsequent addition to it might well 
met by the issue of six monthly bills backed by the piovmcial bank, 
attract some of the “slack season” money employed for the mst of 
vear in trade” If the central banks had applied to you for short te 
loans, the sum of Bs 9 lakhs would have been withdiawn fiom the bai 
where you have invested them and you would have lent it out to the cem 
banks ' Is that so? — Yes, that is if they were for short teims 

4921 Therefore it follows that the central banks have not been apply 
largely foi shoitterm loans? — Generally loan applications are for long ter 
ranging fiom 4 to 5 years on the average If theie were short term .tppli 
‘■ions, this sum would have been utilised 

4922 For the 1st 2 or 3 yeais m all provinces the Co-operative Mo 
ment has been concentrating attention upon consohdation and reenfieat 
of the piesent societies and theie is a tendency not to put more money u 
the societies, with a view to look to the safety of the assets? — That is 
There is a tendency to stop further expansion and they aie taking up i 
work of rectification and all the outstanding loans aie now being p\aran 

4923 Therefore you will probably admit the Chairman’s point that i 
are not asking for additional funds at present" — We admit that 

4924 Chairman That *s my precise point On the facts you prodi 
you have not made out a case for the grant of any concession at pres 
for some reason or other You have made it a policy so to say to iesti 
advances and it is quite possible that the effect of that has been that \ 
have got the suiplus of Bs 9 oi Bs 10 lakhs which you have put in so 
cc-opcrative bank of some othei piovmcc Therefore theie is no case 
you to ask for moic lesources It may be a time may come when yon nu 
requne fuither resources 

4925 Mr Ramdas Pantalu In youi piovmce the Imperial Bank d 
not grant any overdraft to any of the cential banks as they do m Madias 
No, they do not 

4926 Theiefoie they get then whole accommodation fiom the Pioviiv 
bank? — That is so The whole of their cash ciedit demand about 12 lah 

4927 If vou have therefoie got to help the central banks by giving tb 
some kind of oveidiafts and cash credit advances, you in y r our turn have 
fall back upon the Imperial Bank? — That is so 

4928 Chairman You see nppaientlv the Impenal Bank m youi ] 
Mnce is willing to lend up to Bs 10 lakhs but you have diawn up to o 
Bs 3| lakhs Is it not a fact that against cash ciedit the Piovmcial b: 
can diaw Bs 6’ lakhs moie fiom the Impenal Bank? — That is so 

4929 Mr Khaitan On what secunty r does the Imperial Bank give e 
credit? — Theie aie tlnee accounts (1) As against guaiantee of shaieliolc 
io a maximum of Bs 4 lakhs, (2) As against the piomwsorv notes of Cen 
banks which they draw m oui favoui to the extent of Bs 3 lakhs and 
On pledge of Government securities up to Bs 2 lakhs 85 thousand 

4930 Apart fiom this Bs 3?- lakhs wdnch you have already drawn fi 
fhe Impenal Bank they have still a margin of Bs 6^ lakhs to be dr,- 
from the Impenal Bank? — Yes 

4931 And you could also take an advance of Bs 15 lakhs on Gove 
ment nronnssory notes and it is against this that vou have alreadv dri 
Bs 3 lakhs? — Yes 



4932 And therefore the figure of Its 6 lakhs lias therefore to he leduced 
by Rs 3 lakhs Is that so?— Yes 

4933 Chairman . But still theic will be a margin rf Rs 3 lakhs left 
At the present moment I am only concerned with broad facts — We undei 
take to supply Rs 12 lakhs to the eential banks by way of cash cielit The 
eential banks have not got any investments m Government piomissory notes 
i’oi tins’ Rs 12 lakhs they depend solely on the Provincial Co-opeiative 
Bank 

4934 Mr Ramdas Panlulu The Chanman is perfecily right At the 
present moment you are not driving money into the co-operative movement 
and the consolidation process is going on and theiefoic you have some 
surplus money which you have not invested and the Chairman’s point is 
there is still a maigm left which you could utilise for the development; of 
the movement On that point you cannot dispute 9 — That is so 

4935 The Chairman’s point is that you have drawn only Rs 3 lakhs 
aheadv as against the security of Government papei, but what I am trying 
to point out to you is that if the central banks are also doing active 
business, the piowncial bank has to fall back upon tlio balance of Rs 3 
Jaklis for maintaining its fluid lesources Therefore, is it your view that 
ikis Rs 3 lakhs balance will be requited m future and you can utilise the'" 
same when necessary? — That is so 

4936 Mr Dcvadliar May I know 7 how far the Co-operative movement 
m your piovmce has reduced the rate of mteiest 9 — We have leduced in 
some cases the mtciest lates of the mahayan by piohably half 

4937 The Bihar and Onssa Committee m paragraph 74 of their repert 
say “Leaving on one side foi the present the debt of the landless popuh 
tion and of the landlords, Onssa cultivators pay in the year about Rs 
cioies in mteiest, those of Ghota Nagpur Rs 5 crores and those of Bihar 
Rs 20 crores” You ]ust now told us that the Co-opeiative movement 
has biought down tile interest lates by about 50 per cenf Assuming thaf 
the figures given theie are coned will we be light m saving that the move 
ment has brought down the interest chaiges by about 50 pei cent and that 
the poor peasantry have been saved about Rs 13 cioies eveiy ye<u by way 
of interest chaiges 9 — That is my idea 

4938 Chairman That would be so if you had totally displaced the 
moneylender, but that y r ou have not succeeded m doing 9 — That is, no doubf 
true 

4939 Mr Devadhar The same Committee repoit again that theic air 
about 100 000 nioneylendeis m the piovmce If all these people aie 
gradually replaced by the co-operative oiganisation, you will piobnbly be 
effecting greatei imal economy and consequent gmatei saving Is that 

— I do hope such a time will come 

4940 Would you think that bettei organisation of eo-opeiative credit 
and still better organisation of the non-credit activities will ultmiatelv cover 
the wdiole agriculturists’ class and thus will give a large measuie of economic 
lelief 9 — Certainly, this is not the only kind of w 7 ork that w r e aie doing We 
have recently staited societies like the housing societies and various other 
schemes are on hand 

4941 Mr Dcvadliar If helping the agriculturist in all possible wmya 
he one of the basic pnnciples for which your hank was started, may I know 
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It the housing society you have mentioned is for the purpose of helping 
the agriculturist? — Those societies are for uiban population 

4942 Do you not think that it would be better to confine your activities 
to the needs of the village population 9 — In my opinion it would be much 
better We also dnectly finance primary societies where there are no 
eential banks yet 

4943 Have you got a Jaige inspectorial staff 9 — No, we have none. 

4944 Would you tiy the system of advisory councils? — I am in favour 
cl them 

4945 With legard to organisation of non-ciedit, do your central banks 
do anything like propaganda? — They are supposed to do and pay for pro- 
paganda 

4946 Is the propaganda assisted by the Registrar 9 — Yes, as the Governor 
of the Fedeiation People are agitating to have non-official governors 

4947 Is that not a distinct line of w oik foi your bonk with the co-opera- 
tion of the Registrar or even without the co-opeiation of the Registrar or 
lire co-opeiation of the people in the villages? — So far as our bank is con- 
cerned, I do not think w r e can take it up with tlio lesourccs we have Wa 
pay contributions to the Fedeiation 

4948 Do you not think that some definite recommendation should be 
made to cieate banks of \oui si/e oi otlici similar agencies whcriby uon- 
ciedit work will be pushed on 9 — We aie certainly m favour of rt 

4949 Do you think that such a scheme would requne a tremendous 
amount of money? — It would, but we do not grudge it, people will gladly 
put the money 

4950 Would that facilitate the creation or the establishment of non- 
ciedit banks" — Yes 

4951 Many people believe that our co-operative movement has failed, 
of couise I am not a suppoiter of that statement, on the other hand I 
believe that there aie a number of people who have and aie prepared to 
socnfice then interests for the sake of the Movement What is your 
•opinion about it 9 — In order to put the movement on a really sound bas.s. 
we should have men of tire right stamp and the leaders of tlio movement 
must come fiom among the people themselves, for which a great deal >£ 
propaganda and education arc necessary 

4952 Is not one of the difficulties want of funds? — Personally, I think, 
yes Government ought to supplement our resources as it is, thev are 
not doing then part 

4953 You aie spending a large portion of the money at present on pro- 
paganda, etc , to which the Government contribution is very small, so you 
would like that contribution to be increased? — Yes 

4954 In order to push on the work, you would like the propaganda to 
be assisted by Government moie vigoiouslv than it has been done in the 
past 9 — Certainly 

4955 Do you accept the charge that the money already available has 
not been frilly utilised? — -I do not accept that charge 

4956 Mr Manu Subedar You have been referring to certain relations 
of the central banks with the joint stock banks and the Imperial Bank 
What soit of relations do you mean 9 — There are some joint stock banka 
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with which our centi ahbanks have got eeitam relations regarding accom- 
modation 

4957 Do the Central banks take loans from the ]omt stock banks 9 — 
Yes, as cash credit only 

4958 Do they get it cheap 9 — No, but they get it m time, though at 
times at highei rates than those at which we can lend them money- 

4959 What is the reason Delay is the principal cause Doi instance, 
>f a place like Cuttack wants accommodation, it will have to wait at least 
six or seven days for a lettei to come and go and within that penod the 
requirement has to be met from any source which may be handy 

4960 But that is due to the peculiar geographical position of your Pro- 
vince — Yes, to a certain extent, that is so 

4961 With regard to cash ciedits, you mentioned the figure of 12 lakhs 
Are they cash ciedits or loans 9 — They are cash ciedits but there is a maxi- 
mum cash credit on which they can draw on 7 days’ notice They 
can draw upon us at any time 

4962 So your liability would be subject to seven days’ notice 9 — Yes, 
small portion of it 

4963 In regard to loans and advances to cential banks, there would 
be in some cases cash credits, so that you have got two kinds of liability, 
one is towards the depositor and another towards the central banks 9 — Yes, 
exactly 

4964 But m jour accounts you have not shown any liability to the 
Central Banks 9 — We publish an annua] statement m which we show the 
distinction But in our balance sheet this is not brought out 

4965 Do you not think that that arrangement is to a certain extent 
misleading and would it not therefore be better m futuie to make your 
balance sheet more clear on the point? — I accept your suggestion 

4966 You said you could get money from other provincial banks? — Yes. 

4967 At what rate of interest? — At 5 to 6 pei cent 

4968 As a practical banker, would you maintain your fluid resources at 
the figure at which you are maintaining them at present, or at a smaller 
figure? — I think that our present fluid resources are on the conseivative 
bide, and I would maintain it till there aie other additional financial faci- 
lities 

4969 What is your opinion with-regaid to the control over the Co- 
operative Movement at present exercised by the Government 9 Do j ju think 
it will conduce to the progiess of the movement 9 — We hope that the Co- 
operative Movement wall some day be entirely free fiom the soit of detailed 
control as at present exercised bj the Begistrar of Co-operative Societies 

4970 If that is so and if you are left to yourself, do you think it would 
still be necessary for you to keep this very big provision for liquid lesomces? 
— With more liberty of action, we hope to be able to extend oui woik con- 
siderably, so that ive shall lequne still more money The other possibility 
is the creation of an agricultural paper which will go fiom hand to hand 
That will enable us to reduce the margin 

4971 Is that not possible under conditions as they exist at present? — 
No, under present conditions we do consider it necessary 

4972 There is a charge often levelled at the Co-operative Movement 
that it takes deposits at very high rates and in *domg so compete s With 
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joint stock and commercial banks and this, the critics say, the Cr-cpctd- 
tive Movement should not be allowed to do How do you meet this charge? 
— T do not think we aic leeemng deposits at high rates 

4973 At what late do you receive deposits’ — At to 5 per cent 

4974 And the Cential Banks? — They take at G per cent 

4975 Mr Lamond I should like you to lefer to your statement that 
it is not an easy matter to maintain adequate fluid lesouices in Govern- 
ment and Trust securities, as the yield on such securities is generally found 
to be moic than one per cent lower than the rates co-operative banks 
have to allow on their boirowed capital As a banker, it is veiy diihculb 
for me to accept that statement I cannot see why it is impossible foi 
you to maintain Government papei? — As I have said already, these in- 
vestments aie no investments, we generally lose about { per cent m 
them but we maintain them as fluid resources 

497G I do not see why that should be so You cannot expect to employ 
all youi funds and obtain a letum for the full amount There must be 
a ceitain amount floating I understand that the Punjab has the most 
highly developed system of co-opeiative banking This is what the Punjab 
Provincial Banking Enquny Committee says m this regard 

"Neatly all central institutions have been given oxerdraft facilities 
l"s the Imperial Bank against Government securities This 
accommodation is used almost entnely for the purpose of re- 
paying deposits and hardly at all foi lending to primary 
societies, and as such it is an important clement in the fluid 
resouiec maintained bv central banks and unions ” 

They aie perfectly satisfied with the facilities which the imperial Bank ate 
giving them 

4977 Mr Ramdas Paniuln Tn Bilim cential banks find it difficult to 
invest m Government securities because they themselves pay lnghei rnte^ 
on deports 

4978 Mr Lamond The lowest rate m the Punjab is in Jullundur, 
4-f pei cent I know' that there is a lot of floating capital at that place 
In Lahore, Amntsai, Sialkot, Ambala, Dharamsala, and ICninaJ it is 5 per 
cent , m five more places 5}, m twenty-tw'o 6 and m ten over 6 So thex 
aie not getting moncx chcapei than jou aie 9 — Tn inx part of the proxince, 
central banks cannot iaise beloxv 0 pei cent 

4979 But the Punjab aie paying that — No ansxvet 

4980 In speaking of the Training Institute, wiint jiaiticular type of 
candidates hax r e you m mind’ — I was thinking of ofiiccis to run the ad- 
ministration, supervisor, clciks and mspeelois 

4981 Poi the Provincial Bank themselxes’ — Yes 

4982 But the Inipenal Bank has an ambitious scheme of tiaimng, r 
piesent 50 pei cent of the Impel ial Bank's supervising officers are Indians 
trained bv that Bank’ — May be, I have no knowledge 

4983 But you make a definite statement that “the local joint stock 
banks including the Impel ial Bank of India do not piovide any facility foi 
tii° practical training of candidates m banking’’ 0 — Piobablv then P am 
w'rong 

4°84 Chav man Begat ding ciop loans, voui point is that if the loans 
which the cential hanks make to pi unary societies could be divided into 
two classes, t c , crop loans m legard to which fhete xvill be a separate 
class of papet, and also long-term loans, then the separate class of paper m 
legaid to the crop ot short-teim loans might become paper which can be 
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accepted by the Impenal Bank 01 othei banks Is this a feasible pioposi- 
tion^ From what little I know about the co-operative business, when a 
pnmaiy society makes a loan to a lyot, that loan may ostensibly be tor 
'a shoit-teim puipose, but the 13 ot m the present state of his education 
cannot distinguish between his shoit-term lequnemcnts and his long-term 
requnements ? — That is so 

4985 That is the leason why outstandings arise In the Pun-jab they 
•spiead the penod of lecoveiy over a certain number of years Would it 
he possible undei those conditions foi youi pumary societies to agree to 
a shoit-term paper and a long-term paper? 

4986 Mi Dcvcidhai With reference to the classification of loans, I 
understand the practice is foi the co-operative inspectors often to asceitam 
fiom membeis the period within which loans could be lepaid If it is a 
erop loan, the penod is geneially 12 months, but loans for investments, 
such as puicha=e of bullock or implements, 01 for sinking of wells, are 
made payable within two years 

4987 Chan man But having got the loan, does the lyot always stick 
to the penod of repa 3 r ment° — 1 am asking this because some of the Pro- 
vincial Eepoits say that from the piaetieal point of view it would be im- 
possible to enfoice a distinction so far as the ryot is concerned, between a 
short-term loan and a long-term loan 0 — With the education that he has, 
it would be 

4988 The Madias Committee say that it would he difficult to enforce 
this distinction The Bihar and Orissa Committee say “it is frankly 
•admitted by seveial co-opeiative witnesses that loans ostensibly taken tor 
one purpose are sometimes used for another ” Until this difficulty is got 
rid of, it would be most difficult, if not impossible, to puisue the sugges- 
tion? — If you wait for the ryots’ education before you mtioduce it, pro- 
bably it will take years, but if you introduce it and make the men under- 
stand, my owm idea is that the Bihai and Bengal ryots are clever enough 
to follow it at once 

4989 Apart from the question of ciop failure m wdiich case the penod 
-of repayment has to be extended, there is this difficulty The poor ryot, 
Paving got the money, spends it He does not keep sepaiate accounts as 
to how much he spends on the production of his ciops, how much on the 
mainage of his daughtei, how much on siadh, and things ot that sort 
Therefore the wffiole account is mixed up That being the position, I put ' 
it to you fiom the point of the co-opeiative movement, whether the 
pnmai 3 societies will accept this discrimination between the tw r o c'asses? — 
It would be difficult m the beginning, but I submit that if we stait it and 
teach the ryot, it w r ouId be much easiei than waiting till the l^ot came up 
to this standaid 

4990 Mr Lamond Have you made the rvots leahse that on a ceitain 
date a ceitain amount has to be repaid? — Yes 

4991 Mr Manu Subedar Do they have control of the funds made out 
of the sale of the pioduce? — Absolutely not, because we have not been 
able to fiee them from the maha]an 

4992 The conti ol is m the hands of the cieditoi ? — To a certain extent 
jes 

4993 Even if they realise the obligation, they have not the ability to 
•fulfil it? — Yes, there is the debt redemption 
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4994 Chairman The debt redemption is another difficult problem If 
you give Rs 100 to a ryot from the co-operative funds to help him to re- 
deem his debt, you cannot thereafter take any steps to stop him going the 
nest day to a mahajan and getting another Rs 100’ — In a way we can 
restrict it, but wp cannot stop it If we take the collateral security of his 
property, no shrewd mahajan will advance him money 

4995 Is that a eonect statement? — Theie are various classes of 
maliajans dovn to the Kabuli If a mahajan lends money on insufficient 
secuiity, of couise he gets back his money m some vav I was only re- 
ferring to the geneial proposition — In your piovmce an attempt was made 
at debt ledemption m certain places m Chota Nagpur and you know what 
happened to that experiment 

4996 Is it your intention that branches of a provincial bank should 
take the place of the present cential banks or should voik side by side 
with central banks’ — We mfoimally consulted the Registrar of Co-operative 
Societies and not finding any lesponse from him, we did not pioceed with 
the matter 

4997 What is the idea of your scheme? — You have the apex bank and 
then cential banks at various places Let us assume your apex bank is 
at Patna and the central hank at Bliagalpur Is it part o£ your scheme 
that tlieie should also be a biancli of the apex bank at Bliagalpur? — No 
We want that such of the central banks as are not flouushing should be 
taken up as our blanches, and there are ceitain undeveloped aieas where 
v e can have new branches 

499S Therefoic vou do not intend that theie should he a branch of 
i om bank at places where a central bank is going or can go on’ — No 

4999 You said that non-ciedit woik has not been started and that there 
was not a «ingle co-opeiative sale ‘-ociety w r oikmg m Bihat and Orissa, 
also that if theie weie advisoiy boards woikmg with branches of your apex 
bank, they might help m tins work Have not the central banks got ad- 
visory boards’ — They have 

5000 There aie central banks foi a group of villages or sub-division 
Therefore they are in a better position to establish local touch than your 
big apex banks Eiom what you told us yesteidav, I gathered that you 
have veiy gieat sympathy for the development of the co-operative move- 
ment, including co-operative sale societies, and you have worked at it for* 
13 ^ears Why it is that so fai not a single co-operative sale society has 
been established on successful lines m youi piovmce? — I suggested yester- 
day that unfoitunately we have been dealing with things which have a 
local market If we begin to deal with stuff wdnch w'e could export m 
large quantities, pexhaps success could be achieved 

5001 You lefened to theie being no lack of workers If it is so why* 
have jou not succeeded m starting a co-operative sale society for gur or 
foi chillies’ — I do not go so far as to accept that there is no want of 
worlieis There is want, but not very much 

5002 Even taking your statement in its qualified form, why m the 
last 13 yeais have no co-operative sale societies for gur or chillies been 
stalled’ — That wall be for the Department to say 

5003 The Registrai has always supported the idea of co-operative sale 
societies, therefore how can you take the department to ffisk ’ Tf they 
have failed, the reasons for their failure must be quite different? — With nit 
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suggesting that they followed the wrong hues, my idea is that they have 
not followed the light lines 

5004 Why has not youi bank, either dnectly 01 thiough its central- 
banks, made" any effoits m this direction? — We do not initiate these 
things Constituted as w r e are, w-e have nothing to do With them We 
are only there to see to the adjustment of finance between the centiai 
banks, but we can go out of oui way and advise 

5005 I believe you have ceitam advisory functions and that will not 
lake you out of your way Would it be against custom or standaid 
arrangements a= pievamng m youi piovmce if you gave advice to a centiai 
bank that they might fostei the starting of a co-opeiative sale society for 
g ur ) — .If we did it directly, it would probably not attract attention We 
can ceitamly go through the Registiai and the Dnectoi of Industries 

5006 It means that you then work thiough the Government channel 
Whv should not \our centiai bank get hold of w r oikers in a partieulai 
locality which is a centie for the production of qur and advise them to 
staid such a society^ and then go up to the Registrai foi sanction 7 — 1 
could not tell you whether it was attempted or not We have no local 

r knowledge Probably they staited and failed, piobably they did not get 
workers What it is, it is more than I can sav 

5007 So far as I am concerned, I can only look upon youi evidence as 
the statement of a theoietical thinker who has had no experience 7 — 1 am 
sony, piobably that is not my position 

5008 Dr Hyder In connection wuth the sale societies, taking the 
different products of youi piovmce, e g , rice, wdnch is a staple ciop, there 
is not much tiadmg Theie is tiadmg onp locallv between the villager 
and the be pan 7 — Yes 

5009 The province as a wdiole does not expoit veiy much nee 7 — No 
the percentage has been worked out at 6 per cent 

5010 I want to bring out the difficulties of establishing a sale society 
whether it be m Bihar or Madias oi elsewdieie Take for instance a com 
modity like lac Do you know that there aie violent fluctuations m the 
price of lac 7 — Yes 

5011 So that if you really did stait a sale society foi the sale of lac 
co-operatively, that w r ould not be a very good commodity, because m oidei 
that your society and its members may not meui a loss, you must fax upon 
a commodity which is not subject to violent fluctuations 7 — Certainly 

5012 For the successful mnnmg of the sale society you must not have 
too many varieties of a commodity, but you must have one quality 
With legard to the business of sale, you will admit that a lnghei standard 
of business ability is required than peihaps is forthcoming at piesent 
After all, it is foiecasting of risks and expeit knowledge, and unless these 
nre forthcoming, the management is not likely to be a success 7 — I thimi 
they are very good reasons 

5013 The centiai difficulty would he round the Management In the 
absence of sufficiently tiamed businessmen m the co-opeiative Movement 
no amount of enthusiasm would bring sale societies into existence 7 — -1 
would suggest that if we could interest the bepans who are m these societies 
and induce them to come togethex, it would be a good thing 

5014 Chairman They are the people whose piofits jou want to re- 
duce 7 — But they are not making much 
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jl thought a little while ago you said they were making good piofits It 
Is not consistent on vour part to say that those people who come into the 
co-operative movement try to secure a state of affairs m which their pio- 
fits will be leduced so i hat the agriculturists might benefit? — S'o far as lac 
is concerned, it is a small crop, they can bind themselves to come 
without loss to any one 

5015 You want to introduce some anangement which will secuie to 
the agriculturist a greater share of the value of his produce Obviously 
if he lias to seeuie a gi eater sliaic, somebody else has to lose The ex- 
p 01 1 puce is based on voild conditions and that cannot lemam fixed Sc 
if the agrieultuust has to get moie, the middleman must lose Is that 
not obvious? — Yes 

5016 Mi Lamond In connection with advances made bv the central 
banks to pnmary societies, what supci vision is exercised? — They send out 
bank manageis and supervisors to see that money that hat, been taken for 
a ceitam puipose is used for that purpose and generally to lectin e to 
them as regards co-operation 

5017 Do they repoit to the ccntial banks? — They tike their authority 
from the Federation 

5018 Di. Hydci You made a statement that voui Bank maintains a 
full-time Secretary and staff of nine membeis, but possesses no field staff 
and does not undertake the work of inspecting oi supervising and that ■you 
go to the central bank for assistance Ts this corrpct? — Yes, quite so? 

5019 Central banks have such staff 0 — Yes 

5020 Do you lend to societies duect 0 — Whcie there is no central bank, 
we depend upon the Advisory Committee and in some cases Government 
also give special officeis Wo do not lend out money to any soc’eby or 
peison without a recommendation fiom the Begistrar The moial 
responsibility is absolutely on the Registrar Whether it is a central bank 
or a primary society, we do not advance without a recommendation 
Even when a lecommendation comes, we go through the annual leport, 
we discuss the matter and if we find we could accept them, we lend, 
otherwise we refer the matter hack to the Registrar foi further information 

5021 Mr Dcvndhar In reply to a question bv Di Hvder, you said 
that there is a lack of intelligent lead given to people m the mattei of 
organising sale societies 

5022 Dr Hijda I was trvmg to make out that the difficult! of sale 
societies lay in the Management and m secuimg proper trained men. 

5023 Mr Dcvadhai Was not the same difficulty experienced or ex- 
pressed by people when thev thought of organising cooperative banks 0 — 
Yes 

5024 Chairman In spite of its functioning foi the last 25 vears or 
over, the co-operative movement has spread only to 2 pel cent of the total 
population m your province Is that so? — Yes 

5025 But what I cannot understand is how is it you have not yet 
found fit to stait at least one ciop sale society, which vou sav is bound to 
succeed if worked on a laige scale? — So far as I could see, efforts are 
being made 



539 


5026 Mi HanuUib Panlulu Do you make any attempt m youi province 
-to distinguish between short and long term loan applications’ — We are 
now trying to observe that diffeience 

5027 You aie not getting sepaiate applications fox long and shoit term 
loans as m Madias That is what you say’ — The present Begistiar is 
talcing up the question, and we are giadually moving on m that direction 

5028 31 that system comes into vogue, do you thmlc the conditions 
would impiove very much’ — Yes, ceitamly 

5029 Mr Muhhtar Singh Do you piovide finance foi landless laiyats’ — 
Yes, we do Honesty and chaiactei aie the only ciedit and criterion with 
-the co-opeiative movement 

5030 You do not mind whethei the man is only a tenant or whether 
he is a proprietor of land’ — We generallj advance loans to all desnable 

persons 

5031 Do you feel leally that it is possible foi a co-operative society 
to give sufficient amount of ciedit foi all the ordinary agricultural opera- 
tions of the agriculturists’ — No, not for all, under the piesent resources 

5032 Suppose you have a society m a village and it has 300 membeis 
Would you be able to meet all then financial lequirements’ — It is not now 

possible to give all the financial assistance they want 

5033 Therefore, do you mean to imply that membeis of your co-opera- 
tive societies have to bonou elsewheie as well ovei and above the 
loans that they get from your societies’ — Sometimes they get their Dans 
horn the maliajans as well 

5034 Then, will the mall a] an charge a highei rate of mteiest to mem- 
beis of co-opeiative societies who appioach him foi loans’ — If he is a 
man heavily m debt 

5035 Chairman I think All Muklitai Smgli’s point is this Let ns 
•assume that there is a co-operative society m a village and it has got 20 
members Quite apart from the redemption of old debt, each of these 20 
membeis wanted sav Its 50 each foi their crop lequirements Will the 
primary society be able to meet the lequirements of its members’ — They 
do finance such lequnemenfs, no doubt 

5036 Mr Muhhtar Singh But what happens if the crop fails’ — They 
aie allowed an extension of the penod of lepavment 

5037 Have you piepaied any statistics for finding out whether the total 
indebtedness of the membeis of the co-operative movement has gone 
down leally oi not’ — We have piobably not been able to deciease the 
indebtedness, but ceitamly the indebtedness has not increased 

5038 Do you mean to imply that their assets have mci eased and so also 
then indebtedness’- — It is piobably so If a balance sheet was made out, 
piobablv then assets would be better than liabilities 

5039 Chan man Foi his ciop expenses and maintaining himself, the 
cultivator aceoidmg to you is granted adequate loans’ — I think yes 

)OlQ But \ou do not giant them loans foi w r hat aie called unproductive 
expenses, and theiefoie fiom that point of view the actual indebtedness is 
bound to increase unless the assets of these men are sound ’ — I agree The 
only -justification for the co-opeiative movement is to lighten the indebted- 
ness of its members 
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5041 Aie them noi eases where the piovision of facile credit hag 
resulted m an improvident man getting more and more into debt? — Of 
course, theie are 

5042 Mr Devadhai When I was m your province some time ago I 
asked youi local co-operatois whethei they will explain to me the difference 
m then method of giving financial accommodation from the sowcar’s 
method, and the answei that I got was that the co-operative movement 
would always cut down the demands of their members for loans, while it 
was reverse m the case of the sowcar who always welcomed debtois and 
eien induced them to accept moie? — That is the picture 

The examination of the witness then concluded 
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SIXTEENTH DAY. 

Friday, the 12th September 1930. 


Present 


Sir Bhupendra Nath Mitra, KCSI.KCIB, GBE (Chav man) 


Mr F V Bushforth 
Di L K Hyder 
Mr V, Bamdas PantiiLh 
Mr W Lamond 
Mr V K Aravamudha Ayangar, M A , C I E 
Mr. B P Masani, M A ( Joint Secretary ) 


Mr B W Buckley 
Mr G K Devadhar, C I E 
Choudhn Mukhtar Singh 
Seth Hap Abdoola Haroon 
(Secretary) 


Mr Vishnu Tliakoie, lepiesentative of the Indian Provincial Co-opera- 
tive Banks’ Association, and Seeietaij B & 0 Provincial Co-opeiative 
Bank, Patna, was examined 

5043 Chairman Will you kindly give us some particulars about the 
objects of youi Association and its membership 9 — Our Association nas got 
its punted by-laws The mam object; of the Association is to piomote the 
growth of co-operative organisations, to safeguard the financial interests 
of its members and to do everything with the funds available at the disposal 
of the Association to piomote these objects In financial matters, the 
Association, m the absence of an All-India Apex Bank, tries to bung these 
members together by publishing quarterly financial statements and issuing 
foiecasts of the lequireraents of its membeis Our membership is confined 
only to apex-co-opeiakve banks of British India and Indian States 

5044 Therefore your operations do not extend to provinces where there 
nre no apex co-operative banks Is that what you mean 9 — 'That is so 

5045 You state that although co-operative banks m the Bombay Presi- 
dency keep short term deposits with the Exchange Banks, the latter do 
not allow even mter-bank call money to the Bombay Provincial Bank 
without asking foi security Will you kindly tell us if this has always been 
"the practice of Exchange Banks or whether there has been only recently 
a change m their dealings with the co-opeiative banks" — I think this ques- 
tion arose only recently since the suspension of cash credit facilities by the 
Imperial Bank 

5046 You state that the Imperial Bank is also said to be unwilling to 
give advances to the Bombay Provincial Bank on the security of Govern- 
ment paper Will you kindly tell us if you have any definite information 
on the subject 9 — Sir Lalubhai Samaldas Mehta, who is connected with 
the Bombav Provincial Co-opeiative Bank, m his evidence before the 
Bombay Provincial Banking Enquiry Committee, has said as follow* — 
"This credit, which was not being made much use of, but served as an 
ultimate fluid resource, was curtailed by half and has been stopped this vear 
The ground for this is stated to he the trust deed to secure the debentures 
under which the trustees have a floating charge on the general assets of the 
bank The interpretation placed by the lawveis on the significance of such 
a charge differs, but for the present the authorities of the Provincial Bank 
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have refrained from furthei arguing the point with the imperial Bank o£ 
India No credit, in view of this ruling, is allowed even on the secunty 
of Government paper” Mr V L Mehta, giving evidence befoie the 
Bombay Committee on behalf of the Bombay Provincial Co-opeiative Bank 
has also said so 

Mr Lamond This is a legal point We are not m a position to 
discuss the subject at piesent The Imperial Bank when it gives evidence 
before this Committee will put the whole case before it 

5047 Chanman You say that if the co-operative banks aie required to- 
give an undei taking that no business of buying and selling of remutances 
will be transacted by them at the centres where the Imperial Bank of India 
has branches, their expansion and usefulness will receive a senons cheek 
Am I eoirect in assuming that the undertaking lcfers to remittances by 
remittance transfer receipts m connection with commission business ' If 
so, will vou please explain how the union ard result mentioned by you is 
hkely to arise 9 — What we meant by usefulness was the usefulness to the 
depositors It will also stand m the wa\ of a rapid remittance of funds 
from one place to another 

5048 Is it your point that the co-operative banks should be allowed 
to make remittances by remittance transfer receipts m connection with the 
commission business? — Yes 

5049 Prom what you state, no embargo seems to have been placed on 
your remitting money by remittance transfer receipts m connect on with 
your remittances within the movement It is only when vou want to remit 
money in connection with your commission business that certain re^tnc 
tions have been imposed How will that mteifeic with the expansion and 
usefulness of your co-opeiative banks 9 — My point is that our deposits a T so 
get a set-hack and this also affects the eo-opeiative movement 

5050 As matteis now stand, are measures which have tire effect of 
increasing the deposits m these co-operative banks likely to help m the 
development of the co-opeiative movement and foi the purpose of the fuilher 
development of the co-opeiative movement m the neni futuie do co operative 
institutions icquire any fuithei facilities for the giowth of then deposits 0 — 
In the opinion of our Association, they do require further facilities m n gard 
to tins matter 

5051 If they got the money what will thev do 0 — We do not agiee with 
the pos tion taken up by some of the Piovrac al Banking Enquny Commit- 
tees that these provincial co-opeiative banks have a surplus which thev 
cannot invest 

5052 You listened to the evidence of the pievious witness, Mr Boy, 
p who was examined on behalf of the Bihai and Onssa Piouncial Co-opera- 

tne Bank and you remembei lie admitted that m the neai future there is no 
need foi additional resouiees foi the puipose of furlliei development of Ihe 
movement 9 — Yes, I heard him say so 

5058 I shall now read out to you certain figuies which aie before us 
In the Punjab Provincial Co operative Bank, m the yeai 1929, then fixed 
deposits amounted to Bs 35 lakhs and then cuirent and savings deposits* 
amounted to Bs 10 lakhs, ^together 45 lakhs, and against this amount 
their investments aggregated to only Bs 36 lakhs What do vou say to 
this 9 The Punjab Provincial Bank was started only about 6 years ‘’go red 
it is gradually getting a footing m the co operative movement 
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5054 Therefore it is I say that the co-operative banks m the Punjab- 
do not stand m need of fumhe*. finance for the development of the mo\e- 

jnent 0 I am afiaid we cannot generalise like that The figmes quoted 

are old ones The piopoition has undeigone a consideiable change du>mg 
the period that has elapsed since the statement n as piepared On 31st 
March, 1930, the Punjab Piovncial Bank had 71 lakhs out of vlnch 35?. 
lakhs veie invested m Government secuiities and 35 lakhs m advances to 
central banks 

5055 Chairman Have you got conespondmg figures foi 1929? — I have 
not got them heie, but I can send them latei on if the Committee so 
desire 

5056 Mi JRnshfoith Do vou publish the statement issued by your 
Association? — No, we do not publish it, it is meant foi circulation among 
membeis 

5057 Mi Bucldcy What is the object of cneulatmg it to members? — 
Just to enable them to see whetliei the fluid resources which have been 
lequired by Government have been pioperly maintained b\ them and 
whethei thev aie lunning on sound lines 

5058 Chairman According to you, these are the latest figures though 
thev differ laigely fiom ceitam figmes supplied to me by my colleague, 
Mr Ramdas Pantulu Take these figures as they stand, against deposits 
of 71 lakhs i on have got, invested m Government securities about 36 1 iklis, 
neatly 50 pel cent Theie again join statement does not show what is the 
obhgatoiv deposit under the lules of the Registrar? — Undei the rules of 
the Registrar, it will be cent pei cent of the current deposits, 50 per cent 
of savings and about 25 pei cent of fixed deposits 

5059 Take any piovmce is the position there such that undei present 
conditions the co-opeiative movement is hampeied owing to want cf funds 
or is it such that there is money at the disposal of the co-operative banks 
which is being utilised outside the movement? — The movement is no where 
hampeied foi want of funds, but it is hampeied for want of funds at a 
cheap rate of intei est 

5060 If the monej weie available at a cheap rate of interest, would the 
co-opeiative movement be able to issue laige advances to cultivatois than 
it is doing now ? — If not laigei m amount, the advances will be issued at 
cheapei lates 

5061 Therefore it follows that theie is no lack of resoiuces Now, sup- 
posing the resources at the disposal of the Co-opeiative Movement m the 
Bombay Piesidencv is 50 lakhs and it issues advances to the extent of the 
full 50 lakhs, whatever the rate of interest ehaiged, now, if its lesources- 
are raised fo 100 lakiis, what is going to happen to the remaining 50 lakhs? 
— It does not necessaufi- follow that we requne an enhancement m the 
resources of the Co-operative Movement, we require resources to be made 
available to us at cheapei iates of mteiest 

5062 That is quite a different matter — Our point is that if we advance 
money to the societies at cheap rates, societies will expand much more 
rapidly, and therefore the banks will advance money moie rapidly 

5063 T s it not a fact that m seveial provinces the apex bank refuses to 
sanction loans to Central banks or the Central banks fo primary locieties, 
because they are not satisfied with the object for which the loan is- 
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demanded 9 — When the object is legitimate or is permissible under the Co- 
operative Societies Act, I do not know of any instance where the eo- 
opeiative barks have refused money 

5064 Your rates of mteiest aie lower than the rates of the mahajau? — 
They are much less 

5065 Theiefoie eien with the present lates of interest there should be 
a laige demand on the co-opeiative banks foi advances to the lyot The 
ryot can go eithei to the co-operative institution oi he can go to the money- 
lender, and he is actually able to get loans from the co-opeiative institution 
at a much lower late than that which he is asked to paj to the money- 
lender (That was brought out m answei to a question fiom Mr Devadhar) 
Is it not therefore natuial that the ljot should prefer to go to the co- 
operative institution lather than to the money-lender 9 — Yes 

5066 Does it not follow therefoie that the question of reduction of 
mteiest is not an essential factor 9 — In that case we will have to go daw'n 
to the pnmaiy societies m Die villages It does not necessarily follow that 
all membeis of one village get loans at the same rate fiom the mabajan 
Some get it at cheipei lates others at higher intes But when we tlvak 
of the mahajan’s rate of interest we take into consideiation the aveiage 
rate only 

5067 What is the piopoition or the agneultunsts who get Iheir loans 
from the mahajan at the same lates oi even at eheapex lates to those who 
get their loans from the co-opeiative institutions 9 — At least about 10 per 
cent , generally speaking, can get cheaper rates from the mahajan than 
from the co-operative banks 

5068 How does the ryot suffer m that case 9 — This bungs us back to 
the question of the position of the mabajan The Co-operati\e societies 
have got organised credit, rvhile the mahajan has not 

5069 How does that affect the cultivator 9 How r does he suffer? — He 
is not sure of getting that help alwajs at the same rate, another thing is 
that he cannot expect to get help whenever he w ants 

5070 In that case he wall come to the co-operative institution 9 — Tut 
the temptation of getting cheap rates from the mahajan at another time 
is still them 

5071 But as you admit, these cases are exceptional, and therefore it 
is not possible to legislate for exceptional cases Hence my •-tatement 
stands, namely, that the Co-opeiative Movement is not making the fullest 
use of the money available wnthm the movement — That is because of the 
high rates of interest 

5072 My colleague, Mr Bamdas Pantulu also supports me m the view 
that it is only m exceptional cases that the *yot prefers to go to the mabajan 
instead of coming to the co-operative institution It has been impossible 
to legislate for these exceptional cases and theieby to lay tlie door open to 
othex serious difficulties If it could be established that if more monev 
nowjed into the Movement and the rates of interest cheapened, it would no 
aoubl benefit the agricultorist as a class, your proposition could not have 
been disputed As it is all I can sav is that a reasonable and honest critic 
may be excused, if he takes the view that at the present time the Co-opcia- 
tive Movement has more funds than it can usefully employ wathin the 
movement 
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5073 Mr Bamdas Pantulu The fact is that we had to ma he enquiry 
into the question as to why the villagers had lesort to the mahajan and the 
answer we got was that it was not because of the lates of interest, it was 
due to the inelastic method of the eo-opeiative movement Sometimes the 
co-operative banks to whom application is made foi help take as long as 
4 01 5 months to decide whether an advance’ should be given by the time 
they can come to a decision, the lyot’s needs are satisfied through the 
inahajan When the loan is given the amount is not always sufficient 
And thus it is that the lyot cannot get away completely from the clutches 
of the village moneylendei 

5074 Chairman Do you dispute that statement? — No, I am not dis- 
puting it 

5075 Therefore, what is required is initially and essentially a reform 
within the movement under which ciedit facilities would become m >re 
readily available to tbe ryot befoie tbeie is a leal demand for additional 
financial resources I myself am greatly interested m the Co-operative 
Movement and I am anxious that the movement should not starve foi want 
of funds But my object m discussing tbe question so thoroughly is just 
-to ascertain whether, it more funds were allowed to flow mto tbe movement, 
there would be any substantial gam to tbe agncultunst until the Movement 
has made certain reforms 

5076 Chau man You say that if the co-operative banks are compelled 
to maintain adequate fluid resources without depending for this puiDose on 
the Imperial Bank, this can only be achieved by an mciease in the rates 
of interest chaiged on loans Is it not a fact that genet ally speaking co- 
opeiative banks possess under present conditions adequate fluid resources 
without depending on cash credit from tbe Imperial Bank, owing to their 
inability to utilise the whole of then resources for rendering financnl aid 
to their affiliated societies? — I would refer you to the whole paragraph m 
the memorandum m which this statement occurs I maintain the state- 
ment 

5077 As matters now stand, m some of the provinces at any rate, the 
provincial banks or the co-operative banks as a whole aie not utilising the 
whole of the cash credit made available for them by the Imperial Bank, 
and as a mattei of fact they have got more resources than they can utilise 
for the time being If you examine the position m other countries, you 
will find that they aie making the fullest use of their lesouices (the analogy 
of other countries may or may not be pioper) If theie are adequate re- 
sources within the movement and the result of that is that the cash credits 
which have aheady been made available by the Imperial Bank are not fully; 
•utilised, where (does the difficulty arise? — The distinction is oetween 
adequate resources m the movement and adequate fluid resouices ‘Blind 
resources’ mean resouices which are meant for meeting liabilities created 
by tbe banks for carrying on their work and ‘adequate fluid resources will 
include liabilities which the banks have to pay as well as the liabilities they 
incur on behalf of central banks which they /finance 

5078 I was referring throughout to ‘adequate fluid resources’ in the 
course of the discussions this morning with the representative of the Pro- 
vincial Co-operative Bank Several provinces, e g , Bihar, Punjab, are not 
making full use of the fluid resources placed at their disposal by the Imperial 
Bank On the other hand, they have large amounts of fluid resources of 
their own That being so, how can this result you complain of arise?-- As 
■a matter of fact, we say that all provincial banks have adequate fluid 

Vol. in a r. 
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resources only from the figures which Are supplied to us We do nou know* 
their commitments or then liabilities which might be due There are 
liabilities, too, of provincial banks to cential banks m view of their con- 
stitution and functions 

5079 That is my difficulty We discussed the case of Bihar and Orissa 
this morning and I confess that the lepresentative of the Bihai and Orissa 
Piovmcial Co-opeiative Bank failed to satisfy me He ended up by -ay mg 
that they had adequate fluid lesouiees and pioduced a letter w Inch went 
against him — I do not think this letter which was pioduced shows any- 
where that the fluid resources are adequate 

5080 Even according to the Begistiai’s lule the fluid resources are more 
than adequate — The fluid resources, accoidmg to the lettei, are Rs 19,42,000, 
invested m Government securities According to Government ordcis w© 
are requned to maintain fluid resources of Rs 19 lakhs, and the di Hoi cnee 
is onlv Rs 42,000 These fluid resources aie for meeting the liabilities cf 
the bank to its depositois They do not include the resouices which the 
piovmcial bank will require m older to meet unexpected demands from 
its affiliated cential banks We are a small bank with a working capital' 
of Rs 75 lakhs, workin" as an apex bank for the whole province i e , as a 
banket’s bank, and as I have said, we are requned to maintain not cnly 
fluid resources for meet ng oui liabilities to depositors but for meeting 
demands from central banks also 

5081 We examined the position as it stood two years ago and the posi- 
tion as it now stands and from the letter produced it did not appear that 
there was a material change Therefore, ra theory, what you say may be 
all correct — It is not a theory, I am talking of practice 

5082 I am talking of practice also The first piactice is that the Re- 
gistrar’s rules require you to maintain a certain fluid resource You then 
say that you do not consider that to be fully adequate You want more for 
ceitam purposes which means that the Registrar’s rules did not tak° them 
into consideration 9 — These rules refer onlv to liquid resources which are 
required to meet our own liabilities to depositors There is no rule laid 
dowm meeting the liabilities of central banks 

5083 The assumption is that you can meet them from the growth in 
your ordinary deposits or reserves and the experience of two years in the 
case of the Bibm Provincial Bank ceitamly substantiates that assump- 
tion 9 — The assumption is that the fluid resources prescribed by the 
Registrar m several provinces are not sufficient and the provincial banks 
are therefore maintaining greater resouices than have been prescribed 
actually 

5084 Prom that I draw the inference that thev cannot spend the money, 
withm the movement in their own provinces This, as a matter of fact, 
is supported bv what is said by the various provincial committees’ mnorts 9 — 

T w’lH quote only one instance which occurred m Madras Tn the course 
of one year there w r as en unexpected demand of Rs 45 lakhs due fo the 
withdrawal of cash credit facilities granted by the Imperial Bank to central " 
banks, and this demand had to be met by the Madras Provincial Bank 
withm a period of nine months 

Ai, inci( ^ en t given supports me rather than you, because it means 

. * r withdrawn! of the cash credit,bv the Imperial Bank did not affect 

m]ur,ousIy the financial position of the Madras Provincial Bank My p mfc 
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was that these co-operative banks possess enough of fluid resouices to 
enable them to do without the cash credit of the Imperial Bank If the 
statement which vou have made is correct and if the Madras Bank had to 
replace 45 lakhs of cash credit which the Imperial Bank gave it by means 
of its fluid lesouices and it did not suffer m the process, that only establishes 
my proposition ? — If we refer to the figures, we see that the Madras Pro- 
vincial Bank at present has fluid resouices and Government securities 
amounting to 85 pei cent of its total liabilities There is a substantial 
fall m resources What I suggested was that the cash credit faciht’es 
were not granted to the Madras Piovmcial Bank by the Imper al Bank 
but the Imperial Bank had granted these cash credil facilities to the central 
banks affiliated to the Madras "Provincial Bank and these facilities had to 
be replaced by Government secui dies 

5086 To that extent has the cash credit facilities of the apex bank in- 
creased ? — No 

50S7 Therefoie, even if the Imperial Bank witbdiew th.s accommoda- 
tion amounting to 45 lakhs, the co-operative financial institutions m the 
Madras Presidency as a whole were able to meet the position so cieatod 
by means of the fluid resources at their disposal That is precisely v h it 
I am refenmg to If you had refened to the withdrawal of othei deposits, 
it might have helped you to maintain your position? — What happened was 
that these 45 lakhs were not met b\ the provincial bank out of its own 
resources The demand of 45 lakhs from the central banks was met by 
the Provincial Bank by withdrawing money from the Impenal Bank 
against the overdraft account gi anted to it against Government securities 
withdrawal of some of the deposits which the Madras Provincial Bank had 
placed with other prov nc al banks, and acceptance of fresh deposits 

5088 It met it from other fluid resources at its disposal That brings 1 
me back to my point 

5089 Mr Lamond You say in your memorandum “ the system of ad- 
vances against co-operative paper was therefore very important m Madias 
till it was suddenly stopped by the Imperial Bank of India last year” It 
was not suddenly stopped, it is being withdrawn over a period of five years 

5090 Chairman I am not questioning his statement Accepting his 
statement as correct, though the Impenal Bank withdrew the accommoda- 
tion of 45 lakhs from the co-operative financial institutions, they weie able 
to meet it from other fluid resources at their disposal Had that the effect 
of compelling them to raise their rate of interest? — In the beginning they 
certainly had to raise their interest on deposits for a period of 4 to 5 months 

5091 I am referring to the lending rate, and looking at the problem 
from the point of view of the agricffiturist The withdrawal of fluid re- 
sources by the Imperial Bank may hamper the movement ra one of two 
ways, it may compel the co-operative movement m that province to curtail 
the advances made to the ryot, or 'it may compel the co-opeiative move- 
ment m that province to raise its 1 rate of interest against the ryot I am 
only concerned with the rvot, and not with the profit of the bank H d the 
first thing haopen, i e , did this action of the Imperial Bank compel the 
co-operative bank m Madras provincial and central, to curtail the advances 
thev were making to the rvots? 

5092 Mr Ramdas Pantulu By saying that the Imperial Bank with- 
drew fluid resources, I understood you as meaning that the Imperial Bank 

2l2 
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not give ovei draft on tlis security of the co-operative paper, but in- 
sisted on the whole thing being backed by Government paper?— Yes 

5093 It is not a question of curtailing fluid resources’ — No 

5094 Take the case of the Urban Bank which receives deposits at 5 
per cent , and 3°nds to cential banks at 6 per cent The central banks 
give them at per cent The margin m the one -case is 1 and m the 
otbei 1$ per cent If you are compelled to keep the whole of the fluid 
resouiees m Government paper, your profits will go down and therefore 
you can recoup your losses by putting up your lending rate to the central 
banks, the central banks putting up their rate to societies and the societies 
in then turn putting up their rate to the ryots You are not on the ques- 
tion of adequacy of resources at all? — No 

5095 The Madras Central Urban Bank now iehes on the Imperial 
Bank’s overdraft on co-operative paper to return the deposits If it is 
called upon to meet liabilities of 45 lakhs all on a sudden it will be greatly 
upset without the overdraft It will have to default or to borrow at high 
rates or return deposits 

5096 Either there will be curtailment of credit or there will be putting 
up rates of mteiest unless you have large amounts of money to meet 
emergencies, because the position of a piovmcial bank is as a balancing 
eentie, it not only takes deposits but also all the surpluses of the central 
banks with the corresponding obligation to meet demands suddenly ? — Yes 

5097 Chairman That does not meet my point I was trying ro find 
out what the facts were The instance you gave was not an instance of a 
rush on the bank from its ordinary depositors It was a demand from the 
Imperial Bank for the return of 45 lakhs of rupees (I shall take youi figure 
as the correct one) You said that the provincial co-operative institutions 
had to give up 45 lakhs to the Imperial Bank Because they had these 
securities, they were able to meet; the situation without, firstly, reducing 
the resources available to the cultivator or raising the rate of interest 
against the cultivator These are facts? — Yes 

5098 Therefore your statements simply support my proposition that 
you could have done without the cash credit of, the Imperial Bank, with 
the help of the resources at your disposal ? — This sudden demand from the 
central banks would certainly have depleted ,their fluid resources to a very 
dangerous extent 

5099 Did they ? Has the Registrar of Co-operative Societies held that 
‘■'he fluid resources now possessed by the Madras Urban Central Bank are 
inadequate? Not now, as they recouped their position during the last 
four or five months 

5100 The instance you quoted was one which happened last year You 
unfortunately chose an illustration which every moment is going against 
you If you had said that there was a rush on the part of the depositors 
proper, your illustration would have been unanswerable My point really 
is that m spite of the Imperial Bank doing this, the co-operative movement 
has not suffered either in the matter of the money which it makes available 
to the agriculturist or in the matter. of the interest which it charges to 
the agriculturist 
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5101 Mr Bamdas Pantulu The Chairman’s question can be answered 
by you if you know how these transactions affect the Madras Central Urban. 
Bank as a result of the additional money having to be found by Govern- 
ment securities and if you examine the balance sheets as to what the pro- 
fits were before and after this transaction, you will have an adequate idea 
There cannot be any possible doubt, that the profits would go down when 
the entire overdraft is covered by Government paper 

5102 Chairman I am not concerned with the profits of the Madras 
Central Urban Bank, have the resources available to the agriculturist been 
reduced? — The fluid resources of the movement certainly were reduced 

5103 I t hink you told us that the fluid resources now existing are not 
in the opinion of the Registrar of the Co-operative Societies inadequate? — 
Yes, not now 

5104 Leaving aside the fluid resources, you have admitted that there 
has been no reduction in the facilities available to the ryot Has this 
affected the rate of interest charged to the ryot, has it been increased? — 
Not at present 

5105 I am only concerned with the present and I shall leave the ques- 
tion at that You state that the promissory notes deposited m the Imperial 
Bank of India as collateral security may be previously approved by the 
Assistant Registrar or the Registrar Will you kindly state whether you 
mean that the notes should be certified ‘good’ by the Assistant Regis- 
trar? — In Bihar and Madras the same system prevails, they are certified 
as ‘in order’ by the Registrar 

5106 You state that the recent decision of the Imperial Bank of India 
not to accept co-operative paper as collateral security must greatly em- 
bairass the co-operative movement Later on you state that the efforts 
made at co-operative marketing of agricultural produce are still very limited, 
and m order that these efforts may be more extensive and successful, ade- 
quate facilities for financing produce are needed You have no doubt seen 
the vie vs of the Provincial Banking Enquiry Committees on the subject of 
development of co-operative marketing If so you must have noticed that 
nowhere it is suggested that the development is suffering from want of 
financial resources in the co-operative movement Do you accept this posi- 
tion’ — If not veil you kindly state m which province the development is 
suffering from lack of such resources? — We have not said that the develop- 
ment is suffering from lack of funds at present When we (made that 
statement, we had an idea of the future developments of marketing 

5107 Have you any views to place before us on the subject of develop- 
ment of co-operative marketing? — We have not thought about it 

5108 You state that m big towns bills of exchange are also used in 
addition to hundis Will you kindly explain which bills of exchange you 
refer to? — By big towns, I refer to ports and by bills of exchange I mean 
ordinary bills 

5109 You state that with a view to encouraging banking habit m 
the people Government and public bodies should accept payments by 
cheques on co-operative banks in payment of their dues Will vou kindly 
give us any figures to show how far the co-operative movement m your 
province has encouraged the cheque habit during recent years ? — According 
to the statistical data published by Government although the fact is not 
quite clear, the total value of transactions including business done on 
remittance transfer receipts by cheques is said to amount to Rs 8 erore* 
annually. 
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5110 My question is with regard to the cheque habit of the people who 
operate through cheques on their current and savings bank accounts’ — I 
am soi ry , X have no details 

5111 Is it the custom to withdiaw monies on current accounts with 
the pumaiy banks by cheques? — This system is coming into vogue 
gradually. 

5112 You suggest that income denved fiom Government securities held 
by co-operative banks should be exempted from payment of income-tax. 
What Mould be your answer to the criticism of one of the Provincial Com- 
mittees that it is no part of the business of co-opeiative societies to invest 
-a great deal of their capital m mterest-beaung securities and that if they 
do so, they should, like other investors, be subjected to the deduction of 
income-tax from the letum on such investment? — I have only to add this 
to what Mr Boy on behalf of the Bihar and Orissa Provincial Bank told 
you in legard to this matter A good deal of the amount is not invested m 
Government securities and when the excess of income over expenditure of 
co-operative banks is excluded from the application of the Income-tax Act, 
it will not be equitable to make the Act applicable to income at the 
source 

5113 There is no good of your putting that question to us It is a thing 
for youi Movement to answer Therefore your view is that it is not 
equitable to make this charge? — Yes, that is so 

5114 Mr. Ramdas Pantulu Is it not only ns part of youi business that 
you have to deposit your money m Government securities to enable you to 
meet urgent calls by keeping your funds liquid? So, you are not investing 
)<iur money for investments sake’ — No We are doing it only as a part of 
om business 

5115 Chairman It has been suggested that interest derived from Gov- 
ernment securities held as an investment of the fluid Reserve should be 
exempt from income-tax but not the interest on securities held for any 
othei reason, for example, temporary employment of funds during the slack 
season Would that satisfy you? — I have nothing more to add The 
arrangement null satisfy us 

5110 Mr Ramdas Pantulu Have you made any attempts m your 
province to start land moitgage banks’ — No attempts have so far been made 

5117 Are there any great difficulties m the way of do.ng so’ — No en- 
quiries have yet been made m regard to this because the subject is consider- 
ed to be still m an experimental stage 

5118 So all youi long term requirements are being at present met 
through the rural credit societies Is that so? — Yes, as lar as it is possible 

5119 Do you think it is sound business to dispense long term credit 
through these rural societies’ — It is not safe to do so 

5120 Therefore, is it your view that most of your Doubles arise from 
the dispensing of long term loans through village organisations Is that 
so? — That is exactly so. 

5121 You are of the opinion that village societies aie not fitted to give 
■out long term loans ’—Yes, I agree 

5122 Mr Devadhar From the trend of many questions that have been 
put to you m which the leanings of the Imperial Bank towards the co- 
operative institutions have come m for laige cuticism, may I ask whether 
you have noticed any definite change in the attitude of the Imperial Bank 
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-with regard to the eo-opeiative movement? — There has been some change 
during the last 3 or 4 years 

5123 Is that due to the method of working of the co-operative mstitu- 

tions ? The gensial belief is that the co-operative institutions are becoming 

-very stiong and also being Government managed bodies they are also 
gradually coming into competition with the Imperial Bank m regard to 
-deposits, commission business, etc 

5124 Your idea is that because the bulk of the co-operative busmess is 
increasing, it has struck some fear m other quarters? — Yes, because the 
popular belief is that the co-operative banks aie trying to do commercial 
banking as well, although it is not a fact 

i 

5125 Could you tell me the total amount of the turn-over of the co- 

operative movement all over India compared with that of the turn-over 
of the Imperial Bank of India ? — By turn-over I mean the basis on 
which profits are calculated What is the turn-over of the Co-operative 
•movement ? — It is something like Rs 30 crores . , 

5126 And what is the turn-over of the Imperial Bank? — 

Mr Lamond I might tell you that it is over Rs 70 mores I mi p lit 
at the same time add that we have no such fear that the co-operative 
movement is working m competition against the Imperial Bank 

5127 Mr Devadhar The internal improvement which you suggest is 
more or less m regard to improvement of the delays which is caused to the 
borrowers from co-operative societies Do you mean to say that they take 
a long time to decide whethei an application for loan should be granted or 
mot? — Of couise, that causes delay 

5128 If that is so do you think it is due to something lacking m the 
Registrar’s office or do you think it is due to delay m your Provincial Bank 
itself? — -It is both 

5129 Mr Bavidas Pantulu Do your applications for loans, come through 
“the Registrar m Bihar and Orissa? — Yes All applications for loans must 
first be approved by the Registrar before they are passed on to us for 
disposal 

5130 It is not so in Madras ■ 

5131 Mr Devadhar Would you view it as an indication of a senous 
draw back m the existing co-operative machmeiy? — I would not call it 
much of a draw-back, but there is no doubt room foi improvement 

5132 Supposing for aigument’s sake we say that nothing should be 
done m the matter of improve'ment of the existing co-operative machinery 
unless this defect is rectified, would you agiee to that proposal? — It 
would be wrong in principle to do so 

5133 Mr Muhhtar Singh You say that the success so far achieved in 
co-operative marketing is conspicuous only where commercial crops like 
jute, cotton, jaggerv, and oilseeds, are concerned Can you give any 
reason why co-opeiative marketing has failed m other cases?— I do not say 
it has failed, but I only say it has not been so successful Mv view is 
that it will succeed where the necessary concentration can be achieved 
with a view to export the produce for sale elsewhere 
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5134 Do I understand from tins that you consider co-opeiative market- 
ing will be a success only m cases of exportable articles? — 1 do not mean 
or° intend articles expoiled abroad 1 lefer only to articles not consumed* 
locally but sent out to other paits of the country 

5135 In the case of articles consumed locally how is it you do not 
approve of co-opeiative marketing 9 — I like the idea no doubt, but my only 
feai is that it may not piove successful 

5136 I cannot understand why you make a distinction between the 
two 9 — The whole idea is that in the case of articles for local consumption, 
there may not be enough crop for sale 

5137 Chairman Is it youi point that m the case of aiticles for local 
consumption the cost of management of the sale society would be high 
and so it would not be a sound business proposition? — That is another 
leason 

5138 Mi Mukhtai Singh Is it you view that such marketing should 
be restucted only to the peisons who aie members of the society or could 
it deal with the commodities of other producers as well? — That will go* 
against the very idea of co-operation if non-members are permitted to have 
a share m these sale societies 

5139 How is it so 9 - — The members will anyhow have a distinct ad- 
vantage over non-members, m that the former will not have a share m the 
piofits while the lattei will? — That will then leduce a co-operative society 
to the status of a commission house 

5140 Mr Raindas Pantulu What we found in the Madura district m 
Madras was that the middle-men used to purchase the goods from the 
raiyats and sold them through the societies and made all the piofits So 
it is that we had to make a definite lecommendation m the Deport oE the 
Townsend Committee that the whole business should be confined to mem- 
beis 

5141 Chan man The non-membeis will make use of the society as and 
when it suits them to do so and there will not be a moral binding on them 
Is that not so 9 — Yes 

5142 And even m the case of members loyalty has been found wanting 
and that is the reason why m many provinces these co-operative sale 
societies have failed? — That is quite true 

5143 Mr Devadhai It is being giadually leahsed now that unless 
some such facilities aie given to the agriculturist to enable them to repay 
regulaily their loans, it would be impossible foi the co-opeiative banks to 
make any advance, which means that the agriculturist ‘will be discouraged 
m having dealings with the banks? — I can quite see your point 

5144 Chairman Theie is the sales society The agriculturist for the 
crop finance has got to go to the sowcai because there is no credit society 
working m conjunction with the sales society If he has got to get his 
finance for his crops from the sowcar, then he goes into the clutches of the 
sowcai and must take his produce to the sowcar There is no help for it 
Aow, if theie is no legal obligation and if on a certain occasion the agricul- 
turist does not take his produce to the sowcar, the sowcai will say, “You 
took money fiom me but you took your crop to the sales society There- 
foie now do not come to me for help, go to your sales society for the finance 
you need ” 

5145 Choudhari Mukhtar Singh To whom do you sell his produce? — 
It is sold to the merchants, there is a market for it 
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5146 So it is like the other banya shops 9 — With the difference chat 
the piofits m a banya shop belong to the banya himself whereas the pro- 
fits m this sales shop go to the society 

5147 In youi memorandum, you have said, “The Oo-opeiative Banks 
under letter No 1244-A G R , dated the 29th Septembei 1924, from the 
Secietary to the Government of India m the Department of Education, to 
the Piovmcial Governments, aie forbidden fiom doing any exchange busi- 
ness ” What do you mean when you say that Government has forbidden 
you from doing exchange business 9 — We mean free remittance busmess 
for the purpose of exchange busmess 

5148 Chav man Mi Mukhtar Singh, kindly lead further and you will 
find what the Government ’s intention is It is cleai that they have no 
objection if you remit youi money on youi owm account 

5149 Choudhan Mukhtar Singh In the next paiagiaph you say again 
“Exchange busmess is a peifectly legitimate business for co-operative 
banks and societies to undertake’ Do you here also refer to free remit- 
tance business? — Yes 

5150 In youi memoiandum you say, “The Ro\al Commission on 
Agriculture m India in discussing the form of State-aid recommended that 
the most suitable foim m which State aid can be granted to the Co-opera- 
tive Movement, is to guaiantee interest on debentures issued repayable in 
20 or 30 years with a view r to provide the much needed long teim capital 
for the movement at a reasonably low late of mteiest *’ Do you mean 
to say that Government should make money available to you ? — Our inten- 
tion is that Government should only guaiantee mteiest on long-term 
debentures for the finance of the societies 

5151 What is the duration of the advances you have made for land 
improvement 9 — 5 to 10 yeais 

5152 In cases wdieie the impiovement is made in the land, does the 
Government enhance the revenue also on account of that improvement? — 
In Bihai and Orissa w^e have the zemmdari system, so there is no enhance- 
ment of rent It is a permanent settlement 

5153 Do the zemmdais themselves make any improvement? — We do 
not know any such cases 

5154 Mi Bam das Pantulu Aie the members of your society tenants 
of permanently settled zemmdais 9 — They aie only tenants 

5155 No man whose lent is settled permanently is a member of your 
Association? — No 

5156 Choudhan Mukhtar Singh In youi memoiandum, you have sug- 
gested, “With a view to encourage the marketing on co-operative lines of 
the agricultuial produce of members of societies, cheap and long term 
capital is required foi the acquisition or construction of godowns m ruial 
areas The Co-operative banks of the country are not m a position to pro- 
vide the required capital at a low rate of mteiest for the- long period it is 
required,” Here, are you referring to marketing societies or to the sale 
and purchase societies 9 — Theie are no marketing societies, w^e have only 
purchase and sale societies, but godowns are certainly required for which 
a lot of capital would be required As it is, the societies have not got 
any godowns of their own 



5157 Mr Bamdas Pantulu On tins question of the election of godowns 
:for tlic storage of the produce, let me tell you that the Madias Government 
have been \ery geneious m piomismg to lend money at 54 per cent to the 
sale societies, if the lattei are going to build godowns But what we have 
found actually is that the outlay on the election of godowns at 5-1 per cent 
comes to so much that the lent that can be expected to be realised from 
these godowns does not covei even the interest Theiefore we aie not able 
to take advantage of the Government’s geneious offer Do you therefore 
expect the Government to advance money to the sale societies at less than 
51 pei cent when they themselves are borrowing at times at 6 pei cent?— 
Even at this late we are not able to have the benefit of the Governments 
offer as the rent that can be realised from the godowns is haidly sufficient 
to cover the intei est at which the Government is prepared to lend 


5158 Theiefoie unless the Government weie able to make a free loan 
or a loan at a very nominal rate of interest, the concession m youi opinion 
would be immaterial? — Quite 


5159 ChoudLan Multlitar Singh Have vou studied co-operative banking 
as it is piaetised m the United Provinces? — I have studied the reports of 
the Begistiar 


5160 Can you tell me why they have not made any headway there? — 

Peihaps the societies aie not functioning well there, but I have no peisona] 
knowledge 1 

5161 Mr RushfoUh Why should you ask for favoured treatment for 
your investments m Government securities? — I think you know that the 
profits of the co-operative banks aie exempt fiom income-tax If the 
balance of income over expenditure is exempt from the operation of the 
Income-tax Act, then it would not be pioper to charge income at the source. 
That would be wmise still 

5162 Supposing you invest m income-tax-free Treasuiy Bills, would you 
ask foi a subsidy? — Tieasury Bills have been mtioduced only recently, 
they have not been m force foi more than tw r o yeais 

5163 But w r ould vou to that extent ask foi a subsidy? — It is not a 
subsidy w'e want All that we say is that if the piofits aie exempt from 
income-tax, it is not equitable to chaige income at the souice 

5164 Has join Movement done anything to tap the hidden hoards of 
India? — All the Provincial Committees have leported that the Movement 
has done that 


5165 Mr Bamdas Pantulu If you are to maintain fluid lesources m 
the foim of secuttlies and such secunties aie exempted from tax you have 
in grievance? — We have got to keep than under the statute In assessing 
our piofits and losses, supposing a society makes a loss still we shall have to 
lax on the securities as a separate item * 


5166 Mr Devadhar You say that you do not claim assistance from 
Government by way of subsidy but that you would like to secure exemp- 
tion? — Yes 


516/ I think you admit that the nature of tbe work done by the 
Co-opciative Movement is moie by v r ay of social service than bv way of 
pront-mnking Well, if that be correct, then I think that the demand for 
exemption should come under tbe category of social service? — I admit that 
the Co-operative Movement was not started wuth a view to making profits , 
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It was designed more to rendei social service to the community than to 
function as °a mere business concern for the sale of earning piofits 

5168 Chairman The point is that under some local piovision or under 
the terms of the bond the society has a prior claim on that land Is that 
not so?— We me required to moitgage the property with the society and 
then only the loan is advanced by it 

5169 Theieaftei if he goes to a sowcar and takes a loan from him, there 
will be a second mortgage If again thereafter the society gives a third 
loan, the society’s loans have pieeedence over the loans given by the 
•sowears ? — Yes 

5170 Mr Lamond Does this statement apply to the whole of India? — • 
I have made a general statement, it applies to the majority of the 
provinces 

51 71 Choudhan Muhhtar Singh Even if it be a loan for two years you 
will take a mortgage for the land 9 — Generally m Bihar and Orissa we take 
mortgages if the amount of the loan exceeds Rs 100 

5172 Chairman Therefore it is not a question of short-term loan? — • 
It is not a question of short-term or long-term loan We take a mortgage 
m all cases where the amount of the loan exceeds Rs 100 

5173 Mr Lamond So that your remark really applies to Bihar and 
•Orissa 9 — I have said that it applies to most of the provinces 

5174 Chairman What is now disclosed has a very important bearing 
on the point raised by you It is not a question of short-term or long-term 
loans even m Bihar and Orissa The mortgage is taken on ] y in the case 
of loans which exceed a certain amount, that amount m the case of some 
societies is Rs 200, m the case of some others, Rs 100 9 — That is so 

5175 Mr Bucldey Aie these mortgages registered, and if so with 
whom 9 — They aie legistered with the local registration authorities 

5176 Mr Lamond In your memorandum you make a suggestion that 
co-operative banks ought to be allowed to use Government funds for the 
purpose of doing exchange business at places wdiere the Imperial Bank has 
no branch, and refer to currency locked up m Government treasuries 
What paiticular funds do you refer to as locked up m Government 
treasuries 9 — I refer to revenues collected 

5177 They aie placed m the eunency chest m treasuries? — It takes 
some time foi them to be released 

5178 The Government at piesent issue supply bills and telegraphic 
transfeis on all producing centies at l/16th per cent You propose to take 
over the Government funds, do this exchange business which Government 
is now doing and take the piofit Is that a fan proposition? — I think our 
proposal is that supply bills and telegraphic transfers should be supplied 
to co-opeiative societies at par 

5179 Why should you take the commission which Government is now 
making on these tiansfeis? — Eoi expeditious transfer of funds 

5180 Suppose I am a cotton mei chant m Bombay I want two lakhs 
of rupees at, say, a sub-tieasury m Berar, vhere the bank is not repre- 
sented I go to the Tieasury in Bombay, pay my money plus exchange 
and get two lakhs at the sub-treasury You say that is putting dovn the 
-co-operative bank Government will have received that money, shroffed 
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it, kept it ready for payment and instead of getting its piofit of l/16th, you 
say they should give it to you for nothing?— The supply bills are issued under 
some previous airangement 

5181 My point is that Government will be transfeirmg the piofit they 
are now making on these transfers to the co-opeiative movement? — Gov- 
ernment is not doing it for profit 

5182 They aie moving their funds from the upcounliy tieasunes to 
Bombay by issuing supply bills on which they get l/16th’ — But they 
nevei issue unless they have funds foi transfer 

5183 Chan man The point is this In youi memorandum you say 
“ If theiefoie a means can be devised to release the currency locked up in 
Government tieasunes for the use of local merchants through co-operative 
hanks by permitting the latter to do exchange business, the feeling of 
stringency is sure to be less acute with the passage of time ” Mr Lamond 
says that theie is no question of funds being locked up, because at the 
tieasunes where money is collected, it is immediately placed into the 
currency chest as currency leserve and money is taken from the currency 
chest at some othei place where there is a demand for it Therefoie what 
you suggest wall not m any way help the feeling of stringency, because 
under present airangement the money is transferred without any delay to 
the place wheie it is required To this you have not given any answer 
All you said wa« that Government should give you the concession to transfer 
funds by telegraphic transfers Mr Lamond asked you whether this 
anangement would not result m your getting the income which now accrues 
to Government and therefore to the geneial tax-payer Even to that you 
have not given any answei You said that this tiansfer will not take place. 
There is no doubt that it will take place At present Government is re- 
ceiving a certain income and that income, I think, goes to make up foi the 
cost of remitting money between the different centres 

5184 Mr Lamond The point is that Government aie enabled to tiansfer 
their revenue from a producing centre to a mam cunency office 

5185 Chairman Your proposal amounts to a subsidy, i e , you say that 
the tax-payei should foi ego this income and hand it over to the co-opera- 
tive bank without any reduction m the labour of Government m connec- 
tion with the shroffing of currency 

5186 Mr Bamdas Pantulu Yo say m youi memorandum that “the 
land revenue so collected accumulates m Government treasuries without 
any outlet whereby it could be made available for the financing of local 
trade The agriculturist at the same time markets his produce and the 
merchants lequire money m mofussil towns for its pui chase At this tfme 
of the jear the Government treasuries m mofussil towns possess funds but 
cannot release them for the use of local merchants ” I want to know 
why they cannot release the funds? — They do not release the funds locally 
By treasunes I include sub-tieasunes also 

5187 CJiairman Do you agree that the statement “at this time of the 
year the Government m mofussil towns possess funds but cannot release 
them for the use of local merchants” is not a correct statement? — I was 
not aware that Government released funds locally 

5188 Dr Hyder You say that co-operation should be included as a 
subject for study foi the examination of the Institute of Bankers You are- 
a banker’ — Yes 
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5189 Is theie any diffeience between co-operative banking and any 
-other land of banking, say, commercial banking?— What you really want is 
•that the law applicable to co-operative banks should be known to the people 
so that boys who really want to go back to co-operative societies which 
need their service as bankers should know what the law applicable to co- 
op erative societies is? — Yes 

5190 Have the boys who appear for such an examination also to take 
up a thoiough study of the Act’ — The Act will not help them much m 
co-operative banking, because theie aie other technicalities too The func- 
tions of co-opeiative banks and co-operative societies are diffeient from 
those of joint stock banks 

5191 Mr Lamond Would you propose then that the candidates for 
eo-operative banking should have a special examination ? — I would suggest 
that it should form a pait of their training 

5192 Of every candidate’ — Not for commercial banking 

5198 You would have a sepaiate papei foi co-operative banking’ — Yes 

5194 Is not that a matter foi the Society of Co-opeiative Bankeis? 
Would it not be better to have a separate Institute ? — No 

5195 Mr Bamdas Pantulu Most of the principles of banking are the 
same, theiefore, if you want to get a proper employee foi your bank, you 
not only want a man who knows something about co-operative banking, 
but one who knows all about banking Therefoie be will be fully qualified 
if he gets -his training m the Institute of Bankers and all that would be 
required would be a separate paper on co-operative banking 

5196 Mr Lavlond There is a difficulty m that the co-opeiative banks 
cannob expect to employ boys who pass the examination from the Institute 
of Bankers as they Mould already be m a bank You will therefoie have 
to tram your own men 

5197 Dr Hydei Theie was a question about mcOme-tax It seems 
to me that if you choose the tieasury bill, you can escape income-tax 
altogether’ — We cannot invest all our money m treasury bills, because the 
period is very limited 

5198 Tieasury bills are moie liquid than the other securities’ — The 
yield m companson is also very little 

5199 How many yeais have you been the Secretary of this Associa- 
tion? — This Association was organised only two years back 

5200 How long have you been m the co-operative movement’ — Nor 
mine years 

5201 You say that the margin between the lendmg rate and borrowing 
rate is diminishing? — It is 

5202 Your view is that as the Co-operative Movement spreads this 
margin becomes less and less between the lendmg rate and the borrowing 
rate ’ — Yes 

5203 Nor the maigm to dimmish or for these two rates to approximate 
to each other, either the lendmg rate must fall or the borrowing rate must go 
np ? — The borrowing rates are decreasing, the lendmg rates are also decreas- 
ing The point is that if the lendmg rates decrease at a faster rate than 
the borrowing rates, the margin also decreases 
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5204 I cannot understand the statement m your memorandum where- 
vou say “The variations in the lending rates of Piovmcial Banks to Cential 
Banks m different piovmces ate due eithei to the diffeient monetary eondi- 
t ons of the places seived by the Provincial Banks, or to the latter’s in- 
ability to raise the required money at a loner rate due either, 1o the rapid 
expansion of the movement, or to its recent organisation ” You say that 
m some provinces there is a vanation m the lending rate and you say 
either it is due to certain monetary causes 01 it is due to inability of these 
banks to bonow moie monej 9 — You must take ibo parngiaph as a whole 
and not an isolated sentence In lefernng to variations m the lending rates 
of Provincial banks to Central banks, I have m view the lending rates of 
different piovmces 

5205 Therefoie m some piovmces the leading iates must also go up? — 
They do not go up oi go down theie is a diffcience between the lending 
rates of provincial banks and central banks m different piovmces 

5206 You say that m some provinces fheie is this difference, m others 
theie is so much difference? — I have explained the differences between the 
lending iates and bortownng iates r g , the lending rate of Bombay is 
lorvei than the lending rate of Bihai This has no connection with the 
margin, the margin is on the deciease 

5207 Is it couect to say that as the co operative movement spreads 
co-operative banks will have to pay more to attract deposits? — No What 
I have said befoie, and what I submit again, is that the borrowing rateB 
aie certainly decreasing, but the lending rates are decreasing fastei 

5208 Mr Dcvadhai You said that you follow' certain canons so fai ns 
apex banks wem concerned Are not the canons of co-operative banks the 
same more or less? — There is slight difference 

5209 When loans are sanctioned by co-opeiative in°titutions you 
generally take into account 33 per cent of the value of the assets? — Yes 

5210 Whernas when loans are negotiated by a commeicml bank or a 
loint stock bank, sometimes on the stiengtb of the block, the money 
advanced is something between 40 to 50 per cent 9 — That is so 

5211 If is not therefore the case that those who are in ohaige of the 
co-operative banks take gicater precaution about their finance than the 
ordinary commeicml banker? — Quite 

5212 Is not there a greatei lestramt 9 — Theie is certainly greater* 

restraint J 
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SEVENTEENTH DAY* 
15th September 1930. 


Present . 


Sir Bhupendra Nath Mitra, KCSI, K C I E , CBB (Chau man ) 
Sn Purshotamdvs Thvkurdas, Kt , G I E , MBE (Vice-Chairman ) 


Mr D P Knur an' 

Mr F V Rushforth 
Mr Manu Subedyr 
Dr L K Hyder 
Mr V Band vs Paxtulu 
Mr W Lamoxd 
Lala Harkistien Dal 


Mi B W Buckley 
Eli J vdu Nath Boy 
C hou dhu Mlkhtar Sikgh 
Mi Jamal Mahomed 
Mi Nalini Ban t jan t Sarkar 
S eth Haji Abdoola Haroox 


Mr V K. Aravamudha Ay an gar, M A , GIE (Secretary) 
Mr R P Masaxi, M A (Joint Secretary ) 


Piofessor P J Thomas, Professor of Economics, Madras University' 
was examined 

5213 Chairman You aie Professor of Economics m the Madras Uni- 
versity and you veie also a member of the Madras Piovmcial Banking 
Enquiry Committee? — Yes 

5214 You have put m a note in the Report of that Committee and 
you have practically sent us a copy of that note as your memorandum 
and you wanted to be orally examined by this Committee on the basis 
of that Is that the postion? — I did not simply copy out the note I 
have taken relevant poitions from the same and have also modified the 
same m certain respects 

5215 Except that you have not sent to us the first part of that note, 
you have sent us all the other relevant portions Is that so? — Yes 

521G Your memorandum is less comprehensive than your minute of 
dissent? — That is so 

5217 You are of opinion that a more careful study of mortgages than 
has been hitherto attempted seems to be absolutely necessary not only 
for estimating the total indebtedness of the Madras Presidency but also 
for ascertaining whether as a result of indebtedness lend changes hands 
nearly every generation The usual information available m the Sub- 
Registrar’B office is not sufficient in your opinion and you suggest that to 
draw reliable conclusions we should have to carrv out detailed enqirres 
into the h’storv of mortgages m tvpical regions and must trace the course 
of each of the mortgages registered m the last 10 or 12 vears - Can vou 
give us an idea of the mnehinerv required for such an investigation and 
whether vou think the results obtamed would he commensurate w’th the 
trouble and expense involved’ — A more careful study of mortgages is, 
in my opinion, necessary for various reasons Firstly, mortgages seem to 
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be more common m Madras than elsewheie peihaps due to the ‘predo- 
minantly ryotwau tenrne Thus, while the United Provinces with a 
population of 45 millions has only an aveiage annual mortgage debt of 
Es 7 4 cioies, Madias with a population of 424 millions has had for the 
last 10 yeais an average mortgage debt of Us 20 cioies Yet in some of 
the northern districts land owneis aie said to be aveise from mortgaging 
their land This is not true of the gieater paifc of the presidency Thus, 
mortgage debt is the very cole of the pioblem of indebtedness Secondly, 
-several witnesses who appealed befoie the Madias Committee have pointed 
out that land changed hands very frequently in the villages If the 
purchasers aie agncultunsts, not much harm is done economically by such 
a change, although socially it may be an evil, but if land passes into the 
hands of non-cultivating money-lenders, that may result m an economic as 
well as social loss to the community The enquiries so far made, which 
are meagie, do not help us very much, but judging from the growth of 
tenancy at the expense of ownership m the presidency, the presumption 
is that a good number of the new owneis aie non-eultivntmg This point 
requires to be ascertained Thirdly, if the opeiations of the Land Mort- 
gage Banks aie to succeed, we must have an accurate pictuie of the causes 
and modes of mortgages and their many sided economic incidence Lastly, 
it is also woith while veiifying the nccuiacy of the assumption made m 
the Madras Report that the total moitgage indebtedness at any time may 
be obtained by adding up the moitgage debt of the tlnee previous years 
In my minute I have shown leasons foi dissenting fiom that view The 
best mode of eairymg out such an enqun\ would be, hist to divide the 
province into a few natuial legions, and then to stud} all the mortgages 
m a few typical villages in all of those legions The bale facts of the 
mortgages may be obtained from the Sub -Registrars’ offices, but the actual 
histoiy of the transactions can be studied only by going to the villages ami 
answering a questionnaire m regard to each moitgage Side bv side with 
this, I would also advocate an extensive enquuy to be earned out by 
circulating a general questionnaire among Registrars of each drstnet I 
have aheady prepared both the questionnaires and I piopose to get two 
research students to carry out this work, but the nature of the work is 
such that no satisfactory lesults could bo achieved without the active co- 
operation of registration and levenue officeis Whethei such help wall be 
forthcoming or not, I do not know , but my experience is that officers of 
Government are generally leluctant to supply such information The cost 
of such an enquiry cannot he laige Roui investigates on Rs 75 per 
mensem (plus travelling allowance) working foi six months or a year will 
be able to gather as much information as is needed for the geneinl purposes 
in view Accuiate statistics exist m all civilised countries about mortgage 
indebtedness and they are serviceable foi more purposes than one Row 
that we are engaged m devising schemes for agricultural credit, an enquiry 
like the above seems to me of piime impoitanee 

5218 Am I correct in assuming that you consider that 4 investigators 
on. the salary you proposed will be able to carry out the intensive and 
extensive enquiries contemplated by you? — Yes, they wll be able to carry 
out the intensive enquiries m a few selected areas only 

5219 Therefore, you do not want this intensive enquiry to he conducted 
throughout the province but only m typical villages m ceitain selected 
legions of the province’— Yes, that is my point 
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5220 And for this purpose you consider 4 investigators on Rs 75 per 
mensem foi 6 months would be adequate ? — Yes, provided the right type of 
villages are chosen with the help of the revenue and agricultural officers 

5221 What advantage would you derive from such an investigation ? 
Your fiist point was that the Madras Committee made a mistake m 
assuming that the moitgages aie foi 3 yeais Heie, Mr Hood has explain 
ed the position m a supplementary note published m the Madias Repoit 
He says “It has never been suggested that mortgages last only 3 yeais 
but it was suggested that while some are paid off and otheis increase, some 
are cancelled oi supeiseded aftei a. yeai and otheis persist for 10 or 12 
years befoie being cancelled oi replaced by a new document, on an 
average they last about 3 years, but at any time that aveiage includes some 
of only one year’s duration and many others of much longei duiation 
than three years Mr Thomas’ figures m part support this contention” 
What is your view? — What I have said is that the average of 3 years will 
give only a portion of the total mortgage indebtedness Most moitgages 
lun a longei teim and a laige numbei lasts the limitation period of 12 yeais 
and they are ended by selling the property The conclusions of the Bengal 
and the United Pxovinces Committees seem reasonable 

5222 You said that conditions m Madras weie special because m 
Madias settlement was mostly lyotwan What about Punjab 0 Do you 
know that zemindars theie really mean agriculturists ? — I suppose it is so 

5223 Therefore you do not know apparently the conditions all ovei 
India? — My knowledge is certainty not perfect, but I Imow Mi Dailmg 
has made a special study of this m Punjab, and I am acquainted with it 

5224 What enquiries that Mi Darling has made have been made for 
the purposes of his book Is that so? — I suppose it is so 

3225 Do you know in how many villages lie made this mtensne 
enquiry for the purpose of his book? — I cannot say that offhand, but I 
think he did make enquiries m several villages 

5226 Prom the Punjab Report it is not cleai whether they made anyr 
mtensive surveys or not, as you suggest You said that these surveys are 
lequired for the purpose of Land Mortgage Banks How will that enquiry 
help you? — We can find out the natuie, conditions and incidence of 
mortgage indebtedness 

5227 That will not pi ore to be of much use for the Cential Banians 
Committee It may or may not be a matter for Provincial Governments 
to act When the Board of Economic Enquiry comes into being as sug- 
gested by your Committee, it will be for that body to make further enquiries 
into the matter — I admit that so far as the question of commercial credit 
is concerned, such an enquiry will not be much helpful, but m the deter- 
mination of the best means for piovidmg agricultural credits such an en- 
quiry may be useful 

5228 Is it youi submission that until such a careful enquny has been 
made land mortgage banks should not be started? — They have aheady 
been started m Madras 

5229 Theiefore how do they affect the question of agricultural ciedil 
foi long teim or even the establishment of a long mortgage bank When the 
necessity for long term loan has been established and banks have alieadv 
been started for doing long term business, I don’t see how a more aceuiate 
estimate of the period of mortgage can affect even the question of rural 

i Yox, TII 2 M 
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finance? — A Land Mortgage Bank no doubt transforms old mortgages into 
periodically iepayable mortgage debt, and m doing so it requires exact 
details regarding tbe natuie of indebtedness, etc 

5230 Before they pass final ordeis sanctioning a loan do not the Land 
Mortgage Banks make their own enquiries? (Am I correct m my state- 
ment, Mr Kamdas Pantulu? — Mr Bamdas Pantulu Absolutely) 

5231 Chairman I hope the Board of Economic Enquiry vhen estab- 
lished in youi province will senously take up this question My point is 
that this Committee has nothing to do with these intensive surveys you are 
referring to? — What I say is that lands are passing away from the hands 
of cultivators into those of non- cultivators 

5232 That again is a matter which does not arise from the banking 
point of view — I admit it is not the case of the banking question 

5233 Therefore, you do not think that this Committee need stay its 

hands m older to enable the enquiry suggested by you to be made? — I 
never intended to suggest it , > 

5234 If this Committee endorsed the suggestion made by your Com- 
mittee and almost all other Provincial Committees m regard to the 
formation of a Board of Economic Enquiry as it exists m the Punjab, 
would that satisfy you? — The United Provinces Committee for example 
has made a more thorough study of mortgages and for the sake of uni- 
formity and for the supply of similai information about other Piovmces,^ 
such a supplementary enquiry seems to be necessary If, for example, 
the Government of India wanted to have accurate information regarding 
long term credit all over India they will be able to get it so far as the 
United Provinces is concerned from that Province’s Beport, and perhaps 
of certain other Provinces, but if they turn to the Madras Beport they will 
find very little concerning it, although Madras ranks first among the Pro- 
vinces m the mattei of mortgage indebtedness 

5235 You will find that every Piovmcial Committee has said that time 
did not peimit them to make accurate enquiries and the details which 
they have arrived at are more or less guess-work It is quite possible that 
for administrative requirements better estimates are required In every 
Provincial Beport you will find estimates and they themselves admit that 
they cannot fully vouch foi the estimates and eveiy one of them say that 
further investigations should be made and they end up by making a lecom- 
mendation for the establishment of a Board of Economic Enquiry That 
is a concrete pioposal which m view of what has been stated my Com- 
mittee would be justified m supporting if they thought it necessary to 
do so but m legard to going into details m what direction this intensive 
•enquuv should be done is too much for this Committee to be asked to 
do 9 — My point is, now that we have a comprehensive enquiry on hand, 
would it not be better if you made a recommendation to the various Pro- 
vinces pointing out the deficiencies m the information collected by them 
and the further lines on which they should supplement the information so 
gamed 

5236 That is not our business at all except possibly to support the 
recommendation of the Piovmcial Committees m legard to the establish- 
ment of Boards of Economic Enquiry as I have already said Having 
done so, it should thereaftei be left to the respective Board to find out 
whether the enquiry made by the Provincial Committee is' defective or 
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-enqumes Anyway, we will leave it at that 

5237 Ramdas Pantulu I have made ceitam enquiries m legaid 
to this mattei and I am led to believe that it is impossible to get at the 
purpose foi v Inch the ongmal loan was made, I am also convinced that no 
Economic Boaid Enqunv, such as yon suggest, can succeed in ascertaining 
the exact puipose My feeling is that it cannot help very much the banking 
problem eithei — I am afiaid I do not agree I maintain it is possible in 
a majority of cases to discovei the exact object foi which a loan was 
ongmally taken piovided thoiough and seaichmg enqumes aie conducted 
on the lines I have suggested I am not advocating any exhaustive 
enquiry, I only lecommend a study m typical regions so as to have an 
accuiate pictuie of the w ? hole thing 

5238 Have you lead the moitgage bonds yourself? — Yes, I have, and 
that is just the leason why I am not satisfied by the statements m the 
-bond But the facts could he asceitamed by enquiry on the spot The 
intensive enqumes conducted by the Madras Committee, unfortunately did 
not include the moitgages as a speciality and so not much useful information 
was collected by the mvestigatois m that line 

5239 Do you know that no land mortgage bank evei caies to enqune 
into the object of the binding prior debt? — My point is that an enquiry 
-of the land wall help you to find out why the debt increased and that might 
-enable you to pi event (at any late place a check on) the ryot bouowmg 
unnecessarily 

5240 Chairman How can you make it impossible for the lyots to incur 
debt? I have gone into this question deeply with the Land Mortgage 
Bank authorities at Bangaloie and I admit that it is impossible to take 
•any practical steps which will pi event the agriculturist fiom conti acting 
a debt All that is piobably done is that on the security of the land, on 
which loan has been given to the agiicultunst by the land mortgage bank 
-further loan can be given to him by the ordinary money-lendei Of couise 
there aie othei ways too 

5241 Choudhan Mukhtar Singh On page 81 of the Madras Com- 
mittee’s Report we find “The effect of such indebtedness is the constant 
change m owneiship of land But the bulk of the lending is done by lyots 
and the land changes hands fiom one ryot to anotkei ” How this is a 
definite finding bv youi Committee’ — I do not think that statement is 
conect, unless you include in the teim “lyot” non-cultivating land-owneis 

5242 Do vou mean to say that this is only an impression of the members 
of the Committee and that it was not based on regular investigation’ — 
I cannot say that, but I can read out passages fiom the written memoranda 
submitted to the Madias Committee to show that land has passed fiom 
the cultivating to the non-cultivatmg classes 

Chairman Mr Mukhtar Singh, I think that factor does not affect our 
deliberations and conclusions 

Choudhan Mukhtar Singh It does affect us, Sir, m this way If the 
land is passed fiom the cultivating to the non-cultivatmg class, we have 
to provide against that contingency 

5243 Chairman We as a banking Committee? I have read the 
Central Provinces Report which says, the less impediments there are on 
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the transfei of land, the bettei chances of the agncultuust getting credit, 
and with this new Di Thomas agiees 

5244 As xegai ds the Nidhis and Chits you think sufficient 
information has not been gathered and that theiefoie you aie not in a 
position to assent to the conclusions coveung then piesent position and 
future v, oilnng Will you tell us if theie is anything m the conclusions 
or recommendations of the Madias Committee that is not wan anted by 
any information that jou possess? — My chief cnticism of the leport is that 
it has not gone fai enough The conclusion that the Nidhis of to-day 
have been woiking on bettei lines is unwanantcd by the following facts — 

(1) The fiist Nidhis weie all mutual benefit societies, pooling small 
savings of people, to-day most of them aie profit-making 
eommeieial banks 

(n) Although Nidhis come under the Indian Companies'' Act, the 
bye-laws of seveial Nidhis piovide for the reduction of share 
capital without lefeience to couit Shaie loans aie common 
with most Nidhis and these undermine then stability The 
oial examination of Mi C V Yenkataiamana Ivengni has 
brought out this fact very vradh 

(111) Seveial witnesses who came befoie the Madias Committee have 
given evidence about the questionable piactices of the 
Dnectois of Nidlns I will lead out to you in tins connection 
what Mi L W Thompson, Income-tax Offieei at Coimbatore, 
has said He sajs, “Unfoitunately liowevei, owing to the 
confidence pieviously engendeied m the public numeious 
othei Nidhis have sprung up which aie not piopeih conducted. 
The banks’ secietanes 01 manageis concerned have been 
lunnmg this trpe of Nidhi puiely foi then own personal profit 
They get money fiom the confiding sliaie-lioldeis and instead 
of investing it to the best advantage, thev make loan s to 
people of no standing and to then relatives 01 otliei friends 
and m a few years’* time the Nidhi has to go into liquidation 
owing to its being unable to leeovei the loans adi anced 
These failuies, winch have been mcieasmg m number in the 
last two or three vears aie beginning to shake the confidence 
of the investing public so that even the well-conducted Nidhis 
me feeling the effects and the piospects of fiesh Nidhis being 
formed are greatly jeopardised The Uegistiation Depaitment 
exercises no propei control and although there aie numerous 
mstanorg where prosecution is called foi and is desirable m 
the public interest they go scot-fiee because tbeie is nobody 
to take the mattei up and hold the necessary investigation 
The share-holders axe eithei too ignorant or too poor to move 
m the mattei and the directors aie close friends or relations 
of the Secretary ” I have quoted all this to show some of 
the questionable practices, which lequire to be closely watched, 
m the mteiests of the public 

(iv) There are too many varieties of them, ranging fiorn the pure 
mutual benefit society to the piofiteeung commercial bank 
living on usury 
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5245 But the Madras Committee have in paiagiaph 460 of their Beport 
■said, “We do not think that it is desirable to standardise and stereotype 
an institution which is still m an evolutionary stage” — I do not agiee 
with the Committee on this point 

5246 Euither, m the same paiagiaph, they say, “The fewei different 
lands of banks and institutions theie are the easiei will it be foi the general 
pubhc to get to know the details with winch they must be familiar if they 
are to take the fullest possible advantage of the facilities provided ” — Now 
there is a contradiction m that I am of opinion that they must be brought 
under one of two categories eithei they must become m name as well as 
in fact commercial banks, oi they must elect to lemam mutual benefit 
societies 

5247 I think that m making that recommendation the Madias Com- 
mittee’s intention is that no drastic steps or changes should be made m 
regard to institutions paiticulaily m an evolutionary stage, though they 
admit that the ideal should be as stated m the last sentence of paragraph 
460 of then Beport But my point is that even admitting that the state- 
ments to which you lefei are not wholly correct, does the inaccuracy affect 
their suggestions for development which are given m paiagiaph 462 of 
their Bepoit? It is these that we are leally concerned with If the 
Cential Committee ate going to examine the accuiacy oi otherwise of every 
line included in the Beport, obviouslj they will have to do the entire work 
all over again We must theiefoie look to their specific recommendations 
In paiagiaph 462, the Madias Committee recommend that these Nidhis 
should be developed in strict confoimity with the Indian Companies Act — 
That can hold good only if the Nidhis become joint stock banks, hut most 
of them aie w r orking as mutual benefit societies only to help their own 
membeis 

5248 Don t you think that it would be better if they weie absoibed in 
the Co-opeiative Movement? — That was the idea oiiginally, but when the 
Co-operative Societies Act w r as passed m 1904, it was not done In my 
opinion it would be possible to bung some of the genuine Nidhis of the 
old model into the Co-opeiative Movement 

5249 Mi Khaitan In addition to the point raised by you m your 
evidence, is tbeie any other point that you w-ould like to place befoie the 
Committee? — Theie are many cases of fraudulent action 

5250 Is theie anything else apait fiom fraud? — There are malpiactices 
which aie lefeued to by certain witnesses who appealed before oui Com- 
mittee I am not m a position to lead out to you the passages, as I have 
not got the books 

5251 Could you send us a note setting forth the points which would 
require the Commrttee’s consrderation ? — I shall do that 

5252 Sir Pmshotawidas Thah'.irdas . In paragraph 7 of the Minute of 
'Dissent you say that “the questionnaue contains no specific lefeience to 
the Nidhis, and naturally there is little information about them in the 
written evidence ” In the questionnaire issued by the Madras Provincial 
'Committee a note is given “By indigenous banlnng is meant all banks 
and bankers other than the Imperial Bank of India, the Exchange Banks, 
Joint Stock Banks and Co-operative Banks It includes any individual or 
■private firm receiving deposits and dealing m hundis or lending money.” 
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Do sou not think that this made it clear to witnesses that ‘Nidhis’ were 
included undei the heading indigenous banking" — Yes only m a general 
wav The verification of this lies m the fact that the memoranda that 
came from Coimbatore (which contains neaily half the. total Nidhis) con- 
tained verv little information about them Had they been asked pointedly, 
more information would have been forthcoming 

5253 Your complaint is that in your questionnaire the woid ‘Nidhi’ 
is not specifically used and referred to 9 — Yes 

5254 May I ask if you suggested it when the questionnaire was 
drafted ’ — I eeitamly did it 

5255 And it was turned down’ — Yes I said that ‘Nidhis and chits' 
should be specially enquued into as they aie not found in other parts of 
India and as they show featuies which need caieful watching 

5256 You feel that if m the questionnaire the words ‘Nidhis and chits’ 
weie specifically used moie witnesses would have dealt with these insti- 
tutions than have done at present’ — I think so 

5257 And the Committee turned it down when the questionnaire was 
being diafted’ — Yes, even afteiwaids I uiged that the matter should be 
enquired into fuithei, but it was put oft and latei we found we had not the 
time foi it, and theiefore I shall not blame the Committee I might also 
say that at the bottom of it all was the assumption held by ceitam persons, 
that what Sn Fiedenek Nicholson wiote m 1S95 held good at the piesent 
time It was definitely pointed out that it was not so and that consider- 
able changes had taken place but until the Committee actually went- to 
Coimbatoie — which was m Maich — this was not lecognised and hence the 
tiouble 

525S Mav I diaw r oui attention t-o Mi Hood’s reply to your minute 
legaidmg nidhis and chits wheie he says ‘All the evidence which !Mr 
Thomas asked foi legaidmg these was obtained He fuithei suggested 
that the Committee should go back to Coimbatoie to studv the matter 
again The majonti of the Committee eonsideied that this was quite 
unnecessaiv as it had ahead v camped m Coimbatoie foi some time but 
it was suggested that if Hi Thomas wished he might go lnck to 
Coimbatoie and himself make am further enquiries he saw fib He 
declined to do so’” — [Further enquny was being put oft and the sugges- 
tion that I might go vt 'as made to me when we were d^omsing the m ddle 
or latei chapters of the report It was certamh too late ana the Chair- 
man, who made the suggestion, expected me at the same time to lemmn 
lu Madias and ]om in the discussion of the Deport 

5259 Mi Hood does not say when he suggested it — It was done when 
we weie daily discussing the final diaft of the report and hardly two weeks 
before we signed it We had to do it all m a hurry as the Committee had 
to be wound up on the last; day of April 

5260 The lenoit of the Madras Provincial Banking Enquny Commit- 
tee says that, ‘‘theie are m existence at present 228 nidhis about 70 vears 
aftei the first was founded ” Then a list of nidhis m distress ’s given 
But can you direct me to anything in the report which gives information 
as to the total number of nidhis registered since the institution was started 
the total number which has gone into liquidation and the number it present 
on the list as working nidhis’ — All the information that the Committee 
gathered is m the report, I do not think we have gathered anv other in- 
formation 
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5261 Can we get them? — We can certainly get them from the Madras 
Registration offices and other sources 

5262 It is said that in ten years 118 liquidations have taken place 
What would be the total number of liquidations m 70 years? — It must be 
a laige number In 1925-26, large numbers were wound up 

5263 Your Committee did not go into it? — No 

5264 Was it a veiy laborious task? — Possibly the importance of it was 
not grasped, oi grasped only at the last moment 

5265 Chairman In paiagiaph 17 of your note you stress the need for 
a rediscounting system with a glowing bill market and m paragraph 24 you 
suggest that a concentiated effort must be made for the education cf 
businessmen m the use of bills Will you kindly state by whom the effort 
should be made and what practical steps should be taken to encouiage the 
use of bills? Aie you awaie of any practical difficulties that stand m the 
way of businessmen oi bankers m the creation of a bill market and the 
development of tiade acceptance ciedit? — The practical difficulties m the 
way of a bill maiket arising m India aie (i) the conservatism of the 
tiaders who hold firmly to ‘open accounts’ and ‘cash ciedits,’ (n) the 
reluctance of bankers to discount bills, (m) lack of supporting documents, 
e g , waiehouse receipts, lailvay warrants, but this is not regaided as so 
essential foi inland tiade bills m other countries, as Sn Henry Strakoch 
has pointed out, and (iv) the stamp dutv on bills which has resulted m 
lesort to other media than usance bills The difficulties may be got 
over by the combined effoits of Government, banks, railways and the 
business community Government must establish a proper Reserve Bank, 
reduce oi even abolish stamp duty on bills and licensed warehouses Rail- 
ways may open warehouses and issue receipts and other instruments of title 
Banks must also change tlieir methods of business, and indigenous bankers 
must specialise as acceptances houses, bill-biokers, discount houses and 
so forth The use of a discount market has many advantages (a) traders 
could keep their resources liquid, (b) the seasonal strain on currency could 
be leduced vhen moie trade bills come to be discounted dunng the busy, 
season and (c) re-discounting operations will enable the Cential Bank to 
contiol the money market and thus bring down the high rates of interest 

5266 You say that banks must change their methods of business 
What piecise changes do you recommend? — I think the banks m India 
are generally reluctant to accept bills and discount them At anv late 
this kind of business is not so very popular with the banks Whether it 
is due to their extreme conseivatism or whethei bills are not adequately 
supported by documents of title to goods I do not know I am not m a 
position to go into that matter m detail, but my information is that there 
is a good deal of conservatism on the part of bankers and they aie not 
prepaied to change then methods, as for instance banks m the Unded 
States have lately done 

5267 Then you are not m a position to develop the point and say what 
banks should do to help m the matter If the present difficulty, so far 
as the banks are concerned, does arise fiom want of bills properly secured* 
then of course the banks can do nothing, but you say that you have no 
personal experience of the matter? — First of all, the idea that all trade 
Bills should be supported by a document is not warranted by the practice 
elsewhere I find, according to the opinion of Sir Henry Strakoch who is- 
certamly a great authority, that inland trade bills on the Continent and in 
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England aie nob always accompanied by supporting documents, and so 
Ion 0- as the parties are known to the bank tbeir bills aie discounted and ie» 
discounted finally by the Central Bank of the country 

5268 Then they become accommodation bills — -May be If I sell 
Es 300 worth of goods and the person who buys fiom me is a manufac- 
turer who manufactured the goods in his factoiy, I have got to wait for 
two or three months until the bill matures If the bill is suppoited by an 
accepting house theie would be no difficulty for the bill being discounted 
•without the supporting documents 

5209 That, m fact, amounts to an advance being made on the personal 
security of the person — Yes, why not depend on peisonal secunty, m the 
case of people who are pioperly secuied by then financial position? 

5270 The difficulty in this country, particularly m the case of the 
Indian merchant, is that he is leluctant to disclose his financial 
position to the banker, at least he does not maintain that amount of touch 
with his bankei as is existing in western countries Is it within your ex- 
cellence that where he is in. a position to disclose his financial position and 
the bank considers it to be satisfactory, the bank does not giant the facility 
you refei to on peisonal security 9 — My own knowledge about it is that 
many businessmen who are doing veiy good business cannot approach the 
Impenal Bank because then worth is not known to them and they have 
always to go to a shioff (a Multarn in the case of Madias), sign a hundi 
and get money at a highei late of mteiest than the Impenal Bank would 
he prepared to advance 

5271 He cannot pioduce an annual audited balance sheet and there- 
fore he may be unwilling to go to the Impenal Bank and disclose his 
financial position 9 — That may be a defect, but I was wondenng whether 
it is not possible for banks to show greater leadmess to discount trade bills 
than thev are doing now 

5272 Mr Lamond Talking about these advances by the Multanis, in 
many cases the Multanis take secunty fiom bonoweis when they take a 
bill and pay money If the Imperial Bank were to go dnect to these 
bonowers, it w T ould mean giving a clean advance on one signature and it 
1(5 not m the power of the man who wants the accommodation to create 
the necessary secunty that the Impenal Bank wants 9 

5273 It takes a little time The boriow r eis are prepaimg securty, 
which w r e can take to a much gieatei extent than they weie doing — As an 
economic student I feel that this dispanty between the late at which a 
businessman can get his advance and the rate at which the Impenal Bank 
discounts a trade paper is very great m this country and should be le'duced 

5274 Theie is a great improvement m that lespeet and it takes tune 
for people to get used to new ideas — Possibly 

52' 75 D\ Hyder Do you ob]ect to the dispanty ox to the °xtent of 
the dispanty? — Of couise to the extent of the dispanty 

52/6 Mt Khaxtan In other countries tiade bills are not always sup- 
ported by documents of title to goods But are you awaie that merchants, 
c y , in Bihai and the United Provinces, when they send goods to Calcutta 
for sale, send a railway receipt direct to their Commission agent in 
Calcutta^ and then draw a hun,di, oftentimes payable at sight, sometimes 
usance hundis payable by the Commission agent to serve as advance 
against the goods already sent to the Commission agent? This hundi is 
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-discounted by the diawei m Biliai 01 U P with some indigenous banker 
and the latter sends the hundi to his agent or his own branch firm or head 
office in Calcutta to be presented to the diawee, who is the commission 
agent, and the commission agent meets the hundi either when it is 
piesented 01 on the due date Docs a similar piactice pievail m the 
Madias Presidency? — I think it docs 

5277 Then you agree with me that liundis do exist which are dis- 
counted by indigenous bankers but which aie not supported by documents 
of title to goods? — Ceilamly theie aie hundis which aie genuine trade 
bills 

5278 Is it ■soul complaint oi grievance that the joint stock banks do 
nob like to discount these hundis when they aie not, suppoited by docu- 
ments of title to goods, whereas indigenous bankeis, to the extent of their 
resouices, aie found welling to discount them? — Yes 

5279 Is it youi suggestion that hundis should be supported by docu- 
ments of title to goods so as to be discounted by indigenous joint stock 
banks oi that indigenous joint stock banks should, m the mteiests of tiade, 
change then methods and discount them unsupported by documents of title 
to goods — I do not think I can suppoit the lattei proposition, entirely, 
although I agiee that in the case of hundis which are genuine trade bills, 
banks should accept them without anv supporting documents 

5280 What about the othei class of Hundis? So fai as I have 
observed, the majonty of bills aie not supported by documents of title to 
goods, but aie discounted by indigenous bankeis You have already said 
that you do not like that this piactice should be continued — I do not know 
if that is sufficient to meet the needs of inland tiade m the countiy For 
one thing, the indigenous tiadeis m the south have not such extensive 
trade connections as you thmlc they have I do not know r the case in other 
parts of India 

5281 Your point is that the lesouiees of indigenous bankers are not 
sufficient to meet the needs of tiade in this lespect? — Yes 

5282 Would you not therefore advocate that some system should be 
devised wheieby the lesouiees of indigenous bankers should be increased 
in order that this necessity of tiade may be fullv met? — I quite admit that 
it is necessaiy to devise some method 

5283 Theiefoie, would you lecommend the giant of bettei facilities to 
indigenous bankeis 9 I am lepeatedly asking you because you said you 
would like that bills should be supported by documents of title to goods 
rather than that the bank should change their methods — My idea is that 
the indigenous banker is now doing a veiy valuable function, but he might 
specialize as real bill-biokeis oi — accepting houses We lequne discount- 
brobeis and bill-biokeis m this country 

5284 It would be much better if you do not introduce these wcids, dis* 
count-biokei and bill-biokei , they aie quite diffeient things altogether — 
Nor am I saying thev aie the same 

5285 On this particulai point, would you like that the trade methods 
should be altered or the resources of the indigenous banker should be en- 
larged — I want that the tiade methods should be altered and I want both 
‘The indigenous bankei’s resources must be increased, piovided 
-he falls into line with the needs of rediscount banking 
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5286 In the first instance, the indigenous bankei should discount the 
hundi, and then he should ro-discount it with a joint stock bank Is that 
what you are suggesting? — Yes, certainly The indigenous banker must*, 
be given facilities to rediscount the hundis when he lequnes cash 

5287 That is what I am saying and it means that he must get greater 
facilities — Yes, I agiee with you then 

5288 In giving him greater facilities, would you insist that trade 
methods should be altered, namely that the bill must always be '-upported 
by documents of title to goods? On the one hand, you said that m other 
countnes the system of attaching documents of title to goods is not the 
invariable piactice of banks in discounting or le-discountmg bills, on tbe 
other, you said that you would like trade methods to be nlteied m India? — 
I am not competent to say whethei we should adopt cn bloc the system 
obtaining m other countries, but m the conditions of India which are not 
so developed m such matteis, it might piobably be best foi us to adopt 
the othei si stem of eieatmg and discounting and le-discountmg tinde IiIIb, 
suppoited of couise with the necessary documents I find that the United 
States also aie following such lines and paiticulaily m a country which is 
undeveloped as India is, we cannot follow the more developed methods of 
England 

5289 I may tell you that India has been following the moie developed 
methods even now? Theie is the indigenous bankei’s signature, the s gna- 
tuie of the diawei and the acceptance of the diawee can also be got Are 
not these three signatures sufficient securities 9 — They might be 

5290 Mr Lamond I do not quite see )oui difficult) If a discount 
limit is given to a Multam, he knows where to make that limit available 
If he has blanches, say, m Shilcaipur, Bomba\, Madias, Coimbatne c < c , 
and he has a five-lakh limit, he might ask foi a lakh limit m each of these 
places Theie is no question of discounting the bill at tbe place where 
he advances the money — It may be true that the Multam is able to do it 

5291 But what about othei bankeis 0 — Any other local banker can 
make snnilai anangements The bills should be discountable, whether 
they are suppoited hr documents oi not if the paities aie known to the 
hank 

5292 It is not usual to discount without limits 

5293 Mr Khaitan Mav I explain to you the difficultv of attaching 
documents of title to goods m all cases? The railway canies certain 
goods, saj , fiom Patna to Calcutta, m 24 houis’ time The tiadcr draws 
the bill with 30 da^s’ usance, discounts it with an indigenous bankei, the 
indigenous bankei may lediscount it with othei films, and so it miglu pass 
thiough 15 bands and may not leach Calcutta for the next 15 days If 
the goods ainve m 24 hours, thev may be inclining demurrage, and the 
commission agent will not be able to take delivery of the goods — I quite 
admit that will happen m the case of the transmittance hundi but there 
aie other hundis 

5294 They are accommodation bills Eo documents of title are 
attached to muddati hundis? — I agiee 

5295 Take again the case of the manufacturer The manufacturer 
produces goods and keeps them m his godown He wants advances oil 
the security of these goods Theie are no licensed warehouses, therefore 
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there aie no vaieliouse receipts to be attached and he still wanto money, 
to cany on his business He cannot have a cash ciedit account with the 
hank He theiefore diaws a bill on the geneial security o£ the goods that 
he has and makes some anangement with the indigenous banker and the 
latter has the security of the goods to discount the hundis of the manu- 
facturer Where is the document of title to goods to be attached? — But 
how will the joint stock bank be able to discount a hundi of that natuie? 

5296 On the security of the various signatures — If the indigenous 
banker and the paity aie well known to the particular joint stock bank, 
it might be discounted 

5297 Mr Khaitan May I give you another instance Supposing 
cotton is sent fiom Tmnevelley to Calcutta It comes by lail to Madras 
and thenoe by steamei it is sent to Calcutta It is not possible to attach 
documents of title to the bill — Yes, I agiee 

529S Chan man Any v ay we need not pi ess the maltei too much At 
the present moment undoubtedly advances aie made by the Impenil Bank 
on a large scale on what may be termed peisonal security and without any, 
security of goods That is Mi Lamond’s point But a limit is naturally, 
placed on advances on peisonal security But m the othei cases wheio 
, bills aie leally genuine tiade bills advances are made without any limit. 
You aie not wholly conect when you lefeired to the Amencan system. 
The leal position in legal d to the American system is as follows — 
“Bankeis’ acceptances, otliei than those accepted oi endoised by member 
banks, shall be eligible foi pui chase only aftei the acceptoi has furnished 
a satisfaetoiy statement of financial condition m foim to be appioved by, 
the Federal Eeseive Boaid and has agieed m wilting with a Federal l 
Reserve Bank to infoim it upon lequest concerning the transactions 
underlying such acceptances” Theie too advances may be given oi the 
bankei’s acceptance mav be purchased if the purchaser is satisfied about 
the financial position of the paity that issued the acceptance? — That may 
be tine Mv point is why theie should be such limits placed and v T by the 
Imperial Bank oi the Reseive Bank should not rediscount more hundis 
than those indicated by the limits 

5299 Appaiently you have no actual knowledge m legal d to these? — Of 
couise I am not a practical banker My whole point is that theie is loom 
for improvement m the existing state of affans 

5300 Since you can possibly make no conciete suggestions for making 
improvements m that matter, we will leave it at that 

5301 You state that you see no leason why commercial banks should 
not accept notes of agncultunsts of good standing whose fanning business 
is conducted on businesslike lines on condition that their crops are 
hypothecated to them and suggest that any steps that might be taken 
in this direction should be on the lines of the Agncultunsts Credits Act 
(1928) of England Will you kindly state what provisions of the Act you 
lefer to? — I have not got a copy of the Act, but I ie£ei to Fait IT of the 
Act which deals with Shoit tenn credits I can explain to you what I 
mean m regaid to this The particular aspect of the English Agncultuial 
Credits Act, that I should like India to adopt is that lelatmg to making 
the loan a chaige on the bonoweai’s ciops and othei piopertv hypothecated 
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He must theiefoie be clebaned fiom selling sucli piopeifcy and m certain 
circumstances the lending bank must take possession of it Steps muBfc 
also be taken to pievent the raiyat Irom pledging the same property foi 
two different loans Section 19 of the Co-operative Societies’ Act of 1912 
gives priority of claim to co-operative loans, but my view is that it is not 
sufficient if agucultuial paper is to be discountable 

5302 In England can, what you call, notes of agriculturists be dis- 
counted? — -I am not awaie whether theie is any such piovision, but m 
'Amenca that piactice is in‘ vogue 

5303 Then again you aie mixing up between an advance made on 
peisonal secunty and an advance made on the secunty of goods If the 
agncultunsts weie substantial peisons to whom the bank would not object 
to make an advance on peisonal secunty theic will be no difficulty m the 
paper circulating, but if the advance is given specifically on the security, 
of ciops then it will be impossible to make that paper circulate Is that 
not so? — That is tiue, but can it not be made additional secunty? 

5304 The banks do not advance on standing ciops generally because 
of dangeis and so unless the crops aie actually waiehoused, advances are 
not made I am not aware of the provisions of the English Act m legaid 
to this? — I am sure that the position m England is that banks are m a 
position and they do advance loans on the secunty of standing ciops 

5305 Mi Lain ond You have used the word “hypothecated” Is it 
your suggestion that m England it is eonsideied a penal offence? — Yes, it 
is a penal offence, and the bank could also take possession of the standing 
crops at any' time 

5306 Mi Ramadas Pantulu You say “Bonowmg is now the bane of 
oui financial machinery, it must be tiansfoimed into lediscountmg, so far 
as all productive operations aie concerned ” Will you please explain how 
you propose to put this suggestion into practice so far as the agricultural 
loans aie concerned? — At piesent when a man bonows money, he generally 
goes to his indigenous bankei and gets it What I mean to suggest is that 
if a piopei secuntv could be cieated foi this puipose both the bonower 
and the lendei would be bettei seived than at piesent 

5307 Mi Ramadas Pantulu I will explain the difficulty undei the law 
as it now stands Co-operative societies make short term advances to the 
agriculturists to meet then pioduction expenses, but under the law we 
have no charge on the crop The Co-opeiative Act of 1912 says (section 
191 that the co-opeiative societies have merely a prior claim over the other 
cieditois No fiist chaige is cieated undei the section Theiefoie, if the 
raiyat parts with the ciop, the society has absolutely no claim May I 
theiefoie ask whethei it is possible undei the piesent law to cieate short 
term paper of the nature you contemplate? — If the ciop is made a first 
chaige on the loan made by the co-opeiative society then it will be pos- 
sible to cieate agricultural paper as it is done m the United States 

5308 So you think it necessaiy to change the law' m legaid to this 
matter ? — I think it is necessary 

5309 Su Pursliotamdas ThaTturdas You make a distinction between 
borrowing and discounting m paiagraph 17 of your Note in the Madras 
Committee Eepoit? — Indeed both are practically the same but I want to 
discouiage the piactice of raising a loan without creating a negotiable in- 
strument 
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5310 Do you contemplate the prohibition of loans for what are called 
unproductive purposes altogether? — It cannot be prohibited altogether, but 
it must be reduced to a lowei figuie and altogether discouraged 

5311 What is the practical suggestion to impiove the position — wheie a 
co-operative society is unwilling to lend for an unpioductn e purpose, the 
money-lendei is tlieie to oblige him? — I should think co-opeiative society 
should be able to fulfil all the demands for productive purposes of dB 
membeis 

5312 But if a man does v ant sums for unpioductn e purposes, then he 
naturally goes to the money-lendei and rou cannot piohibit his so doing? — 
No, he cannot be piolnbited 

5313 But m the case of a man who is aheady steeped m debt, what 
will you do? — The only nay foi him is to get out of his debts by celling his 
propeity, and beginning his careei agam 

5314 Do you not come acioss many such cases m the districts? Yes, 
we do 

5315 Mi Ramadas Panful u You can obviate the difficult r a bit if 
you make the eiop a fiist charge on the co-operative societr ? — That will to 
some extent relieve the difficulty 

5316 Sv Purshofamda <? Thahuulas Will not such a legis'atxon 
deciease the credit of the agriculturist > — -Yes, it will m the eyes of non— 
co-opeiative eiedit agencies But I ask win should he have any extia 
credit ovei and above what he gets from the society? 

5317 The fact is that he does find a necessity to enable him to make 
both ends meet — I think that the co-operative society may piovide for 
that 

5318 Chan man Your point is fiistly, co-operative society should 
provide foi his lequnements adequately but to a reasonable extent and if 
thereafter he wants to incur additional debt to meet his extravagance some 
check should be imposed on lus securing such facile credit Is that what 
you mean? — Certainly. 

5319 Sn Pwshotamdas Thahurdas Have you any concrete suggestions 
to make m legard to tins extiavagance? — Nothing moie than this, foi the 
piesent 

5320 Mi Raviadas Pantuhi If you create meiely a fiist chaige on the 
crop, you aie not taking away all the credit of the agriculturist The co- 
operative society w ill have a lien on the crop only to that extent of its 
finances and the lest of it is quite fiee Theiefoie do you not think that 
the cultivatoi will be able to raise more eiedit on his crops if he t hmks it 
necessaiy to raise additional loans After all theie is no charge on the 
land but only on the ciop? — But the difficulty is that when there is a 
chaige aheady, it will be difficult to get further advance fiom another 
party, foi, after all most monev-lenders depend upon the crop 

5321 Chav man You are aware of the tiue conditions that exist in 
lural areas There are ever so many credit agencies at woik m the pre- 
sent day that the cultivator will not at all find it difficult to laise addi- 
tional loans? — My own expenence is that people who giant loans to 
cultivators alwavs do so with an eve on, the crop, that is the most 
tangible asset 

Anyway wo null leave it at that 
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5322 You state tliat theie seems to be need foi an industrial bank in 
South India and lecommend that it may be staited under State supervi- 
sion and control? — Have you consideied what capital will be requned and 
how it should be raised and what assistance you require from Govern- 
ment? — In answeung this question I can only make a few suggestions I 
do not think it is necessary to insist upon a minimum capital Brobably 
Rs 50 lakhs might be sufficient to stait with We can make a staid with 
a small capital but we must have the means to mciease the same with 
the issue of fuithei shaie capital and debentuies as well Government 
can help by puicbasmg debentuies and guaranteeing mteiest on debentures 
and possibly on sliaies as well as by fiaming mles and In e-laws and 
also by piovidmg expeits to advise banks on the mdustnes to lmance 

5323 You favoui the establishment of a Piovincial industrial bank foi 
that purpose a« against an All-India Industrial Bank? — 1 do not think 
an All India bank can seive the needs of all tlie provinces I advocate the 
.formation of piovincial banks 

5324 You suggest that the nidlns might be harnessed to mdustnal 
investment but that the matter leqmres further consideration Since you 
wrote the note have you devoted fuithei consideration to the subject and 
if so wall you make any definite suggestions in the matter? — I have not 
pursued the subject fuithei since I wiote the note The mdhis are at pre- 
sent attracting the accumulated savings of the poor people These are 
really fixed deposits or long term deposits and they nie not alwajs with- 
drawn at the time of maturity by the depositois If means can be found 
to mciease such savings it might be possible foi them to have sufficient 
money which wall enable them to puichase debentures m the Industrial 
Bank There are peihaps v/a-y s of affiliating nidlns to the Industrial Bank 
and with then help some kind of mteimodiate banks as in Germany may 
possibly be established I admit, the mnttei lequires consideration 

5325 As land moitgage banks develop m the field, nidlns should not 
be allowed to take a share of that business and gradually thev would be 
cut off from the field of long term finance to agncultunsts by their getting 
ultimately meiged m the industrial bank Is thnt \our suggestion? — Yes, 
somewffiat m that direction 

5326 But short of that how can you foice the mdhis to mvest then 
funds m the debentuies of the mdustnal bank? — I am not at all for 
forcing them to do so I have not myself been able to pitch upon any 
solution but I daie sav theie aic possibilities of appioaclimg a solution 

5327 Nidlns aie a soit of banks, and accoidmg to vou they accept long 

term investments fiom tbeir depositois which they utilise m granting long 
^ oans agncultunsts If they find that business prohtnffie and 

if they are not driven out of the field In tlie laud mortgage bank, the 
former will continue to do the business that they are doing now r How 
can J ou Prevent their doing the w r oik that they are doing now ? — This 
could possibly only be done by education m favoui of the laud mortgage 
bank but thpre may be ways of giving incentives to Nidbis for doing 
industrial banking woik 

, Ryder In paiagiaph 40 of youi Note of Dissent you have 

s ated, In Germany and Japan, w'here such banks exist, they were the 
Tesu t of active State help ” As legaids Germany wall you give us the 
names of the banks that received such State aid?— So far as Germany 
is concerned, the Industrial hanks are chiefly the D banks 
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5829 Chairman What was the assistance given by the State to these 
D banks? — Do you want me to enumerate the direct aids' 6 given by the 
State ? 

5330 Oui mfoimation is that no assistance was given by the State 
to the D banks — The State may not have given any dnect help 

5331 They did not give even any mdnect assistance — I don’t agiee 

5332 Di Hydcr If you have been lefemng to land mortgage banks, 
then youi statement is collect, for land mortgage banks were no doubt 
helped by the State But here, as applicable to industrial banks, I am 
afraid the statement is out of place? — I have only .been lefemng to indus- 
trial banks 

5333 The industiial banks are also D banks and so far as I know, 
-no help was given except perhaps later when Germany was approachmg 
■the world war — But theie aie many mdnect ways of helping banks, such 
-as the provision of the facilities needed for then development 

5334 Chan man So fai as I know — and I hope Dr Hyder wull corro- 
borate me m my statement — when the D banks came into existence, they 
had nothing to do with industry Then industries grew up and the D 
banks got themselves mixed up with the industries — My submission is 
that the industrial banks m Geimany would not have got such a good 
'business if the State had not helped the mdustiies So that was a kind 
•of indirect assistance to the industrial banks 

5335 Dr Hyder Have jou any idea of the dates on wdnch the D banks 
-were founded? — I am afraid I cannot give you dates off hand 

5336 Mr Rushforih With reference to industrial development, Mr. 
Thomas, do you agree with the statement m paragraph 263 of the Madras 
Committee’s leport, namely, “it is more a lack of confidence m individual 
promoters of companies than lack of resouices that pi events enterprises 
from being able to procure adequate capital by public subscription ’’ — I 
admit that it is partly the reason wdiy mdustiies aie not prospering But 
that is not the only leason noi the most important reason Many people 
who started business have not succeeded , m the case of most of them lack 
of capital has been an important diawback I know there are many 
youngmen who are very clevei and who could manage industries very 
-successfully, but thev were handicapped foi w-ant of the capital that they 
deserved In countnes like England such assistance w r ould be forthcoming 
to deserving youngmen They will also have the opportunity to tram them- 
selves But our men aie denied such opportunities 

5337 So you disagiee wuth that statement? — I think it is over-stated 

5338 In paragraph 262, the Madias Committee says “Government’s 
attempt to assist industries m this matter have met with small response 
and less success ’’ This is m spite of the expert advice placed at the 
disposal of industries m the Presidency — My point is that /they do not at 
present get any sxpeit advice at all I am not m a position to say whether 
the Industries Department is able at piesent to give any expert advice, 
though I must say that it is badly needed by those nascent industries 
which are likely to develop m the Presidency 

5339 You said a little while ago that m other countnes, like England 
for instance, clever youngmen who showed any aptitude for industry nevei 
suffered from lack of capital Is that really a correct statement? — I hold 
to that statement 
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5340 Can you give us any specific case’ — 1 tiave lived in England for. 
4 yeais and have carefully obseived things Fuithei I can quote the 
authority of a person no less than Dr Mai shall who says that m England 
a youngman will generally get the capital he deserves 

5341 Chau man “That he deseives’’ — That is a different matter 
That does not mean that an\ and cveiy young man who showed some 
inclination towards mdustiy would be readilv accommodated by the banks 
m England to the extent of the capital he needed In my opinion, the 
necessary financial assistance would be available m this country because 
I think — and I have heard rt stated by otheis — that at the present moment 
theie is plenty of capital with the Indian -joint stock banks, but simply 
because theie is lack of confidence, those banks instead of providing this 
lurplus money to these cle\ei youngmen, piefei to invest it m Government 
securities Have you studied that aspect of the question" — That is tiue 

5342 We have also heard it stated by some witness, who 
was talking of the system by w r hich the cotton nulls m several eenties 
secure money by deposits, that if enough capital did not flow into the mill, 
it was due to the lack of business integrity on the pait of the promoters 
than to anything else, and that w ? heie the public confidence m the integrity 
of the management remained unshaken, theie was no deaith of funds Is 
that collect 0 — My point is, how' can any young man establish his integrity 
or inspire confidence m the investing banks oi the public unless he is given 
a chance to piove his woith° Oui difficulty is that we have not, at piesent, 
got the requisite environment where his cleverness can fiuctifv 

5343 We m this Committee cannot create that environment, we can 
only make recommendations foi additional banking facilities Now let 
me tell you wlrM youi Committee has to sav m this connection, in para- 
giapli 262, they say, “Prosperous industries can only be developed very 
slowlv but for acceleration all leasonable facilities must he available and 
one thing that is missing is an adequate banking organisation ” Thev 
say elsewhere in. then lepoit that that is not then only need My point 
is that perhaps what the Committee has said — though iou dissent from 
then news — lepiesents the true state of things 

5344 Mr Earn a cl as Pantulu Has youi Committee made any enquiries 
regarding the economic condition of lnboureis, pettv tiaders, etc , m the 
Madras Presidency? — We did make some enquires, and I have also made 
some on my own account 

5345 Can you tell us at wlaat late of interest they- are usually accom- 
modated 0 — I think rt is one anna in the uipee pei month, m other cases 
it is probably I anna But I do not thmlc that an ordinal v labourer 
can borrow unless he agrees to pay as much as 371 pei cent per annum. 
They 7 borrow chiefly for marriages and othei unproductive puiposes 

5346 How 7 do small tiadeis raise money foi then requirements? — Some 
of them raise money by 7 what is called the ‘Kandu” oi “gist” system, 
i e , they boirow small sums and repay 7 them bx instalments 

534 r Did your Committee consider the question of creating any credit 
facilities to them on reasonable terms 0 — We eonsideied the question of 
increasing their facilities though I do not thmlc we made any specific re- 
commendations m that behalf In legaid to town labourers my personal 
idea is that there should be fai greater effort in the staitmg of co-opera- 
tive societies, there is considerable room for extension m that direction 
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5348 It is said that m India capital is not foitheoming for industrial 
development I am of course referring to small industries May 1 know 
if as a result of your enquiries m the Presidency you have been able to 
ascertain any reasons for it? — Is it due to any lack of capital oi to any 
antipathy on the part of the investing public? — I think there is a large 
amount of capital in the Madras Presidency , there is a good deal ot long- 
term capital that could be accumulated, I do not think there is any 
paucity of funds On the other hand there is a definite preference for 
investing m liquid assets Lately the Central Land Mortgage Bank sold 
debentures and found the response not very ‘large 

5349 Havp you made any recommendations m your Report on this 
point? — I think we have suggested the opening of a Savings Association 
for the Presidency though we had difference of opinion on the matter 
I also think that investment trusts must be founded m order to enable 
small investors to utilize their surpluses profitably and in order that industries 
may get ample capital 

5350 With regard to the Co-operative Movement you have made a 
definite statement that the suiest way of getting co-operation to help 
small industries is to link up the co-operative banks with the money- 
market of the country Do you think that co-operative societies are now 
suffering from want of funds? — It is true that they have large f unds, but 
have thev met all the legitimate needs of the members of the Co-operative 
Societies? The ryot is still wanting money 

5351 Mr Ramadas Pantulu In practice, what we find is that short- 
term loan invariably tends to become long-term one either on accounc of 
wilful defau’t in payment oi failure of crops and other vicissitudes over 
which the bouowei has no control You do not think it is liquid enough 
for any bank? — The only wav is to make the loan a charge upon the 
crop, because after al! for an ordinary ryot, particularly when he is a land- 
less tenant, fiis real security is the crop 

5352 So it can onh solve the question of a short-term crop finance 
You cannot make the intermediate loan a charge upon the crop — I am non 
for immediately making intermediate loans discountable 

5353 Aie you awaie of the provisions of the Intermediate Credits Act 
which has been passed m America and which forms a part of the Federal 
Banking svstem?— Yes, I know about it, but I must point out that the 
Amer.can farmer is a man who owns and cultivates a large farm of 500 
to 1,000 acres or more Our ryot has only a very small holding, borrows 
for unproductive puiposes, has very little staving power and we can 
hardly adopt methods which have been found successful m the United 
States We can start with short-term loans on the security of crops 

5354 In order to develop produce loans, is not a system of waiehousing 
m rural parts necessary ? — It is necessary 

5355 Have ; our Committee made any enquiries as to how the godowm 
system is being woiked? — The co-operative organisations have started v 
number of godcwn societies for the purpose I think we have not made 
any progress on these lines on account of inherent difficulties m the co- 
operative system The best means of avoiding these difficulties will be fo 
mark out for each district or part of a district a certain place where the 
godown is to be erected and to link up the primary societies around these 
so that each primary society might naturally expect the crops of ir<- 
borrower to go m to that particular godown All loans are thus reo^.i 
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from the price received by sale and thus overdues will dimmish Thus, we 
will be m a position to establish the relationship between the different 
financing agencies m the country, and also to secure better marketing and 
we may° make improvements m our present system Thus the relation 
between the Pumaiy Society, the Godown Society and the financing 
Central Bank must be pioperly adjusted It is only by the joint action of 
tnese thiee bodies that we can place the co-operative system on busmess-like 
lines In ibis way, we may increase the share of eo-operation m our 
Agricultural credits system 

5356 Are vou aw'are of the fact that the Madras Government offered 
to lend to co-opeiative societies money at 5} pei cent on rupeee to rupee 
basis if they undeitook to build godowns? — I believe it was the case 

5357 I mev tell you my experience that that facility is not being availed 
of by co-opeiabve societies to any extent Have you found out any reason 
why co-operative societies were unable to take up this offer of Govern- 
ment? — It is lack of enterprising spirit It must be made up by active 
propaganda by officers of the Co-operative Department and by joint action 
between the officers of the Co-operative and Agricultural Departments 
Such joint action is not now lesoited to 

5358 T have made personal enquiries and the rvots tell me that even 
on a rupee to rupee basis the loan at 5% per cent bears so much interest 
that the rent received or the godowns woffid not cover it They sa,d that 
if they spend Bs 10,000 for a godown and borrowed Bs 5,000 from Govern- 
ment at 5’ per cent , the interest on that Bs 5 000 Government loan 
would he larger than the rent that can be got from the godown. by storing 
the crop theie It is not therefore a business proposition Have vyou 
investigated this aspect of the question? — This can only he done by enter- 
prising individuals taking up the work and demonstrating that this kind 
of marketing will succeed 

5350 Ghairwtan Therefore it is reallv a case for the Biofessor and the 
teacher and not for a Banking Committee? — Yes, the teacher must play 
his part, and dees play it, m ins humble way 

5360 Mr Ramadas Paviulu You say "Already the Imperial Bank 
has allowed the co-operative central banks to create an overdraft account 
on the strength of the notes of the membeis of primary societies That 
privilege is now being withdrawn, not because this has resulted jn any 
loss, but because of other reasons " What are the other leasons? — I can 
•only give some reasons which I have heard mentioned by people Firstly 
the co-operative movement has not been utilising these facilities sufficiently, 
secondly, the co-operative societies have been using this credit as fluid re- 
source prescribed by the Act and this was not liked by the Imperial 'Bank, 
thirdly, the possibility of liquidation of a primary society and the consequent 
loss that might be involved, as also the possibility that the co-opeiatm- 
society being on the unlimited liability basis, there might be some upheaval 
m the village, if the Imperial Bank proceeded to recover its money from the 
Primary Societies whose notes were used as cover Some of these reasons 
have been urged m regard to this point, and perhaps there are also other 
reasons 

i 

5361 You make a definite statement that the cultivation of paddy in 
the Madras Presidency should be discouraged and commercial 'crops 'en- 
couraged? Ye*, hut I do not want paddy to be discouraged but only 'that 
paddy cultivation need not be aitificially fostered 
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53G2 Can you say fiom youi enqumes that m anv part of the Madras 
Presidency there is over-production of nee 'which is not required for the 
consumption of people in that pait of the country ? — If 50 a take the whole 
of the Presidency, we have ample food ciops foi oui sustenance 

5363 It is not like Burma where theie is a large export m nee? — It 
is not so 

5364 In many areas just enough rice is produced to meet the people’s 
requirements Do you think it is very coneet to ask people to replace 
the crops m such areas with commercial crops? — Government have been 
spending large sums of money on very expensrve rrrigation works like the 
Mettur project The object of this is to make diy lands wet and i^he 
economic result of it to the ryot will be that he will have to laise paddy 
i a dmi t that a great deal of paddy is being raised on profitable terms, but 
m all but the best lauds, the outturn from paddy is \eiy meagre indeed 
An acie under paddy pioduces much less income than an acre under most 

‘money” crops — say oilseeds There is greater scope for extending the 
.raising of such crops m Madras, e g , sugar, oil-seeds, etc , and foi this we 
do not require a lot of water With a few wells, we may easily convert 
some of the ordinary diy land into gaiden land which means a considerable 
mciease in the value of the land and also m the income to the owner of the 
land Therefore, if instead of spending large sums of money on big irriga- 
tion works, more money is spent on smaller works, it would make the lot 
of the cultivator more bearable, and the aveiage income may increase The 
.idea of making the Presidency self-sufficing does not particularly appeal to 
me, foi many regions in our Presidency will havfe in any case to raise food 
crops, and they could pioduce sufficient food foi our requirements 

5365 But even if we are driven to import rice and wheat into this 
country from othei countries and turned oui lands on for commercial crops, 
you think it does not matter? — If the commeicinl crop selected is suitable 
to the nature of the country and one with a stable value, I think it is 
"well worth doing so 

5366 Dr Hydcr Were you influenced in your opinion chiefly bv the 
opinion of Mr Hilson, the Director of Agriculture? — I cannot say that I 
was not influenced by his opinion I am here expressing what I think is 
reasonable 

5367 Why does not the agriculturist himself go over fiom one to the 
other system? — Is there any compulsion anywhere m the Madras Presi- 
dency? — Theie is no -compulsion, but the traditional view of the Indian 
agriculturist is to stick to paddy He consideis it a great privilege to 
grow paddy and unless it is demonstrated to him that he will get more 
income by cultivating tobacco or other crop, he will not do it For other 
crops water supply is hard to get, but for paddy he gets water by paying 
a water-rate 

5368 Have you looked at it from other points of view? — Is it a fact 
that rndiiect compulsion is exeicised bv some agpncy, c g , the revenue 
qollectmg agency? Is the wet land subject to a higher assessment? — Of 
course it is 

K f » 

5369 Eice wants more water? — Yes, swamp paddy 

5370 Could a man refuse to take water? — So far as I know, he can 
decline to take water 
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5371 Mr Ramadas Paniulu It is a consolidated assessment of land 
revenue and water late? — Yes, but not everywheie He may decline to 
take water in some cncumstances 

5372 Ohovdhn Mukhtar Singh, "Regarding tlic question of commerc,al 
crops, is your idea based upon your personal experience or on any calcula- 
tion t>L-O n my own experience, I own paddv fie ds, and other lands ns well 
I value my garden land moie than my paddy fields and have invested more 
capital on the former 

5373 Do you not consider that generally land m Madras is shallow and 
is deficient m nitrogen and phosphoius’ — That may he so 

5374 If that be so, it will requue \ery much expenditure on cash crops 
than anything e'se? — It depends on the kind of cash ciop There are 
certain crops which mav be grown wuthout vety much artificial manure 

5375 Do you not consider that it is only one-tentli area of Madras 
that is irrigated and tlieie is no chance of increasing the wet aiea? — L 
doubt it, because it is possible to have sufficient w ater for garden cultiva- 
tion or for oidmary' commercial crops by having wells constructed We 
have not at all exhausted that source of lrngation 

537G Before 5011 can recommend the ntioduction of cash crops, you 
have to provide for nrigation facilities hist 0 — Yes, it is quite necessary 

5377 Mt Bamadas Pantuln Speaking of the big exporting firms, you 
say that they often give crop loans on the stipulation that produce is 
delivered to them Do these loans bear icasonalde lates of interest’ — I 
think they do, generally if niteiest alone is taken into account 

5378 Does the agiicultuiist get a fan mice foi hi-, nroducc under this 
system’ — In the case of commodities for which thetc is no legular market 
m the country', I think the agriculturists are not getting the top prices at 
the moment 

5379 S‘o you think the low late of interest at which ihc advance is 
made does not sufficiently compensate him foi the umemuneiatrve price 
he gets? — I don’t know I don’t think so 

5380 You sav that it has bepn bi ought to \0\1r notice that the tobncco- 
groweis of Chuala get very unfaii treatment? — Yes 

5381 Has jour Committee made anv enqumes into this mallei’ — If I 
remember right the Committee wioto to the peisons concerned, and we 
did not get any reply 

5382 Did you ask them to come and give evidence’ — I think they weie 
asked 

5383 Did you tell them about the allegations made against them’ — 1 
think an exti act was sent to them fiom the memorandum of a certain 
oody 

5381 They did not care to reply ’ — I think they did not reply 

5385 Str Purshotamdas Thaltvrdas Piom whose memorandum? — I 
think it was the memorandum of the Madras Provincial Co-operative Bank 
This was also supported by the memorandum of Mi N G Banga and 
of other well known people from Guntur 

5386 Mr Ramadan Pantuln Your foot-note against ‘certain gentlemen 
of Guntur’ gives the names of Messis V Venkatappa Punnnv\n (Banker 
and nee mill ownei) and IC Snramulu (President, Guntur District Board) 
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and also Mr N G Ranga So these people have also supported the 
statement, but they (the Company) have neithei eaied to reply nor appear 
befoic you to give evidence — That is my mfoimation 

5387 Choudhn MulJitar Sinqh Taking the figures which your Com- 
mittee give as the total income of the agricultunst and dividing it by the 
persons who live on aguculture, we get an income of about Rs 53 per 
head ? — Yes 

5388 Taking half of it as cultivation expenses, we get an income of 
only Rs 27 pei head 9 — Yes, if you assume that they have no income other 
than what they get from their lands 

5389 The ruial people have agriculture as their mam source of income? 
— That is so but theie are subsidiary sources 

5390 If you take the family to be consisting of 5 members, it gives 
an average income of Rs 13 per month — That is so 

5891 Do you not think that this is a very small income on which the 
agriculturist has to live 9 — Certainly it is a small income, but m the case 
of those people who have small holdings, their incomes aie supplemented 
by certain subsidiary earnings, eg, by keeping a cart or probably by pursu- 
ing some handicraft 

5392 But does it mean that the income would keep them out of debt 9 — 
In the case of a good number the income is not adequate for a decent 
living, not even for bare subsistence 

5393 What method would you propose to redeem the people out of 
debt? — That is the fundamental question which we have to solve 

5394 The credit facilities cannot be expected to relieve him to a veiy 
great extent? — I think we might be able to reduce the iate of interest 
he has to pay, secondly, he might be made to increase his yield by enabling 
him to utilise scientific methods, and tkndly, we might enable him to get 
a better price foi his produce by bettei marketing arrangements These 
thiee Me can ceitamly tiy to do, but it is up to him to utilize these 
facilities 

5395 As far as the improvement in agricultuie goes, are you aware 

that the Royal Commission on Agriculture say that the cultivator m Madras 
is most efficient — He may be efficient in the way m which he is now 
pursuing his business, but theie are certainly other lines by which he may 
make more profits ^ 

5396 The Commission m one place say that the cultivatoi is by no 
means ignorant and knows his methods and at another place that he is 
adopting the best means of cultivation and emp'oymg the best implements — 
I doubt whethei they aie not generalisations which apply to some part or 
some section of the people 

5397 You mean to say that theie is a possibility of improvement? — 
I do believe so For example, m one village, people began to use night- 
soil manure for laismg paddy and as a matter of fact in that village they 
got 24 times the yield which the neighbouring village obtained from exactly 
the same kind of land That I think was a real demonstration, and in 
the neighbouring villages they are trvmg to use that particular type of 
manure There might be other similar methods of improvement and if 
you add to these methods by helping them to make better marketing 
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arrangements, they will be able to earn more income and make a more 
decent living 

5398 You consider thoiefore that theie is a possibility of giving the 
ryot sufficient that will enable him to live on his land? — I think Ins income 
ean and must be increased It can also be supplemented by some sub- 
sidiary industry 

5399 Can you gi\e me an idea of what percentage of people are living 
on uneconomic holdings and what percentage on economic holdings? — It is 
rather difficult to say, because the economic holdings vary from place to 
place and fiom reg on to region even fiom villago to village 

5400 By economic holding, I do not mean a certain mea, I refer to the 
economic holding for the place — The Madias Committee have made no 
enquny about economic holdings ll was thought by c omc people that 
the very idea of an economic hoi ling is simply unagimiy and v ithout any 
practical use so that it was not pursued The admimslialoi is often 
suspicious of such theoictical conceptions, and often lefuscs to iccogni/e 
them 

5401 Can you let me know the pcicentage of people living on land 
whose position is to a gieat extent hopeless and the percentage v»ho might 
be helped and put on a bettei footing? — I think we might perhaps judge 
this fiom the land levenue paid by the difierenl pnttadau YU lme in 
Madras no other statistics 

5402 I do not think that gives us any idea, because in the pallndari 
system, theie aie a. number of people joining m one pntta — But m Madras 
the smglo pattas arc moie nurneious than joint pattas 

5408 There may he one man getting two patias — The report of the 
Madras Committee shows that 74 pe. cent of the pattas pay an assess- 
ment of Ps 10 oi less 

5401 That gives you loughly about 5 acres of holding, because it ib 
calculated at Its 2 an acre — Yes, about Its 2 if it is dry land, but much 
moie on w'et land It may be even moie than Its 10 pei acre 

5105 Then you considet 74 percent to be uneconomic holdings? — I do 
not think that can be said Anything between 50 to 70 per cent of the 
holdings may be uneconomic m ceitam legions, assuming a ceitam 
minimum standard of comfort But, then there is oxtm income from 
tenancy 

5406 Mr Jamal Mohammed You lefei to a system of regulated 
markets for diflerent commodities and say that many such markets are 
necessary m the Madias Piesidcncy foi cotton, oil seeds, etc , and you 
include m this hides and skins — Yes 

5407 India to-day is one of the pimcipal exporters of tanned hides and 
skins, and Madras is lesponsible for the bulk of the Indian pioduce, and 
you say that the exportation of it abroad is attended with many difficulties 
connected with finance — That is so 

5408 Mr Jamal Mohammed You know' the export trade is not at all 
suffering fiom wxant of finance, but the tann ng mdustiy does sutler m the 
matter of finance for the export of hides and skins? — I have been told 
that the tanning mdustiy is not getting proper financial suppoit 

5409 The Madras Committee itself has reported that the hides and 
skms market requires financial help You know that Madras is consideied 
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to be the biggest port m tho world lor the export of tanned slnn and hideB 
and you have got a local market there fairly well organised where there 
are nearly SOU commission mandis Is that not so’ — I do not considei it 
a properly "regulated” market 

5410 In what sense do you not cons’der it a pioperly regulated market? 
— That is my information My point is that if an oiganised market for 
hides and skins existed m Madras, agents from all parts of the world will 
go over there to pm chase the goods and piobably regular and periodical 
auctions will take place and thereby business m the country will thrive, 
our banks will have more woik to do and business firms will get moie 
income 

5411 It may be all light m theory, but it is not so m actual piactice 
The best pait of the goods are sent out direct as sales and only a small 
poition which is not dealt with wholesale goes to London to meet the 
needs of different customers who go m foi different grades — It may be so 

5412 You have refened to industrial banks Some witnesses who 
appeared befoie out Committee told us that the experience of industrial 
banks that have started till now has not been satisfactory and so on In 
spite of the fact that m the past the woiking of these industrial banks 
have not been satisfactory do you still hold that the need of the countiy 
is veiy great and that the start ng of industrial banks on sound lines is an 
absolute necessity’ — That is my own opinion I hold that industrial banks 
are a necessity If what you say concerns the Tata, Industrial Bank I 
may tell you that it v^as not a pioper industrial bank 

5413 Sir Purshotavidas Thahuidas In your note you have pointed out 
some discrepancy m the conclusions arrived at aftei investigation by the 
Indian Central Cotton. Committee in a district of your province Did you 
examine any representatives of the Cotton Committee m legard to this 
matter? — We happened to examine the person who conducted these mvesti 
gations on behalf of the Cotton Comm.ttee at Adorn and we found that the 
information gathered by him was not quite accurate as conditions were not 
typical of the legions suiveyed In Adorn the cotton producers are not 
bound to Sell to the dalals that lend money but in. Bellaiy which is another 
maiket the custom for people is to get loans during the cultivating season 
from the dalals and then sell the produce only to them or through them 
although there was no regular hypothecation of ciops We found the 
conclusions of the Cotton Committee were not quite correct, even about 
Adorn 

5414 Was theie not a local revenue officer who was m touch with the 
investigator’ — Piobably theie was On’y the Agricultuial officer came 
before us, and he himself admitted on examination that his conclusions 
are not quite correct 

5415 * * * » 

5418 You ask "Could we go further than the marketing stage m the 
creation of negotiable paper” and then answering the question m the 
affirmative, you go on deta ling the nractice that obtains m the United 
States Will you please explain a ldtle further how vou can create the 
negotiable paper by taking loans for purchase of implements, or raising 
crops, or breeding animals, etc ?— For the purchase of these things, I raise 
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a loan ftom my co-operative society I give a promissory note which when 
endorsed bv the Co opeiabive Central Bank may be discounted with a com- 
merc'd bank 

5417 Mi Manu Subcdar When you rephed m regard to the creation 
of a market for hides and dons m this country, had you only hides 
and skins m view 01 other commodities as well? — T had many other com 
modit es in view, for instance,' cotton, oilseeds, rubber, tea, etc 

5418 Many ciops which are at present expoitcd abroad on the com- 
mission basis would stand to gam by the creation of a central market Is 
that jour view? — That is my view My own expenence is that when my 
people sent rubber to London they lost bub when they sent it to Co’ombo, 
they gained Therefore, if we have a lew regular markets for all the chief 
staples of the country, out pieduceis will stand to gam 

5419 With legaid to the suggestion you made legal ding the creation 
of agiieultuial paper which you say could be negotiated and re-dmaounted 
with the Central Bank or the Reserve Bank, do you not think that the 
co-opeiative oiganisation has in its spheie only a veiy small percentage of 
the agr cuiturisbs as its membei s and so how would you provide for proper 
accommodation of agriculturists who are outside the co-operative fold? — 
Puma facie the facility foi creating ngricultuinl paper wli cb can be re- 
discounted should, according to you, apply only to members of the co- 
operative societies? — That is so Co-opeiative societies m this country aie 
getting their members from the lower classes of society and they require 
help in this matter They are also a well disciplined body and therefore 
it is better to begin this experiment with disciplined body 

5420 You also refer to the hypothecation ot crops I dare say cropB 
could be hypothecated when they are free, but there are instances such as 
those referred to wheie the dalal has a claim ovei the crop m v ew of his 
having financed the cultivator Such a person will find it impossible to 
bring his crops to the warehouse How will you crente the paper m such 
a case? — In such cases personal credit is only possible I cannot see any 
other way out of it 

5421 In such cases you might possibly be able to create the paper to 
help the man m the middle, the meichant Is that not so? — That certainly 
is possible 

5422 And this could betfcei be done by bringing down the interest 
rates? — Yes I am suggesting the agncultural paper and re-diseounting 
facilities m ordei to bung down the interest rates 

5423 I am still not m a position to understand your suggestion with 
regard to the people who aie out of the co operative societies? — They can 
get their loans from the indigenous bankers oi the joint 'stock banks who 
have confidence m them 

5424 They -re already ^financing them Have you any suggestions tc 
make as to ho « nu w 11 bring down the interest rates?- — It is a large 
piolfietn hut for the kmd of business we ore speaking of now it could be 
done hv having a ay<.(erri 0 f warehouses which will issue documents of title 

5125 Who ,vb finance on the security of such warehouse receipts?— 
Any banker ought fo b° m a position to do so by discounting that paper 



5426 You say that the fundamental defect of India is not that there 
is not enough money but that it is not properly manipulated as to make its 
flow elastic and >ou tlieielore say that a wed conducted system of discount 
banking is the proper solution for the difficulties Later on you say that 
m India bills aie used more m foicign trade than m inland, and that 3S 
because discounting facilities aie more abundant m the former than m the 
latter, meaning that discount ng facuties m the foreign trade business are 
more abundant Do you imply that lots of money are being used in the 
financing of foreign trade? — What I meant to imply was that it is easier 
~fco operate on a foieign bill than on inland bill 

5427 Is it because of any inherent facilities or is it because of the 
fact that there is more capital which is drawn into the field of financing of 
foreign trade? — Because these exchange banks mostly operate at the ports, 
they find it easy to finance, as the banks are close by and as the produce 
is already theie 

5428 Supposing some of the facilities of the oanks dealing m foieign 
trade are withdrawn from them, then it woll mean that more money will 
be available for inland trade Is that not so? — Yes, m the beg nmng there 
will be too much money available foi inland trade but ultimately the whole 
position will be levelled up 

5429 Have you any idea of the depos ts that the Exchange Banks are 
able to attract in this country? — I know they aie attiactmg a large amount, 
but I have not much knowledge about the woikmg of these Exchange 
Banks 

5430 You do not know how considerable sums of money are being 
attracted by the Exchange Banks in this country? — I have no accurate 
figures, but I fancy the amount is not much less than that obtained by the 
Imperial Bank 
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Pnnc'psl TI L Taxman, of the Sydenham College of Commerce and 
Economies, Bombay, avb* examined 

5431 Chairman I understand you hnvc been connected with the work 
of banking education not onlv as a Puncipnl of the Sydenham College of 
Commerce and Economics but also as a I'd low of fhe Bombay University 
and a member of the Counc.l of the Indian Institute of Bankets? — Yes 

5432 You have indicated the existing facilities for banking eduerd on 
m schools, colleges and universities W th yom long experience in the 
educat onal line have you anv suggest ons to offer for improving these 
facilities’ — As far as secondaiy education is concerned, I subm.t that 
we ought to intioduco banking and certain otlici allied subjects I nave 
given in my written memorandum the scheme of secondaiy commcrenl 
education which was sanctioned by the Government of Bombav The 
idea is that those students who will go for higher education may get 
practical training m commercial subjects, while those who cannot afford 
to go in for highci commercial education may take up subjects lccom- 
mended for secondary commercial education to enable them to gr-t em- 
ployment m banks We can encouinge the study of banking and the allied 
subjects even m colleges There aie schools and colleges where onlv com- 
mercial subjects are taught while m ceitiun other institutions the students 
have the option of taking up some subjects of commercial interest 

5433 Dr Ilydcr What subjects are recommended’ — I have given a 
list of commercial subjects m my memorandum Some of them are for 
secondary education, and others for higher commercial education 

5434 You do not mind if those subjects are selected lor the B A 
examination ? — No Some of these mav be selected for the B A examina- 
tion I have also given there some optional subjects, such as, Advanced 
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Accounting and Auditing, Advanced banking including Banking law, Orga- 
nization of the Indian cotton mdustiy, etc , for the B Com 

5435 Chairman You have expeuence of the work done m London 
Will you tell us whai they do time with legaid to schools and colleges? 
— The position there is quite different fiom that now obtaining in this 
country Mostly cleiks take up commercial subjects Secondaiy educa- 
tion is of a general character 

5430 T)r Hyde ) Do you want the subjects mentioned by you to he 
included for the B A examination? — Some of these will be foi B Com 
degree and (he others foi B A 

5437 Chav man You said now that the secondaiy education in 
England is of a general ehaiactei Am I conect m assuming that boys 
rtdio arc taken m business buns have a certain t mount of gencial edi ca- 
tion and not specialised education? — Foimeily, theie was hardly any pro- 
vision for theoietieal training m eommeice, but in iecent years greater 
attention has been paid to the same Latteily the position is changed, 
especially m Germany, Austua and Belgium wheie much impoitance is 
attached to theoretical tiaimng 

5438 Is it changed m England also? — Yes, it lias been realised that 
elementary as well as higher commercial education will be of use to com- 
mercial houses 

5439 I find fic'm -\our memorandum that certain men go into banks 
foi eraplovment, then these men h-ue no facilities to have theoretical 
training? — Yes Some of them have undeigone this training m the last 
few years 

5440 When you speak of specialised banking, do you include elemen- 
tary subjects also? — Yes 

5441 Is it your intention that these men should have both piaelical 
and theoretical tiaimng" — No only theoietieal, as theie are no arrange- 
ments for piactieal tiammg 

5442 But is it desirable or not? — Not m the case of students receiving 
■secondary education 

5443 We shall confine only to B Com degiees Do you think that 
for these students theie aio facilities for acquiring both pract.cal and 
theoretical tiammg? — My point is thnl theie me not 'many institutions <.f 
commerce giving even theoietieal tiammg for this degiee 

5444 In BomLac there is Davai ’s college? — That i<- not affiliated to 
rhe University 

5445 Do you advocate ceitam amount of practical training? — Yes 
I would invite your attention to my suggestions m the evidence given bv 
me before the University committee 

5446 You state m answer to Question 2 that banks m India as a rule 
do not provide any special facilities for the training of boys in banking 
business The cases of tlie two banks you mention relate to the framing 
of youths recruited for service m the Bank If \our answer lefers to such 
cases only, does not every hank give practical tiammg to the you'hs it 
employs? — Yes everv bank gives practical tiaimng to the youths it em- 
ploys 
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5447 It appears that we have at piescnt on the one hand many men 
trained m the business of banking id varous banks but devoid of sound 
general education and sufficient knowledge of lh> theory of banking, and 
on the othei hand gmduates well veised m tbeoij but devoid of practical 
knowledge and theicfore not 1 caddy t iken up In banks Is that so? — 
Yes, theie are many men trained in the business of banking who aie more 
or less conversant only with the routine of banking Therefore, ibe higher 
posts like those of bank manager, or assistant manager are not given to 
them 

5448 We have been told that the Impeiial Bank of India have got 
ninety -Indians who aie m cliaige ns agents? — Yes They have a long 
tr unmg in the businc-s of banking and have got such posts after Ion or 
fifteen yeais' experience There is a fan numbei of my own students 
among them 

5449 The other day a gentleman complained here that Ind.an joint 
stock banks do not find the best ’men but give appo ntmenls by patronage? — 
In some cases there has been pationage m the oiler of responsible posts 

5450 You say that it appeals dcMinblc that with a view to obtaining 
the most competent leciuits and avo.dmg public criticisms, recruitment 
should very largely be on the basis of a competitive examination, written 
and oral Are you refernng to the scheme which the Imperial Bank 
has got for the recnul'ment of Indian staff? — Yes 

5451 They have got some committees Is it not? — Yes, selection com- 
mittees m some cases 

5452 Is it your intention that leciuilment should he made tlnough 
this selection committee by competitive examination? — lust n-> the Public 
Seivice Commission hold oial and wntton examinations Candidates may 
be selected on some such lines 

5453 Mr Lamond I may tell the eainimltce that in Bombay and 
Calcutta we select men fiorn amongst the applicants, there may be 30 
oi 50 candidates and foi the competitive examination about ten ore 
selected? — My submission is that all the candidates should be allowed f o 
appear for the competitive examination 

5454 Chairman You have youiself admitted that apart from educa 

tional qualifications chaiaetcr, etc , should be considered without 

a piehnunaiy mtemew how will the committee be able to judge? — I sav 
all the candidates should be allowed to appear for the examination and 
then the selection should be made 

5455 Accoidmg to youi idea -f all the applicants are allowed to appear 
for the examination, aftei the examination thc\ are sure to come befoie 
the select committee Is it not? — The committee may select from the 
first ten oi twenty or whatever numbei lequned 

5450 Still the com'mittec may not) take the fust, if they find that the 
first one has not got the vai ous other qualifications? — If they find it po, 
then they will be justified m passing lnm over 

5457 Aftei all, we must leave ceitam discretion to the committee? — 
I am not attributing any motive aga nst the pood faith of the committee 
There ip public criticism and to avoid such criticism, I am suggesting this 
course 
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5458 The Public Service Commiss.on also taaake a preliminary selec- 
tion and it is i nly with the object of throwing out absolutely undesuable 
people? — I do not thinlc they now have this practice 

5459 Do you also want anj exam .nation for graduates of special quali- 
fications 9 — There is no legulai system of holding competitive examination 
for senior appointments 

5400 Dr Hijdcr You say th.it jou w r ould leave the question of selec- 
tion to the best judgment of the cofnmittee In that case when an 
apphcant goes ioi an mteiview with the select committee, there is no 
necessity foi that man to be asked to appeal for the examination 9 — Those 
who apply for appointments aie not interviewed bv the members of the 
select edmmittee 

Mr Lamond ^ The\ aie intei wewed by the senior staff 

5461 Dr Hyder Suppose the Imperial Bank’s senior staff interview 
candidates so as to make sure that those candidates who are called are fit 
for competitive examination Then they select candidates for examination 
and then select foi appo ntment the successful candidates m the order of 
merit 9 — My point is that all the candidates should be allowed to appear 
for the examination 

5462 Chairman Even if they do that, after the examination the com- 
mittee mav find -that theie js some defect in the personal appearance of 
the candidate and they maj reject him So, it is better that theie should 
be a preliminary interview The qualifications to which you have referred 
in jour memoiandum, such as personal appearance, speech, deportment, 
etc , are qualifications which are lequued for all respons.ble jobs, whether 
it is Government seivice oi employment m business, and every time this 
pool fellow, though he stood fiist at the competitive examination would 
be rejected simply because the Selection Board thought that he lacked one 
or the other of the qualifications that you have mentioned 

5463 Mr Khaitan Sn it, would be better if vre know what are the 
suhjectb in wh.ch the Imperial Bank examines the candid ites 

Chairman We are at the moment discussing whether the mteiview 
to rule cut a ceit.un numbei of candidates should piecede oi follow* the 
written examination We will come piesently to the question of subjects 
m winch the Imperial Bank examines candidates 

Mr Khaitan I thought, Sn , if we knew the subjects m which the 
boys are examined by the Imperial Bank, it would enable us to undeistand 
better the question that is now being discussed 

Witness I quite adm t, Sn, that the fact that a certain person who 
stood first was not taken up may go against him foi certain appointments, 
but I am not pienared to accept the view that because he was not taken 
up by the Imperial Bank, though he stood fiist, he should not be consi- 
dered fit enough foi otiiei kinds of employ'ment 

5464 Chan man Would not the othei employer get suspic.ous about 
him? — On the one hand it is possible that the apphcant mav not divulge 
any information regaidmg his antecedents, on the other hand his new 
employer may look at it tiom a different point of v ew It depends on 
whether there is any column m the appheaton form an -which he is re- 
quired to give that information 
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5405 Supposing after being tin own out by the Imperial Bank, though 
he stood first in their examination, he applies to inothei Lank for a job 
Would not this fact tell against h.m?- — It may go agnmst him if he seeks 
employment in anothei bank But what I submit is that it is not neces- 
sary that the same qualifications will be requned m other appontments 
Foi instance, if a candidate docs not possess a good personal appearance, 
that should not be allowed Co ^tand in the wav of his scllmg into, say, 
Hie Ind an Audit and Accounts Service 

5106 What would you say if, instead of leaving the initial selection 
to the Bank staff, it were made by a mom lesponsible body? — I quite 
admit that then there would be a less chance oi cut cism 

Mr Khaitan wanted to know the subjects of the examination which 
these boys have to appeal in before employmen; m the Imperial Bank 
Peihaps Mr Lamond will be m a posit-on to enlighten us 

Mr Lamond That really depends on the individual officers m a Circle 
The candidates who appear for the test ate men who alieady hold the 
necessary academical qualifications The exam nation is therefore pn 
general knowledge, just to find out wliat they know' about things m gene- 
ral 

5467 Mr Devadhar Supposing there is a candidate who cannot 
express himself well betoie the Boaid but has otherwise done well m 
his wzitten papeis > 

Vice-Chairman Such a candidate will be i ejected straight off, because 
we are talking of reciuitment for the ofhceis grade, natuially a boy who 
has a lot of knowledge but lacks expression will be rejected 

L ala Harhishan Lai In the interview he ought to be able to express 
himself well, because m all business the fust essential is that bo should 
be able to talk w r ell since he lias to deal with othei people 

Chau man A boy may be paiticularly good in writ„ng out thesis, but 
he may not be able to express hnnsclf in good English, naturally he stands 
very little chance of being taken into the officers’ line The Public Seiviee 
Commission, so far as 1 am aware, take the same view It seems neces- 
sary that so long as English is the official language, the candidates must 
be able to converse with other people m tolei ibly good English There 
is no use m taking a boy who cannot even express himself properly 

Mr Lamond in answ'er to Mr Devadliar’s question I wish to say 
that the system hitheito adopted by the Impel lal Bank is most satisfactory 
and as a result w r e have got a very good class of men 

Chairman Bow, this quest.on of examination of boys without sorua 
means of shedding arvay the undesnables has been a matter of gisat 
difficulty elsewhere too In the vauuus subordinate servjces of Govern- 
ment, what they do is tbit they have first of all an examination m dicta- 
tion, and possibly out of, say, 500 candidates appearing, more than 50 
per cent would be tkiown out Now, there it is argued that dictation 
is not after all the sole test and that the boy should be allowed to proceed 
right up to the end of the examination as he might show better results 
later on m the aggregate My point is that the process of elimination 
of undesirables at some stage or ether is necessary 

Mr Manu Subedar There is no elimination m certain examinations, 
such for instance as the Indian Civil Service’ 
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Chairman Yes, tkeie is, so far as I know, tlie Civil Service Commis 
sioners have got s milai airangemcnis though the eliinmation m that case 
is piaetically restricted to a few undesirables ody 

Witness The elimination is practically nil m those cases < 

5468 Dr Hyder With regaid to ^this question of the elimination of 
the undesuables foi admission mto the Indian Cml Service, does not the 
elimination take place when the boys aie required to produce chits from 
their tutors and professors at the Umveisity? — I would say that you could 
ask all these candidates to produce likewise certificates of good character 

5469 Supposing the Impenal Bank weie to prescribe the competitive 
test only, would you not thereby' land the Impenal Bank mto an awkward 
posit.on and gne the candidates the impiession that the Imperial Bank 
did not take men who w'eie really first class and who topped the list m 
then examinations 0 — Even m the case of the Public Service Commission 
some cand.dates who come out fiist are not taken up, then according to 
you they should be open to the same cnticism as the Imperial Bank 
authorities 

5470 Mr llushforlh Mr Lamond says that the method of selectun 
nas been justified by experience m the past few years Have you any 
particular examples where the system has acted as unfan to the candi- 
dates ? — It is a analtei that 1 w'ould lathei not discus, unless I am foiced 
to There are instances of people who have been i ejected while others 
far inferior to them in the matter of quahficat’ons, etc , were taken up 
That is the general complamt, there is an impression, wkelher it is light 
or wrong 1 leave it to the members of this august body to decide that 
.selection is not based on ment 

5471 Chairman You have suggested that students who take up 
advanced banking as their optional subject should bo required to spend 
for practical training summei \acations in their second or third year m a 
bank Will you kindly tell us whether any facilities of the natuie you 
contemplate aie given by banks in Western countries? — So far as my in- 
formation goes, there is no general arrangement What happens m other 
countr.es, particulai ly on the Continent, is that with the help of the tutors 
some of the youngmen do get opportunities for practical training m banks 

5472 Is there any similar arrangement in England? — There ’s no 
general scheme there 

5478. Is there any particular arrangement? — To give iny own case, I 
-tried to get mto a bank for practical training but failed But I knew f ha^ 
some Chinese students, w r ho w'ere my fellow students, managed to get 
certain facilities That might have been due to stronger recomknendations 
on behalf of those students But I must say that facilities are more 
liberal on the Continent than m England 

5474 Mr Manu Subcdar Do you not admit that m India there are 
no facilities similar to the evening courses such as they have m England ? — 
We have organised such courses m Bombay 

5475 Chairman Do those facilities extend to education which would 
enable voung 'men to got degiees m England? — Yes, at the London School 
of Economics, a man can take up a full Degree while he is working the 
whole day in a bank 

5476 In India, is there anything to prevent that? — The Universities 
dc not allow it 
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5477 Not even if the candidate were a pmato stident 9 — No, fox 
instance no student can sit foi the B Com Degicc of the Bon Lay Univer- 
sity without keeping the required numbei of terms by attending lectures 
on at least three-fourths of working days 

5478 .Dr Hydcr I want to know whethei there are many Universities 
m England which grant degrees to people by allowing the students to 
acquire instruction m the evening 9 — Very few', I know ot London only 

5479 Mr Manu Subedar Possibly in Manchester loo 

5480 Chairman In England appaiently people who are employed on 
the staff of certain banking establishments can become membeis of the 
Institute of Bankeis and appeal at the exam’ nations of the Institute? — 
Yes 

5481 Hate you any knowdedge how they interpiet the term “staff of 
uny b ankin g establishment 9 ’’ 1 shall make my meaning clear to you 
Tn India the lule is the same, but I have been told that a custom has 
grown up undei which youtns join certain banks as unpaid apprentices, 
simply to meet the requirements of this rule of the Institute of Bankers 
Thereafter they go up for the examination and once they pass the exami- 
nation, they aie probably lelieved of then unpaid job m the bank Is that 
strictly m eonfomnty w.th the intention of the iule? — I cannot say how 
far it is tiue, it may be tiue of a few cases The Indian Institute of 
Bankeis have’ held only two examinations so fai At the first exammat.on 
the numbei of candidates was so small that one could easily say that there 
was no suggestion of any land that people join banks as unpaid probationers 
w.th a view to get admission to the examination At the last examination 
there may have been som t cases, but there is no general practice ox the 
bud 

5482 Even if there had been a few case 1 ?, would I be conect in 
assuming that that is an evasion of the nde* — YVe could not say that 
people who jo n^d as unpaid piohationeis did not continue m the banks 
service or that xhey joined simply foi the sake of becoming eligible to 
appear at the Inst tute’s exa'rnin.ilton 

5483 Is a piaclice of that sort allowed m England? — The same thing 
can happen n England also m the way that a poison may be taken as an 
unpaid probationer, but I do not know of any general practice either m 
England oi m India 

5484 Mr Dcvadhar Do nnv of your students appear at the Insti- 
tute's examination 9 — My students cannot appear 

5485 Chairman We have been told by witnesses that a person mo> 
enter a bank as an unpa d appientiee simply with the object of bemc 
allowed to sit for the Institute’s examination The chances of his con- 
tinuing m the bank must depend on vacanci^ occurring m the b ink 
Yfter he has passed the exa’mmat on he ma\ find that there are no vacan- 
cies As a matter of fact an unpaid apprentice has got no claim Even 
if a vacancy occurs, I have been given to understand that it is not unusual 
for the same bank to take an outsider w r ho mnv or may not have passed 
the Institute's exam nat on — I should think »t unfair on the part of a 
bank to take an outsider m preference to a person who has -worked ae ag 
unpaid probat’oner 
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5480 But j ou youiself have said something of the soifc m your reply 
•given from the Indian Institute of Bankeis You say “At the lequest 
of the heads of Cammcice Colleges and Institutions apprentices aie being 
entertained by some banks, like the Central Bank of India and the Bank 
of India, in order especiallv to enable them to appeal ioi their C A I B 
examinations, and moie often than not, deseivmg apprentices are bomg 
taken ovei on the permanent staff ’’ — I do not think it was the intention 
of the Institute that apprentices should be taken merely with a view to 
enable them to appeal foi the examination 4s far as I know, I have 
not made any lequest to any bank in Bombay oi m any part of India to 
take any of mv stud'ents w itb a view to enable him to pass the examination 
of the Institute of Bankeis 

5487 Mr Mann Subcdai I suppose all leading banks are memoers of 
'he Institute of Bankeis? — Yes, certainly 

548S Has them been any discussion on this point, viz , that m selecting 
the staff m future the membeis of the Institute should give pi eference 
to those who have qualified themselves by this method 9 — No, theio has 
been no discussion of any kind The only thing which I can say >s that 
on several occasions the point has come up whethei encoui agement should 
be given to people who have passed the Institute’s examination, and of 
course most of the membeis of the Council have expressed themselves m 
favour of the view* and that they are doing all they can That is to say, 
we give increments, and we give bonuses to people w r ho pass the examina- 
tion, but the question has not come up in the form m which 50 U put it 

5489 Chairman In the statement of the Institute of Bankeis the 
woid ‘especially’ was perhaps put in without eaicful consideration That 
is the substance of your answoi 9 — It is quite possible 4Vhat the writeis 
piobably meant was that they w r eie giving facilities to students it was 
■not by way of complaint against the practice 

5490 The Council of the Indian Institute of Bankers have expressed 
their concurrence m the views expressed by the Bombay Chamber of Com- 
ineice In then leply to the fiist question the Chamber suggest that the 
Economic Department of Indian Universities might follow the example 
•of English and Amencan Universities Can \ou give us some detailed 
information regarding the activities of those Unversities in this dhection 
which might be followed by the Indian Universities 9 — As a matter of fact, 
what probably the Bombay Chamber of Commerce had m view was that 
the Indian TJmveisities should attach importance to these commercial sub- 
jects, eg, bv organising special lectures on such objects, by offering 
prizes for essays and things of that sort 

5491 But are the aetmties of the English and Amencan Universities 
confined to these particular directions 9 — These are some ways m which 
they encoui age education m these subjects 

5492 Dr Hydcr Do not some of the English Umveisities, c q , 
Cambridge and London, cany on a smvey of economic affairs, collect data 
-and then make foiecasts to be placed befoie businessmen 9 — Some Univer- 
sities do that land of woik, it has only been very lecentlv started 

5493 Chairman The Institute state that the number of banks m 
Bombav willing to afford facilities for training m banking is limited and 
that it is desirable that more banks should entertain apprentices Have 
you anv suggestion to make as to how your object can be achieved 9 — If 
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the appi entices aie to be whole time appientiees for long periods, of course 
file number of apprentices to be fciained cannot be very laige If, on the 
Other hand, the suggestion made bv me viz , that those young men 'vho 
are receiving education of a University type should be allowed facilities 
dunno- the three months of vacation, be accepted, moic people can be 
Given piactical training 

5494 Therefore vou prefer youi alternative suggestion to this parti- 
cular suggestion’ — This of couiso is a very geneial thing I do not know 
whether the Institute had m view the cases I am putting forward, : 
do not tlimk personally that they took the cases into consideration 

5495 In the comse of examination of other witnesses, I have taken 
the view that if these apprentices me to be bona fide appientiees they 
should have a definite prospect of being absorbed m the bank’s staff and 
the number of .sueli apprentices must necessarily be limited 9 — Yes, 
with the present banking development of the country Hero again the 
difficulty is that certain banks do not take such appientiees, piobnbU the 
Institute meant that the\ should offer such facilities T do not know 
it exchange banks have any scheme of this kind 

5496 But the trouble is that the\ talk of unpaid appientiees, and 
you know as well as I do that an unpaid apprentice lias no hold on the 
bank wheic he selves as an unpaid appicntice Tlioie is no hold if "here 
is no chance of his being taken up, if, on the other hand, the unpaid 
apprentice is to uc absorbed on the staff after a feu months, he will abide 
by the oideis of the bank 

5497 Mr Khaitan You were saving something about exchange banks 
Manv witnesses have stated it as a difficult! that there is not a huge held 
of emplov merit for trained students, so that if vou tram i l*uge number 
of students undei present conditions m India there is no chance of their 
getting employment Do vou advocate that something should be done 
whereby the exchange banks would take qualified Indians’’ — I have made 
a suggestion to that effect It mav be the view of some people that if you 
tram a laige airny of these men for banking caieers and if they cannot 
get an adequate number of appointments, they will he disappointed, but 
on the othei hand, I remember that on several occasions I have been told 
by even English bank managers that the reason why thev have not opened 
branches at ceitam centres is laigely that thev cannot malm those branches 
pay their w r ay because thev cannot get trained Indians on moderate snlniies 
m place of impoiled staff whom thev have to pay much more Mv feeling 
is that the development of banking has been lnndeied on account of the 
absence of a fair number of trained Indians 

5498 Chairman When you refer to English bankets, do you lefer to 
exchange bankers 9 — The paiticulai gentleman I refened to happens f o 
be an Englishman who is the Manager of an Indian joint stock bank 

5499 Mr Khaitan You sav that it appeals desnable m the mteiests 
of the exchange banks that thev should throw open at least a small per- 
centage of the higher appointments m their branches m India to Indians 
possessing the necessary qualifications I suppose you are aware of the 
fact that the business of exchange hanks m India is carried on not on 1 " 
with the help of, but almost whollv on, deposits received m India from 
Jnaians I know that they hold about 7|0 crores of rupees 
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5500 And the exchange hanks manage almost the whole of their busi- 
ness with that money ft may be that m the busy season they import 
some capital and m the slack season they export some of that capital, but 
it may be truly said that their business is carried on almost wholly with 
the help of Indian deposits received m India — Certainly, the Indian 
deposits are veiy helpful to them Whether they manage the whole of then 
business with this money oi not, it is difficult for me to say 

5501 That being so, why do you lecommend that only a small per- 
centage of the highei appointments m their oranches m India should go 
t,a Indians 0 — I do not think it is possitde to begin with a large percent me, 
v is alwajs, I think, easiei to begin with a small percentage ana then 
ruse it when oppoitumty occurs 

5502 But they cany on business in India ? — There are also so many 
.English films carrying on their business m India 

5503 With the help of Indian money, they cany on their business and 
they finance commodities giowm on the soil of India — 'They finance the 
import trade also 

5504 As fai as the export trade is concerned it is claimed that; they 
help the expoit of commodities grown on the soil of India What appro- 
priate oi good reason can theie be that, while they get nil the benefits 
from India, they should not confer a coirespond ng benefit on the ehildien 
of the soil of India m regaid to some appointments? — The answer to that 
question is that after all the institutions are foieign and the shareholders 
have ceitamly a light to say tc whom the management should be err 
fi usted 

5505 D i Hyder As one occupying an eminent position m a Univer- 
sity as a teacher, is it not jour privilege to look at all sides of a question? — 
Yes 

5500 It may be highlj desirable from the Indian point of view, and 
\ou may shaie the same sentiments, but there is the business point of 
v.ew also These Exchange banks are institutions which trade m India — 
Yes 

5507 It is the shareholder on avhom the ultimate responsibility lests 
Whatevei the agency employed may he, if the concern shows piofits, it 
may be all right , but on the other hand if by the substitution of one kind 
of agencv foi another, there is a danger of a loss emerging, what become* 
ol the patriotic side of the matter?- — My answer is that there is no doubt 
that the shareholders’ point of view cannot Be ignored, but on the other 
hand, the shareholders cannot ignore the fact that if their concerns are 
making profits m India the children of the soil should have some hand 
m the management or at least in assisting the management of these con- 
cerns 

5508 You are aware that these exchange banks operate not only- m 
one country, but m many countries? — That applies to certain exchange 
banks 

5509 If there is weakness shown m one region, the effect of it may 
be felt at the centre where the chief responsibility is located Would you 
admit that? — My answer is that there is no' Certainty that the Indian 
agency which may substitute the European agency is going to be weak 
or likely to create weakness It is quite possible that the shareholder s. 
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il they feel that m the beginning Ihe higher appointments must remam 
with Europeans or others, mav be justified m insisting on it, but on the 
other hand I think there vould be no harm m putting forward this 
request to the exchange banks, vis that they may give more opportuni- 
ties to the sons of the so 1 to work m these exchange banks and get practi- 
cal training m exchange nusmess I may just mention that tin laws of 
certain countries insist that the childien of the soil should have a large 
proportion of the appointment If I am not mistaken, there axe i c-_ruht- 
tions of tnat kind in Turkey, Denmaik and m certain other countries 

5510 I quite agxee with that, but you have to look at all sides of the 
question If it appears ic the shsreholdeis of the Exchange bank tnat 
they should substitute an Indian agenev for the European agency, they 
will do il If on the other hand, they feel that. the welfare of the differ- 
ent branches m other countries may he jeopardised by this, they will per- 
haps hesitate to do so — It would be true if one was advocating that ’heir 
branches m India should be put in ehaige of Indians What I advocated 
was that some of the lower appointments, c q , Assistant Accountants or 
Assistant Managers should be g ven to Indians Surely, m those cases 
the heads of the branches will he Europeans and there is no reason to 
fear that the employment of Indians will endanger those Institutions 

5511 Mr Manu Subcdar You said your students have been taken into 
the Indian joint stock banks and the Imperial Bank Have any of them 
gone to the exchange banks 9 — None that I am aware of 

5512 Do you think it is more difficult to get into the exchange banks 
than into the joint stock banks or the Imperial Bank? — That is so 

5513 Would you say that Indians have any hold on the exchange hanks 
and could force them to do anything, however beneficial it may be for this 
country 9 — Indians have no hold on these exchange banks, but you cculd 
by legislation, bring these exchange banks under contiol, if you think it 
necessary 

5514 What I mean to imply is that you have rather to depend on their 
good sense, but you have no contiol over them otherwise? — That is true. 

5515 You said just now that a beginning might be made with the 
appointment of Indians for lower giades and that m course of time every- 
thing will be all right You are aware of the theory that is put forward, 
‘‘inferiority complex”, m this countiy* for example, when you first pot 
into your service, it was not thought possible for an Indian to occupy the 
position of Principal of the College which you are occupying to-day? — That 
is a fact, the appointments of the Principal and the First Professor were 
required to made by the Secretary of State for India 

5510 And it was only after the Wai and the subsequent widening of 
the Englishman’s outlook on India that Indianb have gradually begun to 
be placed m charge of responsible positions which were hitherto considered 
to be the preserves of the Britishers 9 — That is so 

5517 Do you think that after a course of training which' you have 
•detailed m your memorandum Indians would be m a position to hold les- 
ponsible positions as Managers of exchange banks? — Certainly 

5518 You do not think there is anything inherently wrong ra it? — I 
do not think there is any As far as my information goes — and I am not 
quire sure of it — even English bankers had to depend upon continental 
people for some time for theii foreign exchange business 
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5519 I remember having read a suggestion m the “Capital” o£ 
Calcutta some time ago that Clive Street would iamt at the irle t of having 
on Indian as manager of an exchange bank You do not anticipate any such 
tlung ? 

5520 Chairman I thmlc you said that in Turkey they have by legis- 
lation provided that foreign banks operating m that couni ry must employ 
some Nationals m their seivice? — Ye& 

5521 Can jou tell us what the precise arrangement 13 , because yru 
know a bank can sav after employing a few menial staff and eleiks, “look 
here, we have fulfilled your requirements”? — I have no fust hand know- 
ledge about this but so far as my recollection goes, there is some stipula- 
tion with legard to the employment of people to higher appointments in 
some countries 

5522 We shall be thankful if you can very kindly send us a note on 
the subject giving us all possible information in regard to the mattei ’—As 
a matter of fact I have wiitten a paper on the subject I snail look ic up 
and if necessary shall send it to you with any additional note on the 
subject 

5523 Mr Devadhar Can you tell us whether there are many foreign 
banks in this country the majority of whose shareholders aie Indians'’ — rio 
far as my mfoimation goes there are a good many Indians who are i hare- 
holder m these banks 

5524 How do you find the treatment meted out to Indians by these 
banks compared with other Indian banks? — 1 believe, there is difference 
in treatment. 

5525 Even m the matter of affording facilities? — Possibly, even there 

5526 Chairman. Is it your experience that even in an Indian bank 
managed by a Euiopean, facilities for the employment of Indians in higher 
positions are not afforded on the ground that Indians with sufficient know- 
ledge and experience are not available? — Of course, that is the plea, put 
forward 

5527 Mr Devadhar The Bank managers have m some of my ta^s 
with them told me that the question of Indiamsation is for the shareholders 
to decide and I should approach them to arrive at a decision with regard 
to the apyiomtment of Indians in the higher ranks of bank management 
Is that so? — After all, the responsibility of the management rests with 
the General Manager or whoever may be in charge, and even the Board 
of Directors sometimes find it impossible to influence the manager to any 
large extent, the reason being that the actual work of management is being 
done by the manager himself The plea of the managers ,s Mutable 
Indians are not evailable foi appointments m lnghei grades and the same 
will continue for some years to come 

5528 Now that we are on the subject of branch -ban king, do vou net 
think that branches of joint stock banks, if opened more extensive!^, wi 1 ! 
thrive m this country? — Yes, provided managers and agents for these banks 
are not imported fiom abroad 

5529 You think that suitable Indians will he willing to accept the posts 
On reasonable pay and they are also available? — Yes 

5530 Mr Ilamdas Paniulu Do you know what the position in England 
is in. regard to the obligation to the employment of Nationals in foreign 
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Tbanks operating m fhat country 0 — I do not know whether there js nny 
such obligation at all So far as I am aware, the number of foreigners 
emplov d .n England is m banks other than Exohinge Banks almost 
nil 

5531 Lala HdThshcn Lai You said banking should be specialised m 
the secondary stage of education of a boy’ — Yes, students who cannot 
a fiord to have umveisity education and who "wish to entei into banking ser- 
vice should know the elements of banking and allied subjects before comple- 
ting their secondary education 

5532 At what age do you want that banking education to be given? — 
Say, 14 oi so 

5533 When would they get through that education’ — Say, in 2 years’ 
time, when they leach the age of 16 or 17 

5534 Do you not think that it is rather too early to start banking 
education at the age of 14? — They will merely learn the elements of bank- 
ing 

5535 If they only learn the elements of banking which are not of much 
use will any bank employ such boys’ — Certainly, they will prefer to have 
such men rather than have matnculates who have had no banking educa- 
tion at all 

5536 Do th^y employ boys at such an age in banks when they are 
still minors ’ — 1 have found that m England boys attain their majority 
at the age of 21 and a considerable number of those who are below the age 
of majonty are employed in banks But m India the age of majority is 18 

5537 Conditions m England are different from India Take conditions 
as they aie m India What knowledge would they gam m their two years’ 
stud\ of elementary banking’ — They will learn elements of banking, 
cunency, book-keeping, business methods and otbei subjects which would 
help them m then work as clerks m a bank or commeicial firm 

5538 What do you mean by the pimoples and elements of banking? — 
What aie rhe functions of a banker, what the responsibilities of a banker 
to a customei is and so on, can be learnt 

5539 A boy may know wbat the functions of a banker aie, but bow 
will a cleik make use of it in actual business-life How will that concern 
him m his everyday life’ — It will certainly concern him 

5540 Is theie any text-book of that nature which deals with all the 
elements of banking and other details that you think should be imparted 
to such boys’ Could you name any which can usefully be studied by 
elementary students’ — Elements of Currency and Banking by Sykes could 
be useful 

5541 Do you think this book can be understood by a boy of 14 in 
'India 0 — In the first yeai of tiaimng he may learn the elements of book- 
keenmg commeicial correspondence, typewriting and so on, and m the 
second year of tiainmg this book on banking could be studied 

5542 What starting salary would you pay to such young men? — They 
mav be started on Its 40 or so as circumstances ' and conditions of the 
different parts of the eountiy demand 

5543 You snv that under the new Tteaulatinns for the B Com Decree 
of \oui University, the subjects of Indian Currency, Banking and Ex- 
change play a piomment parr. Do you think that these subjects are of 
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pnmaiy importance winch, a student ought to know when he enters bank- 
ing seiVice? — This does not apply to peisons who enter banks as clerks as 
well as to people seeking bettei class appointments 

5544 What aie the better class appointments you aie thinking oP — 
- Aftei, say 10 yeais of seivice, a man may be placed m a responsible posi- 
tion oi put m charge of a section and so on when he may find the study 
of these subjects moie useful to him To begin with he wall be given train- 
ing in the vanous departments of the bank and at the end of that period 
he may be put m chaige of a branch which cames responsibility 

5545 So these subjects which he studies foi his B Com are practically 
of no use to him at least foi a few years aftei he has entered the service 
of a bank Is that so 9 — I do not accept that statement, but I only say 
that he will find a study of these subjects moie useful in aftei yeais 

5546 How will that know ledge be utilised m every day banking life’ — 
It may lie that sometimes even customeis might ask for some particulais 
of the bank employees and might like to know things such as the difference 
in the latio the reasons wdiy the highci ratio is condemned, and as intelli- 
gent bankeis they ought to be able to answei such questions 

5547 Is the highei ratio such a simple subject that eveiy body who 
learns about banking knows all about it’ My point is that even experienced 
bankers do not know’ much about it’ — I do not deny youi statement But 
assegai ds otlici matters which a banker should know I might just give an 
illustration I know’ of a ease where a cheque which w r as diawn w^th a 
eiossmg and words ‘Not Negotiable’ wntten on the face of it w T as relumed 
bv an officer of a well-know'n bank who had neatly 35 yeais expenence He 
.did not know what the woids “not negotiable” signified and thought they 
meant “not transferable” 

5548 Would you kindly tell me what text-books would you prescube 
to tram up Indian students to enable them to distinguish the difieience 
between “not negotiable” and “not transferable” cheques and such othei 
matteis’ — I am sorry I have to lefei to mv owm book ‘Banking Law and 
Practice’ m which these things me stated It is a fairly exhaustive book 
That is all 1 can sav 

5549 Is there any other literntiue on the question of banking as 
piactised m India’ — I have «een some othei books of an elementary 
chaiactei One Mi Kiishnammtliv has published a book and there are a 

■ few’ others But many more books wall be foithcoming if there is a demand 
foi them 

5550 Would vou confine your training of the B Com students to 
these text books oi would vou use English text books on the subjects’— 
Oi corase English publications have to ho studied 

5551 7 C there any difteiencc* between the English and Ji dmn bank- 
ing systems and law’’ — There is some difference I was responsible fir the 
amendment of the Negotiable Instruments Act m 1922 

5552 Has any consolidated publication been made so far to cover com- 
pletely the Indian banking practice and law’— I cannot say whether any 
exhaustive book has been published 

5553 What I am driving at is that we should provide for hanking 
education books which are suitable for this country and I am referring to 
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the lack of literature on that —I agiee thcie is a paucity of literature, 
hut many more will be coming when proper attention is paid to the study of 
the subjects 

5554 They ought not to study things which are of very little value to 
them, I mean that which they leam at present from the foreign banking pub- 
lications? — I cannot accept youi statement that there is not much use in 
studying the English banking piactiee No doubt there are certain differ- 
ences between the Indian and the English sj stems of banking 

5555 Mr Dciadhar Do you mean to say that there is not much 
demand for the study of Indian banking today? — That is so 

5556 Lola Harhishen Lai Is it not because that Indians ore net 
largely employed m highei appointments m banks? — There is no demand 
in India at present because the highei appointments m India are at present 
m the hands of people who do not belong to India, and who hold the view 
that there is not much difference between the English and Indian liw of 
banking 

5557 So far as tliere is a demand for homed men, is there a sufficient 
number '■ — No because in the past ihcio has been n>i pirtinji'M attempt 
made to leciuit persons with theoieheal training 

5558 There should be a rule laung down ceil am minimum qualifica- 
tions Is it not? — Yes 

5559 You sai those who take up Advanced Banking as then optional 
subject are lequired also to studv the Credit Organizations of the principal 
countnes of the world, Banking Law and Practice, and Advanced Currency 
problems Will }ou tell me if tuere is any literature available on Credit 
Organization m India? — 'Yes, amongst otbe-s tlieie is Nit Thukore's hook 

5560 That hook deals with the oigamzation of banking Are j*ou 
certain that there is such a literatuie and teachcis to teach Credit Oiga- 
mzation? — Theie is a certain amount of liteiatuie dealing with Credit 
Organization in India There is also a certain numbe’ of people who are 
able to give such training The\ might not be of the best tvpe but there 
are such men 

5561 Is there a Banking Law "* What do a on include m Banking 
Law and Practice? — Onh such principals as affect bnnlang business, such 
as, cheques loans and relationship between a bankei and his customer 

5562 Do these books make any mention about securities and succes- 
sion? — There aie ceitam points which require greater study Those books 
may not deal wuth law of succession, but that does not mean that the 
students should not know the fundamental principles underlying Banking 
Law of this country 

5563 So far as Banking Law is concerned, there is verv little about 
it?— -Yes 

5564 Then you make mention about problems of Advanced Cnnency? 
— Certain principles of Advanced Currency are applicable to India as well 
as to other countries 

5565 You also include Mercantile Law Is it not? — Yes, for banking 
students it is one of the compulsorv subjects pi escribed for the B Com 
examination 

5566 You say it is compulsory to study all these laws? — No, it is not 
compulsorv Only those who take up Advanced Banking as an > ptiona! 
subject have to study also the Mercantile Law 



5567 You say Advanced Banking includes Banking Law There are 
also other optional subjects such as the organization of the Indian Cotton 
Industiy Aie all these laws of any use to a banker? — These are all the 
subjects foi a bankei Thexe axe these five subjects which I have men- 
tioned m the memoiandum A student who wants to take msuiance law 
does not take banking 01 accounting, etc 

5568 Those who take up Advanced Banking as optional subjects are 
xequixed to study all these laws That is what you have mentioned m 
your memoiandum 9 — No, if you will just read fuither, you will find it 
stated that commerce graduates of this Umveisity are required to nave 
a fan knowledge of these Laws The Indian Cotton Industry is riot com- 
pulsorj for those who take up Advanced Banking 

5569 In answei to the question fiom the Chanman you descubed 
a method by which candidates should be appointed m a bank "What we 
do is this We adveilise m a paper foi the posts of candidates Bor » 
senxoi post a graduate is selected, whether he may be B Com oi B A 
Bor a junior post, v> e select an under-graduate or a matric passed 'Lhe 
applications leceived bj- us aie handed ovei to an agent m charge of cur 
school Me has no connection with the banking staff, but he is m charge 
of banking education We ask him to select candidates, twice or imricer 
the numbei we actually want Sometimes a few moie are selected Then 
these selected candidates aie interviewed by a committee consisting ox 
thiee directors of the head board, one director of a branch, the statr 
/nanagei in chaige of accounts, another manager m chaige of investment 
department, etc Tins committee examines them and gives marKs. 
Having done this, we select as many as we want Then these selected 
candidates aie asked to join the school, wlieie we have got lectures 
delivered, by which method these candidates get experience of accounts 
and banking routine We give them oui rules and regulations After- 
wards they aie again examined and there is a selection again Those who 
fail m the examination aie asked to appear for the examination again 
This way we have started for the piactical framing of recruits for the 
Peoples Bank Limited Bo you think we are on the right lines 0 — Yes, 
youi scheme is a very gieat improvement But supposing the man in 
Gnarge of the banking education is interested in a certain candidate, he 
may give a first chance to that boy and there wall be grumbling 

5570 Grumbling is always there Even with this committee there is 
grumbling Y r ou cannot help it We do not know how to judge the 
character of a man. We do not depend on any chits (recommendatory!. 
These chits we find very defective at times and we are of opinion ihat we 
cannot know the chaiactei of a man from these chits ? — You may measure 
his character from the certificate of the school, as they give such certifi- 
cates in schools and colleges 

5571 I am of opinion that a gieat quahtv which is required in a man 
serving m bank is honesty 9 — Yes, but after all you cannot judge a rnan 
as honest by simply looking at him 

5572 Chairman I shall now give you thiee questions fiom the memo- 
randum submitted by Bi Nmuenvi of Hungaiy He says (1) “It can be 
safely laid down as a pnnciple based on wide experience that theie is very 
little connection between the development of banking in a certain count rv, 
at a given period, and between the existence, or not, of a specialised bank- 
ing education ” Bo you agree with this 9 — No 
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(2i He further says “Comparing the question papers of the ‘Associate 
Examinations, 1929’ of the ‘Indian Institute of Banheis’, one lias to 
emphasise that 99 pel cent of European bank assistants, clerks, etc , on 
the Continent have never gone m foi studies of economies, and currency 
of the same high standing, and that, they could not answei questions re- 
lating to the economics of then own countiy of a type, similar to those 
asked m this countiy ” 

The third quotation is (3) “A young man who after passing his ex- 
amination as <i B Com oi a B A of Economics will suddenly find vhen 
getting a job in a bank, that all he has to do foi the next 10 oi 15 years 
consists of meie clencal woik of a veij low giade In most cases he will 
forget all the theoiies he has learnt m the college in a very short time, as 
he will have no chance to utilise them m his daily work The psycnologieal 
effects have also to be mentioned A young man studying the theories of 
economics cunency, banking, etc will be verv much disappointed to 
find tha + he has no use wliatsoevei foi the subjects he has studied, a feel- 
ing which will be very depiessmg ” Mv peisonal expenence leads me to 
the same opinion You talk of what has been done on the continent and if 
you will send us a communication mfoiming us as to what they are doing 
there, it will be veiv useful — In my memorandum I have given an extract 
from an mtimsting aiiicle entitled “The Tiammg of a Bank’s Staff’’ by Mr 
J G Holt 

5573 He does not state there that a man who joins a bank gets all 
the facilities theie — In England, as I understand, she v give all the faci- 
lities for training to the employees of the banks If the knowledge rttemed 
m school is of no use, I do not undei stand why the banks should prescribe 
anj examinations 

5574 It is simply to give encouragement at a stage when the boys 
should knorv that fuither education will be of leal use? — In the banks in. 
England theie is a paihcuhi atti action When a bov goes up foi an ex- 
amination they give him all the fees and a ceitam amount foi books for 
education Then he is also given promotion after his examination 

5575 Di Hydcr Yom object m giving specialised knowledge *n b ink- 
ing law is that these subjects will soive as gcneial culture and they would 
be helpful to a banker ? — Yes 

5576 Mi Dcvadhai You know that scveial of us have studied 
subjects like higher mathematics, histoiy , commercial geogiapny, which 
arc not of eveiyduy use I think yom point is lint a knowledge of these 
subjects does conduce bo one’s efficiency m the banking line Is that 
conect? — Yes 

5577 If that is collect, then you would be perfectly willing to mhoduee 
those subjects? — As I have alieadv stated m mv answer to one of Dr 
Ilydei s questions, oui object is not to tram people merely m subjects which 
aie of practical use tc them as bankers only 

5578 Now' we have read Shakespeare and we have studied Chaucer, 
but m our everyday work or conversation we do not refei to them at all 
Do you mean to sav all that is of no use m building rip our knowledge? 

5579 Mi Manu Subcdar May I ask, Sir, if the reading of Chaucer 
has increased Mi Devudhar’s knowledge of anything? 



603 


5580 Leila HarKnlian Lai You have no doubt heard that the Peoples 
Bank, within the couise of 9 years, established as many as 72 brandies 
Nov all the men employed theie had been tiamed within the institution, 
the^ had received no education on the lines to which you have been le 
femng Having known all this, do you still think that we cannot carry 
on with the facilities that we have at present, T mean without those fine 
degrees and the education that you lecommend 0 — I do not say that bank- 
ing cannot be developed without such education, but I maintain that it 
would be developed better if we had a staff who had had such training 

5581 I have had befoie me, as a practical bankei, the question of the 
law relating to banking, and we have had collected extiacts and comments 
on about 57 Acts (A book was at this stage passed on to the witness and 
later handed round to the membeis present) Do you think in this ecllec- 
tion we have wasted oui time oi oui money? — I would be the last person 
to say that you have wasted youi time Of course it would be very diffi- 
cult for me at the same time to express am opinion about the book itself 

5582 Does not the book contain all that is lequired to be woilced m a 
banking institution? Have we put in it anything that is superfluous? — 
No doubt, most of the heads which I see before me aie useful 

5583 If this agiees with youi views, do you not think that when time 
comes for a demand to be made foi text-books of this kind, this could be 
legarded as an effoit in that dnection 0 It is a collection of comments 
written by a veiv <de - 'er lawyei to whom I have had to pay. Es 5,000 He 
has gnen comments on the whole law l elating to banking In my own 
day do day administration I find difficulties eveiv day and this is the first 
attempt to solve some ot those difficulties, of couise we aie bnngmg out 
some othei volumes, one pei taming to Provinces and the othei pei taming 
to Indian States — That would be a good thing 

55S4 Chav man If has been suggested by the Bombay Chamlm 1 * of 
Commerce that the Indian Institute of Bankeis should foim a means ef 
Laison between bankeis and educational .institutions Will you kindly 
expand the idea and indicate what the institute may be expected to do hi 
the matter? Can vou also give us mfoimation regarding the work deno 
by the University Bureau m London as a liaison between the University, 
and business houses m London? — With legard to the fiist part of the ques- 
tion I should say that the Institute can appioach educational institutions 
and ask them to ananse courses of lectui es of particular interest to the 
bank employees The Institute can ask its membeis to send enquiries for 
candidates of ceitam types if they aie wanted by certain banks and these 
enquiries can be passed on to the educational nwi ltutions These are the 
two ways m which the Institute can be of help ac a sari of liaison between 
the educational institutions and the banks With legaid to the Univeisitv 
Bureau m London, I thmk that, as fai as my information goes, it acts as 
a centre where enquiries for various kinds of officeis oi assistants who are 
required by certain banks aie sent And the Umveisity is requned 
sometimes to arrange courses of lectures of particular mteiest to bank 
employ re 

5585 Has youi Institute taken any' action m tint dnection 7 — My 
institution bas organised pyenmg lectures foi the benefit of bank employees 
and yve ehaige no fees at all The idea is to piovide facilities to bank 
people who otbeiwase cannot attend icgular classes oi terms We have 
been doing that for tbe last few months 
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5586 Have you approached the Bombay Umveisity 01 any other 
tnnersity to start lectures of the natuie you refei to'— The voik -which 
the Universities elsewhere would be doing is bung done in Bombay by 
the Sydenham College of Commeiee If I were to approach the Univer- 
sity, they would simply pass on the same request to me and say, “Please 
airange lectures ’ 

5587 You state that most Indian joint stock banks have no definite 
scheme foi the leciuitment of staff officeis In view of what Lola 
Harkishan Lai nas stated from his own expenence, 30 m statement is not 
wholly eonect, since so fai as Ins bank goes, lie has a definite scheme 
of recruitment — That scheme must have come into existence very re 
cently , at any rate 1 am not awaie of it As I said, I am not awaie of 
any scheme adopted by banks m general 

5588 Have you any scheme to lccommend foi adoption by banks? — 
We cannot lay dowm any haid 01 fast mles m regaid to recruitment m 
the various banks because then requirements diffei so widely There 
may be banks which have onlv one office wdule there are some which, 
have a numbei of blanches Therefoie the scheme of reciuitment, w'hich 
suits one particular type of bank, mav not suit another type of bank 
Arrangements should of course be made by which the candidates are 
examined Heie m this Committee the view r Las been put forward that 
the candidates ma> be examined aftei selection is made The view that 
I have placed befoie the Committee is that the candidates mav be 
examined by means of a wntten test first and then interviewed So the 
diffeicnce is not veiv gieat That is the geneinl pnnciple wdneh I could 
put fonvaid 

5589 If I may collect jou no view lias been put forward, only certain 
suggestions have been made to elicit your views 111 legaid to those sugges- 
tions 9 — I am told that the number of people *0 be examined is restricted 
bj means of an intei view either by an ofhcei of the Imperial Bank 01 
by some one else and those candidates aic examined by means of a wntten 
test and after that a selection is made "What I suggested was that a 
wntten test should be fiisb c et and then people wdio coma out among the 
first 10, 20 01 50, as the case mav be, mav be interviewed and selection 
made out of that number 

5590 And vou lecommend a similar scheme for adoption bv the Indian 
joint stock banks ? — 1 would favour that 

5591 The Institute state that it is desnoble to send voung Indians 
after a good tiaming m banks m India for a practical study of interna- 
tional exchange and the vanous pioblcms connected with cmrency and 
exchange in exchange banks abioad, if it could be arranged by Govern- 
ment I piesume you refei to young Indians wdio arc emploved m hanks 
m India doing exchange business and who could, aftei training m exchange 
banks abroad, hope to occupy positions of responsibility m those banks 9 — 
The Institute was piobabb, lefeinng to the ease of persons who have 
received already a ceiiam amount of Laming and who w r ant training ic 
mternational exchange business 01 business of that tyn° 

5592 With a view to employment, m hanks doing exchange business 9 — 
Yes, or with a view to starting Indian exchange banks 

5593 Mr Mann Subcdar When the Council of the Institute made 
this suggestion did they expect that the exchange hanks wmuld admit 
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Indians freely foL fclus kind of training m England? — I am afraid that 
this question was not discussed at the meeting of the Council I do not 
- thi nk it was then view that the exchange banks would be glad to employ 
these people or that requisite facilities would be obtained 

5594 Chairman • It is not a question of employment His point 13 
whether it would be possible to secure facilities — My peisonal view 13 
that it would be extiemely difficult 

5595 Mr Manu Subcdai You have some exchange banket on your 
Council, and I take it that this statement has been looked ac by him as a 
representative of his Association and that he thought it necessary thafc 
the statement should go m this foim, not as a Smattei of course but if it 
were airanged by Government In other words the Council thought that 
unless Government took the initiative tbeie was no chance of getting 
Indians to secuie these facilities in England — The view of the Council 
was that it would otherwise be very difficult 

5596 Supposing the exchange banks weie requested by Government, 
on the recommendation of this Committee, to do this and they refused 
to do so What would you do then 9 — I do not think there is any law 
under which Government can insist 01 force them to provide the requisite 
facilities 

5597 Mr Bvckley With your expenence in London, Birmingham 
and elsewheie, do you think it is a practical proposition that Indian stu- 
dents who go fiom this country to study international exchange and 
vauous pioblems connected with Cuireney and Exchange can learn any* 
thing beyond mere routine w r oik? — Nobody has suggested that Indian 
etudents should go as such 

5598 At what age do you expect them to go to England? — After 
they have received practical tiammg m India for, say, 5 or even tec 
years 

5599 Do you think it is a practical pioposition? — There is nothing im- 
practical about it so fat as I can see 

5600 If I told you that the officers of the exchange banks who get, 
say, 3 years’ training m London before they come out to the East, learn 
nothing whatever of exchange or international exchange business, how 
could Indian students or bankers get such training? — I do nof know at aE 
w'hetber it is impiaekcable I know that a ceitam offieei of the Govern 
ment of India was sent to the Midland Bank and with a ceitam letter of 
introduction he was able to w'ork m two or three departments and one 
cf them was Exchange And similarly I know a certain number 
of Indians are being sent by the Punjab National Bank — I think to the 
Midland Bank I do not mean that a whole aimy of students should be 
.sent out for the puipose, just a small number should be trained 

I 

5601 Lala Harhshan Lai To my tmind the training of an exchange 

banker is at the him of brokers The exchange business cannot be 
learnt at the bank, it is possible onlv through bmkers — Yon learn banking 
and othex similar things from the right party, and that right party m this 
case is the broker, 1 ’ 

5602 Mr Manu Subedar Do you think it wiE be possible for any px, 
change banks, withHhen present jealousy and rivalry, to undertake to tram 
Indians in exchange business and thus expose themselves to competition 
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take that extreme view which \ou are taking Tlieie are eases 
m which young men aie given tiammg m certain Sohcitois’ olhces and 
then the same youngmen set up then independent business m competition 
with those sohcitois I think the same thing n possible m the case of 
banks 

5603 Mr Khatian When Mr Buckley said that it would be an im- 
practicable picposition, I am not suie wbethei he leally meant impractical 
01 unnecessaiy Let us analvse the question fiom both points of view 
Are you awaie that ceitam Indians have been to London and have leceived 
tlieir train ng in ceitain insurance offices there 0 — Theie, again, there ha Q 
been a great difficulty 

5604 Difficulty or no difficulty, the fact is that theie have been some 
Indians who have leeeivtd tiainmg in insurance offices in London — Very 
few only 

5605 Let it be even one Are you awaie of the method by winch they 
aie gnen training They aie liist put m one department, then m another 
and then m a thud, so that they aie able to get full training m the business 
Now is theie anvth ng specially m banking as distinct fiom insurance 
office which w'ould preclude a bank fiom giving the same kind of training 
to an Indian? — Of course wdiat I undei stood w’as that if these banks worn 
to know that these youngmen would latei on set up rival institutions 
winch w r eie going to compete with them, tlieie might be some difficulty. 
It, however, I go to an msuiancc office m London and if that office is not 
interested m Indian business, then of course tlieie (may not be that feeling 

5606 If the exchange banks aie not ovenvhelmed by any feeling cf 
jealousy or rnaliy, then there should be no difficulty for the training 
to be given to an Indian" — Nc 

5607 Lala Harhshan Lai Banking is diffeient from msuiance In 
msuianee, decisions aie taken according to ceitam rules, in banking they 
arc taken by experience 

5608 Mr Kliaxtan I am putting this question because up to tbe pie- 
scnt moment the Exchange banks m India ha\e not employed Indians 
on their supenoi staff It may be attubuted to then having received m 
adequate tiammg or to then unfitness foi employment m exchange banks 
But if by ‘impractical’ Mi Buckley meant ‘unnecessary’, can you give 
any reasons wdiy Indians should not be given superior posts m banks m 
India if training is unnecessaiy? — I think it is rather a question for 
Mr Buckley than myself 

5609 Is it not, m your opinion, due mostly to a habit of thinking in 
India that unless a person has received some training abroad, he i-> not 
a fit and proper person to lie emploved in superior positions ? — My feeling 
is that for foieign exchange business, training of that type is unnecessary 

5610 You consider it practicable to obtain such training m England? — 
■Yes 

5611 And m India also? — It is not absolutely essential that people 
must be sent to London No doubt m England or m a bank winch is 
dealing with foreign exchanges m different countries, the opportunities 
are greater In India if vou have an Indian Exchange bank dealing 
largely m two or three different kinds of currency, it would be possible to 
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2 ive the training The f ofcition would not of couise be as good as it would 
be m England C buD it does not mean that a person must go to London to 
get that tiaming 

5612 When you say that opportunities are greater m England, you 
mean tnat the London banks have to deal m exchanges of vanous count- 
ries, wlieieas m India it depends wholly on the Indian money market — 
In India it (may be lupee and sterling or rupee and yen only, whereas m 
London it would be exchange between England and so many other 
countnes, with varied cuuencies, e g , franc, maik, dollar, etc 

5613 Chan man The Bombay Chambei has suggested that in the 
Universities a special chair might be instituted on the subject ot indigenous 
ba nkin g Will jou kindly tell us if you w r ould nku to have separate chairs 
lor modern banking and ndigcnous banking oi would you fa our the estab- 
lishment of a chair for banking geneially, leaving it to those students 
of the University wdio wish to join fiifms of mdrgenous bankers to be 
apprenticed to such films foi practical training ? — I do not agiee witn the 
\iews oi the Bombay Chambei 

5614 You begin joui statement by saying that “the Council agiee to 
the leplies already submitted by' the Chambei of Commeiee, Bombay.” 
iou are representing the Institute Do you say that youi Institute does 
not agiee with this pait-eulai suggestion? — This particular question h^s 
not been addressed to the Council and therefore it has not been considered 
separately, but eeitamly I do not think that my Council would support 
the view that theie should be a special chan for indigenous banking 

5615 Mi Dcvadhai Do you mean to suggest that you are not in 
favour of the ststem of banking being dnided into indigenous and ether 
types of banking? — I am not in tavoui of having a chan foi indigenous 
banking, but I am in favour of having a chair foi banking, and the pro- 
fcssoi in cliaige of that subieet wall deal with indigenous as well as other 
types of banking 

5616 If the Umveisit} accepts the suggestion that there should be a 
special chan foi indigenous banking, would you accept the suggestion? — 
I do not think that tlieie is any chance of eithei the Umveisity accepting 
the suggestion oi a lectuici being found wdio w r ould' specialise in the subj’ect 
ot indigenous banking That palb of specialisation will come, peihaps, 
aftei 20 oi 30 years W r e have not a chair for banking and we cannot 
have a chan foi indigenous banking at this stage 

5617 There is a large amount of W'OiIc done by indigenous banks? — 
Nobody denies that, but it does not mean that hefoie w r e have a chair for 
banking we should have a chair for indigenous banking 

5618 Chairman Dan 3011 tell us fiom youi peisonal experience of your 
pupils wdiether the\ have been employed in fanly large numbers m the 
Impenal and joint stock banks and wdiether aftei receiving sufficient practi- 
cal training they have expenenced any difficulty m rising to positions of 
responsibility m such banks? — There aie a n timber of my students who 
have risen to good positions, both m the Impenal as w'-ell as m the joint 
stock banks But there is a certain amount of feeling among some of 
these young men wdio are employ ed in various banks that their promotion 
t c superior appointments 01 positions of responsibility is hindered 10 a 

large extent bv the lecruifment of staff officers m England by the Impenal 
Bank Persons who have woiked m England foi a few yeais in a bank 
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•aie bi ought ovei to India and they stand in the way ut the promotion 
of these young men Otherwise, I have no personal complaint Of course, 
theie are cases where my students have expenenced no difficulty and have 
risen to positions of responsibility , but I have received complaints also as 
stated above 

0619 Sir Puishotamda<s Thakuidas When you talk of the Impemi 
Bank, you have m mind the Bombay bianch of the Imperial Bank? — 
No, I refer to the bank m geneial 

5620 Have you an\ knowledge of ihe Impenal Bank’s recruitment in 
Madras or Calcutta 9 — Yes 

5621 Do your pupils go theie 9 — My pupils come fiom different parts 
nf India and theiefore I also get news about recruitment m other paits of 
India 

5622 You mean that the recruits in the Madias Cnele and in the 
Bengal Cnele are also students from vour College? — Some of them 

5b23 Do you know if the Impenal Bank m Bombay has brought out 
anybody fiom England dunng the last year 9 — I could not say about the 
last yeai, but during the last fhiee oi foui yeais, young men have been 
brought out from England 

5624 Do you know that the number has been steadily gomg down and 
that dunng ihe last twelve months not a single man has been brought 
-out 9 — I do not know 

5625 If that had been so, would you consider the position satis- 
factory 9 — Cei tain] v 

5626 When you make a statement of the kind you have done, cou 
might have made enqumes befoie making it? — I made enquuies some 
time back, about 2 oi 3 yeais ago 

5627 What you have said is based on mfoimation collected two or 
thiee yeais ago > — Yes 

5628 Di Hydcr Do you not have occasion to lead the annual 
speeches dehveied at Bombay or Calcutta 9 — I have been attending the 
meetings of the Impenal Bank and I do not think this soit of information 
has been forthcoming m the past Only m the last speech there is 
reference to it 

5629 Chairman We have heard complaints fiom co-operative banks 

and gentlemen interested in the co-opeiativc movement that youi Institute 
is unsympathetic to this particular class of bauks and that you do net 
take m youi Council a single representative of co-opeiative banks Can 
you say anything on that point 9 — I do nob know what grounds the co- 
operative banks have for then complaint W’e liavc no representative of 
the co-operative banks as such, but indirectly I may say I represent 
the co-opeiative banks I am on the Boatd of the Bombay Piovincial 
Co-operat ve Bank and I am a member of the Council of the Institute. 
It is truo that no scat is reserved foi a representative of the co-operative 
banks , 

5630 Your Council is composed of people elected from among 'the 
fellows 9 — Yes 

5631 Theiefore, unless the mnnaver of a co-operative bank or a crentle- 
tnan interested m the co-operative hank or in the movement generally 
becomes one of your fellows, he cannot become a member of your Council 
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A certain procedure lias to be followed Is that not so’ — But the proce- 
dure to be coin e a fellow is not very difficult Any person who is fit can 
be elected as a fellow 

5632 Ar p, you awaie of any cases in which a gentleman who is, say, 
a manager of a co-operative bank 01 is otherwise interested m co-operative 
banking was not allowed to become a fellow of your Institute’ — I do not 
know of the application of any such gentleman having been reacted As 
g mattei of fact, I did speak to a gentleman and somehow oi other, he 
has been hesitating to send his form, otherwise there would have been no 
difficulty 

5633 Theie is no bar, as your constitution stands at piesent, to such 
a gentleman becoming a fellow and thereafter becoming a membei of the 
Council’ — Certainly there is no bar. 

5634 Another point which has been raised is that the cuiricula for 
your vanous examinations do not specifically provide ioi co-operative 
banking Can you say anything on that point 0 — We have not felt the 
necessity foi it at the present stage, later on we may include it 

5635 But is not co-operative banking at. the piesent moment a very 
important blanch of banking m India'’ — We started oui examination, as 
I have stated, only about 18 months back, and we have ]ust begun our 
work Our attention has not been drawn to the need of having that 
subject 

5636 Would it be necessary foi somebody else to diaw 3 oui attention 
to the fact 01 would youi Council of its own motion take the matter into- 
consideration’ — The Council can take it on its own motion The point 
is whether co-opeiative banking is to be prescribed as an optional subject 
or as a eompulsoiy subject If it is to be optional, I do not think there 
ought to be much difficulty 

5637 You, as a member of the Institute, would be inclined to look at 
the mattei with sympathy’ — Yes 

5638 That should be so, because you aie also interested in the co- 
operative banking movement 0 — You !may put ir. that way 

5639 Mr Manu Subcdar You have instituted this examination of the 
Institute of Babkeis, the model being very largely of the London Institute 
of Bankers’ — Yes 

5640 Has the number of bovs appearing foi the London examination, 
which is bemg held m India, 'diminished on tins account 0 — I believe fi is 
diminishing It null take some time before there is a marked decline m 
the number 

5641 Has the piestige of your examinations mcieased and the desue 
to hold fbe London branch gone down? — As a matter of fact, the London 
Institute is not keen to hold these examinations I ortav mention for the 
information of the Committee that when the proposal +0 °tart the Indian 
examination was discussed by me with Mr Sykes, fbe Secretary of the 
London Institute, m 3924, he said that it was not desirable for Indian 
students to join the London Institute for the reason that if the Indian 
student who has to work m Indian hanks is required to studv the English 
banking law’', he will have to foi get some of its principles when he ? s 
actually working as a hanker Eor these and othei reasons, Mi Svkes- 
gave a letter to the effect that he was in favour of India having its own 
Institute 

Voi III. 2 p 
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5642 Aie boys spending a lot of money m connection with the London 
examination?— No, I do not think the expense is gieat 

5643 The dram is not serious? — Not at all 

5644 You would think it desuable both for the sake of uniformity and 
in the mteiests of the candidates themselves that they should take the 
Indian examination 0 — Ceilainiy I would prefer the Indian students talcing 
the Indian examination 

5645 You would very much piefer the discontinuance of the London 
examination in India? — Gradually, we must give sufficient notice 

5646 Has your Council wntten to the London Institute pointing out 
the desirability of discontinuing the London examination in India, in view 
of the fact that you have yourself instituted a Snore suitable curriculum 
of studies for examinations in India? — The London Institute, as far as I 
understand will give up holding their examination as soon ns they find 
that the number of students appealing for it is decreasing 

■)647 In how many vears do you expect them to do 4- — In three to 
five years 

5648 You expect then that the Indian Institute w 'll hold the field 
and that there will be no more rush for the London examination’ — Yes 

5649 Dr Hydcr I have here the question papers of the Indian Insti- 
tute of Bankeis’ examination for 1029 The fust papoi is on the "practice 
and law of bnnkmg ” To answer this papei, I understand you require a 
knowledge of the law of hanking of the Indian Companies Act and the 
Negotiable Instruments Act Aie these the principal Ads’ — Yes, those 
ore the pnncipal Acts Tho term ‘banking law’ does not mean any codifipfi 
law as such The term lcfers to those principles of law which apph to 
the business of bankers If it is a question of contract, of course the ’law 
ot contcnct applies If it is a question with icgaid to negotiable instru- 
ments, ot course it is the Negotiable Instruments Act which applies If 
it is a question of, say, a title to real property, it is the law relating to 
propei ty 

5650 You would include in the term ‘banking law'* these different 
\cts m so fai as they beai on the business of banking 0 — Yes, there are 
certain Acts, of course, which aie of pailieulai import nice, c q , the 
Negotiable Instruments Act to the bankeis 

5051 Would vou not include in the study of the mist ellancoiu Acts 
also the low applicable to co-operative societies’ — xl\ own ffclmg is that 
’t might be put as an optional subject 

5652 Optional as regaids the whole movement and to be taken up by 
such candidates is would be employed by the co-opeiative banks’ — People 
applvmg foi service in the co-opeiativc societies might take it 

5653 So that such a paper would include not onlv the law on co- 
operation, but everything lound about the movement as a V/liole? — I do not 
know whether I would go to that length I atm concerned with certain 
principles m geneial 

5654 Our difficulty is that we have to recommend something definite, 
c q m future examinations held by the Indian Institute of Bankers either 
the law applicable to co-operative societies and the ease law should he 
made the subject of a paper or that co-operation by itself, together with 
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the law, should be included as a subject ot the examination — I should 
suggest that co-opeiation and case law should be included m one subject 

5655 Lala Harkishen Lai I put it to 3011 whether students should 
'have the knowledge of the Acts, by-law r s and regulations? — As a matter 
of fact, it is very difficult foi the Institute to lay down any syllabus of 
this kind Ceitam piovmces have their own Acts If this is done, the 
question will ansc whether the Punjab and Bengal students aie to study 
the Bombay Act 01 the Burma Act or the all-India Act Unless some 
verv general principles which aie common to the vanous Acts are laid 
down, it would not be possible to lay down that the students should know 
the co-operative law as it is applicable m different parts of the country 

5656 Ohanman T thought you leplied that it is only the principles 
of banking law that the students aie lequned to know" It would not be 
difficult foi some person who takes an mteiest m the co-operative move 
ment to prepare a volume bunging out the essential featuies of the co- 
operative law, including the pnneipal by-laws, etc ? — If it is restricted 
to some geneial principles, it should be possible to include the subject of 
co-operation, but it you w anted that the students should know the Acts 
■m the different provinces, it would certainly be difficult 

5657 Dr Ilyder Are commentanes written by lawyers, say on the 
Negotiable Instruments Act and othei Acts bearing on banking, used as 
text-books foi the “piactice and law" of banking” 1 ? — They w^ould not be 
of much use They are not as easily accessible as books m banking law 
and practice 

5658 But of course they would be the books to elucidate the law? — 
No doubt, theie aie some veiy good eommentanes on the Indian Negotiable 
Instruments Act, but the commentators do not usually look at these sec- 
tions exactly fiom the point of view of the banker They would be help 
ful no doubt 

5659 Let us take Pait II of the examination papei on English litera- 
ture You wnuld expect an Indian boy to have a working knowledge of 
English, e q , that he should be able to write letteis — That is one land 
of knowledge, it is not the only thing Eveiy young man wffio is entering 
into the banking caieei, paiticulaily one who wants to aspire to a High 
position, ought to be able to express himself piopeily m the English 
language 

5660 Aie these papers modified bv any Moderation Committee 9 — At 
present we have no moderation committee 

5661 In the paper on “English Composition” one of the questions asked 
as “Explain fully with illustrations five of the following terms — meta- 
phoi antithesis, bathos, climax, hyperbole, euphemism, tautology, 
solecism ” Of what use is this question and Low many students would 
be able to answer it 1 ? Do we not demand too much and are we not too 
bookish and do we not mil awa^ fiom leal piactical views ? Aie w r e not 
wasting our national eneigy? — That may be one of the optional quest, ons 

5662 Take, for instance, the paper on commeicial geography One 
of the questions is “state the situation of and describe Czecho- Slovakia ” 
Is a young boy of 16 years expected to answer if? — Every bankei ought 
to have a ceitam amount of knowledge m geography and that is the reason 
why the question is there I do not find any particular fault with that 
question at least 
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5663 The Sydenham College of Commeice was started in 1913, is it 
not? — Yes 

566^ How long nave you been connected with that institution? — 
Smce the beginning of 1915 

5665 How many students have you on the lolls for the B Com, 
Dcgiee’ — We have at piesent about 312 

5666 How many students appeal for the final examination every year 
and bon msnv pass fully qualified to take their degree’ — 50 to 65 students 
geneiallv appear eveiy year and about 20 to 30 pass out every year 

5667 What happens to these boys after passing out? Are they able 
fco '~ct decent positions’ — Some of these people enter banks, others take 
to eommeicial business, while some others practise as Accountants and 
Auditors 

5668 Is theie any unemployment in regard to these men? — There may 
be some slight unemployment, but it is not appieciable so far as my 
institution is concerned 

5669 Is it not a fact that a mapnty of these B Corns do not find 
an entrance to business life and they drift on from the B Com to the 
LL B 0 — So tar rs I am awaie there is practically no dnftmg Most of 
my students ulio pass out aie employed m some commercial institution 
oi other Some of my students aie employed m the Income-tax Department 
but so fai as I am aware there is no such drifting 

5670 So you have not found any difficulty in legard to these men? — 
Ho 

567.1 You know theie are several Universities m India and if everyone 
of these weie to stait the B Com Degice, do you think that these people 
uould be able to secure positions in life’ — I am not advocatmg that every 
province or eveiv university should institute the B Com Degree I might 
sa * that m the United Provinces there are 5 universities, but so far as I 
could see them is nc scope foi moie than one College of Commeice, and 
as a rnattei of fact these institutions would be slaivmg m the matter of 
students and emu the lequisite stall 

5872 What m e find m the U P is this, that these men who get their 
degiees do not find it possible to get bread and butter’ — That is bound 
to happen if all the vauous umveisities weie to compete noth one another 
and tiy to picduce stuff which is not maiketable 

5673 What view do the businessmen geneially take of the alumni 
of your college? — I have had seveial letters from leading industrialists and 
othci business houses and so far as I could see they hav <j all a very 7 good 
opinion of them and aie favouiably inclined ton aids the institution Of 
corn so there is a ceitain. element possibly of commercial men who look 
at it Mitli a certain amount of diffidence 

5674 With lesrard to the scheme of bifui cation contained m appendix 
B, legaiding the training you impart to young boys m commercial educa- 
tion, do you find ’t difficult to place them properly after their training ? — 1 
This examination was started only lecently, but we have had no d iffi culty 
whatsoever till new I know that seveial matriculates rom these com- 
mercial classes who aftei completing their school education wish to take 
commercial or clerical appointments 
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5675 Mr Bushforth In regaid to the reply which the Indian Insti- 
tute of Bankers have given with regard to the question of higher naming 
fo’ India as m bank-ng outside India, I notice your answeis are m strik- 
ing lesemblance with that given by Mr Pochkhanawala except with this 
•difference that you aie a little more definite on the point It seems to me 
that in legaid to this there is some practical difficulty Your idea is not 
to send out young men for practical training m banking abroad but only 
to send out men who have already gained sound experience m this coun- 
try m banking both theoretical and piactieal, men who are obeady uoi Ic- 
ing in banks possibly m responsible positions Therefore, the real diffi- 
culty seems to me to apply to this end and not the other, because to go 
abroad and have conversations and such other things with well-known 
bankers m Loudon on the continent or America, it would be difficult for 
Indian bankeis who aie already m this country to arrange as their managers 
would not be willing to grant them leave How can you get over that 
difficulty A — First of all let me make my position clear These people go 
abroad ims for ^ecmg the country or having conversations abioad, but to 
have actual practical training m the methods of working of some of the 
leading banks m England and other countries Secondly, there would not 
be any difficulty whatsoever to suitable Indians finding it possible to get 
leave from their banks m this country 

5676 What I am trying to point out to you is that there is not much 
difficulty m getting letteis of introduction to leading bankers abioad but 
■fche real difficulty will be at this end 

5677 Mr Lamond I might for your information say that what Mr 
Rushforfch says is quite correct and I should like to point out how only a 
little time spent in London or on the continent would be most useful from 
a banking point of view I spent 3 weeks m London I took my own 
notes after visiting several banks at work, I studied the biancb accounts 
and how they were adjusted, I learnt, the general book-keeping and 
methods, and on the whole I found the knowledge and experience gained 
In that wav nas invaluable to me 

5678 Mr Rushforth I do not see how your local institution would 
spare the service > of an experienced man who is already m its employ for 
-training abioad and possibly for employment abroad as well 9 — I do not 
"thiak tlier^ null be any difficulty 

5679 You do not think there will be any initial difficulty 9 — Ho, none 
-that l am aware of 

5680 Mr Jadunath Roy You suggest that young men who have had 
already some training m banking m this country should be sent abroad for 
.training Woukl not such facilities be obtainable m India if the exchange 
banks would undertake to give them? — A certain amount of foieign. ex- 
change business can be learnt m this country, hut the facilities for tram 
ing are better m London and elsewhere than heie 

5681 But is not the ideal of training the same 9 — I think different 
, problems are studied by having a training abioad 

5682 Mr Jamal Mohammad . You say that banks in. India as a rule 
do not piovide <inv special facilities for the training of boys in banking 
business You say further down that the Bank of, Mysore Ltd takes up 


"raduat.es as piobationers and it is understood that the commerce gra- 
duates taken into its service by the bank have turned out well? — These 
are the words quoted from the reply we ieceived from the Manager of the 
Mysore Bank The position of the Bank of Mysore is sliglitlv different 
from othei banks I leheve tlieie is a certain amount of State coni’ ol 
and that is probably responsible for the fact that thev have miide some 
attempts to tiam up probationers 

5683 But what about joint stock banks’ How is it they do not pro- 
vide the facilities required for tiammg Indians? — Most of these Indian 
joint stock hanks are also managed by Europeans and thev naturally pre- 
fei neople who have had some piactical tiammg m English banks to 
people who have had no such training 

5684 What I am trvmg to point out is that these Euiopean Manager? 
have no justification to go m for foieign lecruits, leaving out the Indian 
candidates Do vou think there is any deaith of qualified Indians at 
present’ Do you not think that Indians would do verv well m such posts’ 
— I ceitamly think that they would do veil 

5685 You sav that at present recruitment foi the staff appointments 
m the Imperial Bank of India is veiy laigely made in England from among 
the very junior membeis of the staff of the English and Scottish banks, 
but when the Vice-Chairman told you that it is not a fact now, you modi- 
fied 3 . 0 m answer to a little extent? — I have been told that it is not a fact 
at present, dug so far as my knowledge goes, I have put down my views 
m the memorandum 

1 

5686 Mr Manu Subedar Are 3 ou satisfied with the extent of Indiam- 
sation earned on bv that Bank’ — I should say that the statements that I 
have made aie quite collect and are based on facts which I had m my 
possession some 6 01 8 months agb when I wrote this memorandum I do 
not know what has happened since 

5687 Chairman May I lemind you of what you said in reply + o Sir 
Puishotamdas Thikurdas You admitted that you wrote this on your 
information obtained 2 01 3 yeais ago Is that not so’ — Yes 

5688 You say that exchange banks generally engage Indian staff for 
clerical appointments and that recruitment for highei appointments is 
made abioad In your oial examination you said that at least a begin- 
ning might be made by these Exchange Banks bv appointing Indians to 
lower appointments such as those of Accountants Did you suggest it 
because you think competent Indians will not be available to take up posts 
as bank manageis’ — I do not mean to convey that Indians are not avail- 
able but mv only point was that since the shaieholders of these banks were 
mostlv foieigncis and had their head offices abroad, they might not be 
willing to take m Indians straightaway as Managers and that is why I 
suggested that a beginning might be made m the way I indicated 

5689 Almost all the countnes in the world are doing then own foreign 
exchange business Do you not think that given the piopei facilities and 
opportunities Indians would be ceitamly m a position to do their own 
foreign exchange business? — Certainly 

5(>90 You sav that theie is little combination of the ibcoieiicil and 
piactical tiammg m banking Can vou tell us w’by it is so’ — The chief 
leason is that the bankers m India do not give practical training 
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5691 Whose business it is ? — My opinion is that there is no reason why 
the bants should not give this training But they say that if a man wants 
to work in a bank for two hours a day, he does not do enough work which 
will compensate the bank’s manager or assistant manager who has to 
spend time for 'giving him training 

5692 Have jcu any suggestions to make? — My opinion is that banks 
ought to provide for such training 

5693 Mr Devadhar Have you seen any book written in Sanskrit 
about the old system of banking? — I ain hot a Sanskrit scholar, but I have 
read references to the old system of Indian banking 

5694 Are thev helpful for the modem method? — These references are 
not very useful But from the historical point of view they are useful 

' 5695 But if we study that svstem and see whether that will be use- 

ful foi the European sss-tem, can we do so? — Yes 

5696 Do you think it is of any use sending our men to foreign countries 
to learn then system? — -I am not m favour of going to foreign countries 
1 personally do not find any great use m sending young men to foreign 
countries at an earlier stage 

5697 Even foi superior training, say after ten years training in 
India? — Yes I am m favour of that suggestion 

5698 Are you in favour of grant Of scholarships for such training? — 

Yes 

5b99 B\ whom? — Bv banks 

5700 Would 30 U like Govemxnent to give these scholarships? — Yes, if 
they give 

5701 If Government make such grants, would you also include a scho- 
larship foi employees of the co-operative bank? — It all depends on the 
amount which is a T ailable 

5702 I ask you this question not as to the quantity but quahty? — The 
only subject concerning the co-op’erdtive bank is the development of 
marketing 

t c 1 

5703 But I find you include m your subject transport also? — I have 
given transport as an optional subject for the degiee 

5704 Would you include marketing for B Com degree when you select 
students to foieign countries for furthei training m banking? — Yes X 
would say that training is far more necessary at the piesent stage than 
co-oiperative banking 

5705 Some people say that co-operative banking is going to develop 
considerably When it does form an' important branch, will you favour 
the view? — Yes 

5706 The Scholarship scheme is for the piomotion of banking educa- 
tion And m that connection I may say that marketing wall requne bank" 
mg? Yes But I say all this will come, if we have got sufficient money 
for the purpose 

) t 

5707 Why do you complain about publicity hot being given to the accounts 
of the indigenous bankers ? — I simply said that indigenous bankers should 
give publicity 1 c their accounts - , 
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5708 You fb not want the banks to give publicity? — You mean Indian 
joint stock banks 

5709 Certainly ’ — They are registered under the Indian Companies 
Act and they must give publicity 

5710 Mr Khaitan Mr Devadhar wants to know whether the exchange 
banks give publicity to their accounts? — They do not issue separate 
balance-sheets dealing with Indian business What I have been advoca- 
ting is that indigenous bankers should also pubhsh their accounts 

5711 Mr Devadhar What is the reason? — They have not realised the 
advantage of publicity They feel that if information regarding their 
capital, etc , will be known to the public that may create an unfavourable 
impression 

5712 As legaids the organisation of the Institute of Banlceis, have tbei 
got any classes foi study ? — Up to now there was nothing, but this year in 
Bombay we have started a senes of lectures 

5713 Do these differ materially from the class of lectures we have in 
other institutes’ — Bo, more or less they are of the same type 

5714 Mr Bamdas Pantulu Have you got a list of recognised bank- 
eis’ — There is no list of recognised bankers 

5715 Chairman You say that students of the Sydenham college are 
only sent from the recognised banks ? — At present we have no list of recog- 
nised banks We recognise all the banks We have put the word “recog- 
nised” so that, if we vant ve can omit any of the banks 

5716 Is that Damocle’s swoid hanging ovei the eo-opeiative bank’ — 

No, even the students of the co-operative bank are allowed ' 

5717 Mr Bamdas Pantulu You say that only fellows of the Institute 
of Bankers are eligible foi election as members of the Council Will you 
kindly explain how the first Council was constituted’ — The first Council 
was constituted of representatives of certain banks, or more or less the 
promoters 

5718 When this Council was constituted, they drew up the constitu- 
tion May I knov if they had invited the co operative bank 0 — I vent 
theie as a representative of the Bombay provincial co-operative bank 

5719 Weie the othei provincial co-operative banks invited? — I do not 
know that There may be a representative of other co-operative banks m 
the meeting That information will be available from the Imperial Bank 
cf India 

5720 My mfoimation is that no other co-operative bank was invited? — 
I can neither deny nor confirm it 

5721 You say that the subjects mentioned m yom memoiandum are 

optional subjects Are they obhgatoiy oi voluntary’ — At pioscnt they 
aie obhgatoiy Oui institution has been staited very lecently and it is still 
m its infancy N 

5722 Is there an additional paper m your college on co-opeiative bank- 
ing? Yes, the co operative bank candidates have an additional paper 

5723 If you make calculations those persons who are m the 
co-operative bank can get employment on a salary ranging between -Rsi 200 
lo Rs 500 Compared to other banks, > cant you tell -me-what is -their 
number’ — That number is very small 
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5724 Do you think that comparing the men m the joint stock banks 
•except the Imperial Bank the men employed m the co-operative bank on 
3 , salary ranging between Rs 100 to Rs 500 is comparatively small 9 — I 
am afraid I cannot give you exact information on the point 

5725 My point is this that we have got 600 co-operative central banks 
-and 8 provincial banks I do not know about other provinces, but m my 
province, that is Madias, the secietny in the central bank gets from 
Bs 200 to Bs 250? In the Provincial Banks they get at least Bs 400 or 
500 — How many secretaries are theie m the Madras Province 9 

5726 I say about half a dozen who get Bs 200? — You may say so 
JBu* m\ experience about the Punjab co-opeiative bank is that nhen I 
acted there as an auditor the managers and secretaries did not draw more 
-than Bs 50 Most of them were working as honorary secretaries At 
-that time the number of men carrying a salary of Bs 200 was very small 

5727 That was quite long ago 9 — Possibly it was about 14 years ago 
when they did not engage qualified staff 

5728 The idea of replacing the honorary woikeis has been started 
recently 9 — Yes 

5729 My point is that the co-operative banks appoint men of good 
qualifications? — Yes, I quite agree with you There was a time when the 
oco-operative banks did not undertake busmess of current accounts 

5730 They are now beginning to do so? — Yes 

5731 When that is so, do you not think that you ought to consider 
a special course for getting more men trained for the co-opoiative banks 

There are also some special subjects? — I do not see any reason why there 
ought to be any objection for the introduction of those subjects 

5732 Have the examinations held m your Institute been very popular 
-with the banks? — Of course theie has not been much time for these ex- 
aminations and we cannot say that the examinations have become very 
^popular 

5733 Have you prescribed a course for economics 9 — Yes There is an 
-elementaiy couise of economics 

5734 Do } ou know if any umveisity has prescribed commercial bank 
jtng? — Theie is liaidly any university which has done that 

5735 I may tell you that the Madras University has done that — What 
•steps have they taken 9 

5736 They have piescubed the elementaiy course of commerce 9 — I 
-am awaie of that 

5737 Theie is no necessity for any change being made 9 — Ho 

5738 At present the School Leaving Certificate to students enables 
them to appeal foi the London examination of Institute of Bankers 9 — 
Yes 

5739 Is the Matuculation examination alloyed? — Yes A good many of 
oui candidates who appeal foi this examination are those who have passed 
the Matriculation 

5740 Mr Ramdas P antulu You say that no information wall l>e fur- 
nished to candidates about the number of maiks that aie required to 
-secure a pass in the examination 9 — Yes - 
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5741 Who do you follow a diffeient method from Universities in this. 
case ? — That is the method employed hy several examining bodieB other 
than Universities or schools 

5742 Why should not candidates know what standaid they should 
satisfy and how many maiks they should secure m order to get a pass? — 
Obviously it seems unfair to withhold that mfoimation — Supposing we 
found that the papei m a particular year was a bit stiffer than m normal’ 
years, the Institute might allow people who have secuied only 35 per cent, 
of the mailrs to pass that yeai, although the ordinary peicentage for pass 
maiks may be 40 That, as I have already stated, is the practice of various 
other bodies of a similai type I know the Punjab University recently got 
into trouble A case was filed against them because m the first examina- 
tion a feu students failed, and m the second examination they passed 
The Punjab University has since given up the practice 

5743 I find that you prohibit men, who have already passed a certain 
examination, fiom appearing in the same examination for the purpose of 
securing some distinction oi honour? — The idea is that a person who has 
already passed should not appear again and scoie distinction against a 
peison who has passed for the first time, he should not be given any 
undue advantage 

5744 You said that you favoured the idea of people wath certain amount 
ci tiaimng being sent abroad with the help of the banks or with the help 
of Government oi both Do you think they w ould get the necessary faci- 
lities ^ — As I stated if pioper steps aie taken, it is possible, it is onlv a 
suggestion I am told by a member of this Committee that there would 
be no difficulv at the otliei end and that any difficultv that there may be 
would be at this end only Of course, the numbei of persons to be sent 
should be veu small so that they can gam easy access to the different 
banking mstatutions m England 

5745 Do you think that the professor m charge of the subject of bank- 
ing should be a man who has practical experience or training m banking? 
— Banking practice is not the only tiling that a Professor of Banking should 
be required to know 

5746 I am speaking of the desirability of founding a special chair for 
that blanch of the subject 9 — That does not mean a special chair m bank- 
ing piactice But I w'ould certainly welcome a person wdio is sound in 
theory and has m addition piactical expencnce to a person who has had 
only theoretical training But the difficulty is of finding suitable men at 
rates of pay which oui Universities can offei 

5747 But if men are available and if funds aie available, vou would 
favoui the idea 9 — I would certamlv prefei it, but I sav it is difficult in 1 
actual piactice 

5748 Do a ou faxoiu the idea of the students being asked to study 
Piactice m banking m some institution m batches just as the law students 
study m law Chambeis 9 — I have suggested that students should be allowed 
to spend their Jong vacations m banking institutions 

5749 Do you think that a special chan, m indigenous banking can b'e 
usefully established foi teaching the indigenous banker modern methods of 
banking 9 I am afraid I cannot commit myself to that view 
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5750 You say that there is no need to have the B Com couise m each 
University Do vou agiee to a College of Commeice in each province' 1 — 
Yes, but it depends on the individual requirements of the different pro- 
vinces 

5751 If certain provinces want more than one college? — I have no 
objection 

5752 Chairman I just want to put you one question regarding edu- 
cation m co-opeiative banking If you think that you do not want to 
answer it, please say so without hesitation In Bombay you have got a 
Provincial Co-opeiative Institute and one of the examinations it holds is 
the Bank’s officers diploma examination, and that practically corresponds 
to one of } our Institute’s examinations? — Yes, so far as designation goes, 
1 cannot say that legardmg the standard, though 

5753 Mr Earn das Pantulu Can you tell me what is the reason under- 
hung your suggestion that the examination of the Institute of Bankers 
should include only an optional paper on Co-opeiative Banking? — I take it 
that it lealh means thiee papeis, m any case two, because you cannot leave 
oi u agncultuial supply and marketing — The answer is that the examina- 
tion held b\ the Indian Institute of Bankers would have a higher status 
than the exammatiop. of the Co-orpoiative Insktute 

'754 That -s all?— Yes 

5755 You sav that the people who want to be employed m these eo- 
opeiative banks must possess the diploma of the Indian Institute of Bank- 
ers m prefeience to the diploma of the Piovmcial Co-opeiative Institute 
Is that the view? — The leason whv theie is that demand is that the stand- 
ard of the Institute of Bankeis’ examination is considered higher 
Ynothei leason I 1 - that the Indian Institute of Bankers caters for the 
whole of India whereas the Provincial Co-operative Institute is confined 
to the Presidency 

5756 Do you not think that it v> ould be desirable to add a paper on 
agricultural supply and marketing since it is so important fiom the point 
of view of the Co-operative Movement? — It is not so important from the 
point of view of a student of banking 

5757 If is now becoming increasingly important? — If m future a 
demand arises, 1 have no doubt that it will be included m the curriculum 

5758 Do ,ov. know if m G-eimanv they have got an Institute of Bank- 
ers 0 — They have got a Bankers Institute 

5759 Do they conduct examinations? — Yes 

57G0 Is Co-operation one of the subjects? — I am afraid I have no 
information 

5761 Dr Hyder Have you got a good library at the Institute in Bom- 
I.u ? — Yes 

The last time I vmted it, I got a list of just 42 books m that libiaix 
That might have been soon aftei the inauguiation of the Institute 
Mav I know the date on which this list was given to you? (The list was 
handed round to the members of the Committee) 
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Mi V C Bangnswami Iyengni , Mr Krishna Menon and Mr Srinivasa 
Eao, representatives of the Madras Central Urban Bank, Limited, were 
examined 


5762 Chairman Mr Menon is the Dnector, Mr Eao the Vice-President 
and Mi Bangasvami the Secietaiy of the Madias Central Urban Bank? — 
Yes 

5763 You state that credit facilities aie required not for floating 
mdustnal concerns or finding capital outlay but for helping current require- 
ments I take it that your view is that finance foi block capital can be 
found by industrial concerns without difficulty fiom private subscriptions 
of shares 01 debentures 9 — Yes 

5764 You say that advances foi cuuent requirements should not be of 
a chaiactei alv. a\ s returnable within six months 01 a yeai, hut must cover 
longei periods Would you kindly gne the Committee an idea of the 
maximum periods foi which suck advances might be lequned by the vanous 
industries in your province with which you are familial? — The chief 
industries m the Southern Piovmce are textile mdustnes, oil-ciuslimg, one 
or two sugar factoues, trade m copia pioducts, cou-makmc and things 
like that on the west coast Generally m these concerns the advances 
that the industries take fiom commercial 01 othei banks do not provide 
them the credit facilities beyond a penod of six mouths, and it is thought 
that tins period of six months is not sufficient for them to leahse the 
proceeds of manufacture and keep their engagements with the banks from 
whom they get the advances I am of opinion that shoit period advances 
of three and six months are unsuited and provision must he made avail- 
able for such advances continual” foi a period of at least two years. 
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5765 Do you refei to advances for working capital? — Yes It so- 
happens that on occasions these industries have got to piovide themselves 
with the neeessaiy raw material, stock them, manufacture the goods, 
maiket them and get the pioceeds out of the maiketed quantities to enable 
them to return the advances made by the banks It does leallv take in 
cc Hjam concerns more than six months and it is not possible +01 the 
industiies to return the capital advanced to them by the credit mstitutions- 
within such shoit penods 

5766 But is nob the advance lenewed if there is sufficient security? — 
Theie is a certain amount of uncertainty, the renewal actually depending 
on the chief executive of the bank fiom whom the advance is taken There 
tg a certain amount of chance m it and I want to see that the period of 
advance is made longei so that the factor of chance is leduced to a 
minimum 

5767 Is it joui desue that it should be made longei by legislation or 
do you want banks tkemsehes to take a more favouiable view of these 
cases and giant advances foi longei penods, piovided, I take it you 
concede, that there is adequate security ? — It is absolutely necessary to 
have legislative provision, because undei the existing Act advances are not 
made foi a penod beyond six months 

5768 Mi Lam on d Aie you aware of the piesent piactice of the 
Imperial Bank m giving such finance foi woilnng capital’ — They give 
advances on the continued security of stock and mackmery 

5769 These advances aie on a demand basis collateially secuied by 
stocks held fiom time to time’ — We have a hypothecation deed executed 
m favoui of the Impend Bank and the bank advances on continued 
security 

5770 It is a continuing secunty against a demand advance and there 
is no question of six months, it is on a day to day basis 0 — It is a question 
of demand 

5771 Have you any woilcmg knowledge of how it is done? Such 
advances aie nob called up as long as the secunty is theie’ — Suppose an 
industiy is started with five lakhs of rupees of capital and all that money 
has been spent m the puichase of machmeiy, site, etc , and in the couise 
of development of that business some more additional capital w r as required 
Public subscriptions wall not be coming forw'aid until a dividend is declared 

5772 That is not the class of advance w r e aie now discussing 

5778 Chairman One of you admitted that what I had assumed m the 
first part of the question was coirect and that this statement did not refer 
to block capital, but only to woikmg capital? — The overdraft on debentures 
and block -capital includes i using of additional capital 

5774 We have done with that and we are now on working capital. 
If you turn to my question, you will find that I made a certain assumption 
and one of you said that that assumption wuas correct, winch means that 
it does not refer to block capital, including capital foi extensions There- 
fore the point legal ding giymg advances for additional capital for purposes 
of development or extension^ i B not at issue at the present moment? — When 
we referred to money requited for cunent expenditure, we had m mind 
raising of additional capital by debenture and blocks 
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5775 Then the answei to the fiist pait of the question has been wicmg? 
—The answei was piobabh given by one of u s without fully understanding 
the significance of what you said 

5776 If you now say that the requirements of block capital are not 
fully met by pnvate subscriptions of shaies and debentures, that is an 
aspect we can examine separately Wo are now on euirent requirements 
a c , what is commonly known as woikmg capital ’—As far a s I know, and 
I am connected with some industrial concerns, theie is no machinery m 
any bank to examine and conectly assess the value of any industrial under- 
taking, e g , whether it is successful or whether it is m a position to 
declare any dividend 

5777 May I suggest to you that advances foi wmikmg capital are 
nmeiallv given against the hypothecation of stock of some form or otliei ’ 
That being so, the consideration you urge does not anse m the case of 
advances for working capital’ — It may not be possible an all cases to 
convince the financing agency that the stock is leally valuable 

5778 If you cannot convince the existing banking agencies, how do you 
piopose to com mcc the new agency whose creation you aie piobabh 
recommending later on, that the stock is sufficient security for the advance’ 

The oidmaty banking concerns have not the qualification to assess the 

value of industrial concerns 

5779 Mr Lamond Any stocks which a bank could lend against would 
he marketable and theiefoie would have a maiket value’ — Suppose I carry 
a proposal to a bank to advance money against timber floated in the nvei 

5780 Would you call that a good banking security’ — The banks will 
not considei it as a business pioposition Suppose I have a concession 
from a ceitam Indian Eulei to cut about 3 lakhs woitb of timber and 
-they aie being dragged by elephants m the foiest, tlie banks will not advance 
on the security of the timber 

5781 Chairman May I point out that that was not the difficulty 
refened to m voui memorandum’ Tlieie the difficulty was that the 
finances ivcic always letuinable within six months oi one yeai You are 
now talking of cases where you cannot get any advance? — There are banks 
which consider such security a good one and we requne such banks 

5782 My point is that it is a chfterent pioposition from the one which 
you have stated m your memoiandum wluch wo have been trying to 
puisue, though I admit it is a good proposition foi examination’ — We do 
not quanel with the system of financing done bv any of the existing batiks 
We w r ant a suitable banking system wbicb will finance this kind of iequue- 
ment We are not particular about which bank does it If the existing 
banks will not do it, we require a different kind of banks wbicb will do it 

5/83 That is you ■want a bank which will piovide money without being 
satisfied about the seeuiitv’ — That is not cm intention If the existing 
an ys aie not conversant with this kind of business, we want other suifc- 

a , e **, 1 5 w kick can go into these matters m detail and satisfy themselves 
about the concerns 


'V j OW can y he 5 satisfy tbemsehes? The specific case vo 
aur'tnntf S " floatm g m tie liver? — I shall pursue ft 

1 T S A 0n tle West coast >8 financed by ft 

Imperial Bank in an indirect mannei If tie timber meichant wan! 
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jmonev, he executes a demand liundi foi three months He goes on chang- 
nog this hundi every thiee months 01 six months Practically the Imperial 
Bank is discounting these Iiundis 

5785 The Impenal Bank lends money m two ways, one on personal 
secunty and the other on the hypothecation of goods? — But they discount 
-the hundi s 

5786 That is a case of pei^onal secunty I do not want to puisue the 
matter because I notice that you aie changing your giound every five 
minutes You began by saying that the advances made should not be 

• of a characteL always returnable within six months oi one year As soon 
as I tried to puisue this proposition, you said that you want block capital 
for extension, then you said you want money for woikmg expenses on the 
security of timber m the nvei Tkeiefoie if you shift your position every 
time, it is impossible for ine to puisue the matter 

5787 Mr Kluntan 1 agree that the language of the witness is not 
quite happy, but lie is supposed to give us his views and the facts he has 
m his possession Mr Menon thinks that the timber floating m the nver 
and the timbei diagged by elephants ought to constitute good securities 
on the basis of which theie ought to be some bank m India which would 
consider it safe to idvance money 

5788 Chairman If so, the memorandum should have been worded 
differently If Mi Menon had said that his difficulties aie m regaid to 
the obtaining of money foi Ins extensions and developments and m getting 
advance for w ? oi king capital m cases wheie the bank does not consider the 
secunty to be adequate, I should ha\e entirely agreed? — We aie not 
financial expeits, we feel some difficulty and we only place them before 
you There are some businesses m which the returns wdl nofc be easily 
obtainable within six months oi one yeai and in which the facilities for 
repayment should be extended beyond that penod 

5789 Mr Ramdas Pantuhi Both Mr Menon and Mr Bangaswami 
adhere to the statement that financial accommodation is required for more 
than six months oi a year, and that .s the real point Whether they get 
it oi not is a difteient matter 

5790 Chairman The piopei piocedme would have been foi the 
witnesses to have kept then additional difficulties m the bnckgiound until 
the difficulties specifically biought to notice had been discussed and settled 
We shall now puisue the specific obsci nations put forward Let us make it 
clear who is going to be the chief spokesman That wall make the dis- 
cussion a little moie oideily I do not of couisc mind others making 
observations? — Mr Bangaswami I shall be the chief spokesman 

5791 Mr Mann Subcdai You refei to the formative period of 

industries and vou icfei to the eaily undeveloped conditions m which tkev 
find themselves It is not verv happih expiessed but what you imply is 
that industrial veutmes m Madras aie at present on a small scale most 
of them are new and that they aie experiencing ceitam difficulties? Yes 

5792 You refei to the industry being placed on a self-suppoi fcmg basis, 
hv ‘self-supporting’ vou mean that the mdustiv should be able to carry- 
on with its ow r n financial lesomces? — Yes 

- 5793 You have in mind the shortages of finance at certain stages 

niespcctive of + lie use to which the finance may be put? — Quite s-> 
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5794 Then you say that these shoitages cannot be made up by advances- 
foi six months or one year which alone are available at present on certain 
lands of secunty? — Yes 

5795 On ceitam other lands of secunty no advances are available at 
all 9 — Yes 

5796 Working capital and block capital aie vciy nice distinctions of 
which }ou may not be quite clear, but youi difficulty is two*fold, firstly, 
when an mdustnal ventuie has been started and when a ceitam amount of 
money has alieady been sunk into it and -when it comes to the point of * 
woiking piopeilj, if there is little shoitage, jou have no financing agency 
to make up for that shoitage 9 — Quite so 

5797 Secondly , on stocks which aie in piocess of movement or on 
stocks of certain lands, the banks would not give any advance? — There are 
ceitam things m piocess of manufacture against vlucli no advances are 
available 

5798 And -\ou desue that machinery should be cieated or existing banks 
should be induced to assess the value of those stocks and make fuller 
advances than they aie now making 9 — Quite so 

5799 Mr Dcvadhar Would you tell us how long the period of repay- 
ment should be 9 — I have said that it should be two years 

5800 Will that be a sufficient penod 9 — Personally I think that should 
be sufficient 

5801 Do -sou expect to build up within that penod some lesouices by 
means of which jou can pay ofl the advances 9 — If such advances are made 
on things m the piocess of manufactuie the finished pioduct could be 
marketed and money realised foi repayment 

5802 That is to say, within that penod you will be able to provide for 
the lepavment of the advance without causing anj inconvenience to 
youiself 9 — I expect that m ordinal y circumstances mdustnal concerns wall 
he able, within a period of tw r o yeais, to clear a ma]Oi portion of the 
bonowed capital 

5803 Can you mention tw ? o oi thiee mdustnal concerns which are at 
piesent languishing for w r ant of adequate capital and which, if given 
advances repayable in two years, would in that time be able to repay 
the liabilities they have undertaken either by way of woiking capital or 
block capital 9 — We were discussing about working capital, wdnch could be 
repaid by selling the goods manufaetuied 

5804 What about the cuirent expenses 9 — That piesupposes that the 
pioceeds of the sale would not leave any profit behind I never con- 
templated that position 

5805 Mr Devadhar May I know what industries you have m view?— 

I was talking about the textiles and the sugar industry'" Supposing a 
person is running a factory with powei and hand looms, he has to purchase 
yarn and meet other incidental expenses, his cloth wall not he ready to 
be given as security for advances that he might require for further 
processes of finishing, pnntmg, etc Therefore it is that I say that it 
will not be possible for him to repay his loan within a period of 6 months 
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5806 Do you lmow of many cases like that where people have suffered? 
—Yes 

5807 Mr Lamond Your suggestion is that advances should be made 
by banks at least for a period of 2 jeais during which penod you think 
the concern would he able to meet its expenses and make sufficient piofits 
to enable it to liquidate the loan which it has taken from the bank 9 — I 
should think so, speaking geneially 

5808 That is a very pious wish, but I do not think that it will evei 
be possible in actual practice to do so? — It all depends on the natuie of 
the business the concern does 

5809 Mr Jamal Mohammad During the penod of two yeais you also 
anticipate that the concern would meiease its woikmg capital by the 
floatation of debentures and stocks and with the new capital thus laised 
vou will also be m a position to lepay >our ongmal loan fiom the bank 
Is that so ? — That could also be done 

5810 Seth Iiap Abdoola Iiaiooji On what peicentage of the block 
will a bank advance loans to such concerns as jou contemplate? — I shall 
be satisfied if a bank will advance up to 60 or 70 pei cent of the total 
value of the block of the concern 

5811 Supposing such an mdustnal concern failed, do you mean to 
think that a bank will evei be able to legam its loan 9 — I do not contemplate 
that such a thing will happen Of course, your point also ought to be taken 
into consideration, but I am talking only of industrial concerns which are 
actually tknvmg 

5812 I am putting this question to you because theie was an actual 
case which happened in Kaiachi wlieie a glass factory with a capital of 
Rs 3 lakhs found it unable even to leturn a loan of Rs 10,000 which it 
had taken from a bank? — We can only legislate for the benefit of oidmaiy 
fair business concerns We cannot legislate foi extreme cases of the kind 
you contemplate 

5813 Mr Khaitan Would I be conect m understanding you to mean 
that a bank should come into existence which would take note of the block 
and stocks wdnch aie lequned foi the canying of a concern, sepaiately 9 — 
Yes 

5814 As regards the block you intend that theie should be some bank 
which would value the block pioperly and advance such an amount off 
money or such a percentage of the total outlay as may be consideied safe 
for the bank to invest m that concern taking othei circumstances into 
consideration Mich . s the possibilities of selling of stocks and ofhei assets 
of the concern Is that your idea? — Yes, that should be done 

5815 In that case you cannot piescube any particular percentage of 
the original capital outlay wdnch the bank can advance? — Yes, each case- 
will have to be coiiSidcied on its merits 

5816 As legards stocks, the present system under which advances aie- 
given for 3 or 6 months is also, according to you, not quite a satisfactory 
state of affairs, and even heie you agree that advances will again depend 
upon the merits of individual cases The bank will have to ascertain the 
saleability of the raw materials, etc , and will also have to keep a certair 
margin for its safety Is that your position? — That is so 

VOT..III 2 Q 
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5817 Sir Hugh Cocke You told ub just now that a bank should be 
in a position to advance up to 60 oi 70 pei cent of the block value of an 
industrial concern and you also said that the concern would he able to 
liquidate its loan Mitnin a period of 2 yeais Now, I put it to you, that /ou 
are veiy optimistic indeed Take the case of a concern which has a block 
capital of Ns 20 lakhs Supposing it lequiied 50 per cent of its block for 
working expenses, do you anticipate foi a moment that a concern would 
be able to liquidate a loan of Es 10 lakhs thus obtained from a bank, 
within a period of 2 yeais ’ — Much depends on the nature of the articles 
manufactuied by the concern 

5818 Would you expect that loan to be lenewed at the end of two 
y ears ? — Some little balance may possibly be left ovei, but I think that 
the major poition of the loan would be liquidated 

5819 Can you give the natuie of any concern which will he able to 
liquidate its debts within a penod of two years? — I have not set my mind 
on any paitieular industry oi concern, but that is nay general impression. 

5820 Mi Ramclas Pantulu You do not contemplate that a bank should 
advauco all the 60 oi 70 pei cent of the value of the block You only 
lefei to the maximum and it is up to the bank to advance as much as 
it can possibly do m i elation to the amount of loan asked foi by the concern 
Is that not so’ — That is the position I do not contemplate a position 
ivhere a concern which has sunk Es 100 lakhs m its business will go a 
begging for Es 70 lakhs 

5821 Chan man Am I to understand that youi point is that m spite 
of the fact that theie is ample and pioper security, m veiy many cases 
banks do not advance ds they ought to? — That is the position 

5822 You bare devoted the major pait of your answer to the fiist 
question to the lequuements of agiieultuie and co-opeiative banks and 
societies, as you have classified agiieultuie as a basic mdustiy Agriculture 
and co-operation have alieady been dealt noth by r the Provincial Banking 
Committees and this Committee will m due course give its earnest con- 
sideration to the facts and recommendations m regaid to these two 
subjects contained in the Provincial Committees' Eeports There are, 
howevei, one oi two questions relating to cash ciedit facilities of co- 
operative banks which I should like to put to you You refer to the 
witkdiawal by the Impenal Bank of India of the existing cash credit 
facilities on the backing of co-operative paper and draw pointed attention 
to the fact that the security of such agricultural paper is unimpeachable. 
There is anothei aspect of the matter wdnch the Madias Committee have 
dealt with m paragraph 356 of their leport It is that m times of crisis 
when the co-operative banks require this cash credit from the Imperial 
Bank, the latter may also be obliged to protect its own cash reserves, 
being itself a commercial bank, wnth the result that it might find it neces- 
sary to cancel its cash credit Such a situation would be undesnable and 
unsafe It is therefore necessary for the co-opeiative banks to build up 
then own fluid resources Have you anything to say m regard to this as- 
pect of the matter 0 — Ye^, I have got a few obseivations to make m regard 
to this matter It is contemplated that m a penod of cnsis, not only 
the co-operative banks but also the Imperial Bank itself will have to 
safeguard its resources The Imperial Bank then may not be m a position 
to continue the overdrafts gi anted to co-operative institutions When X 
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-mentioned that the facilities must be made moie stable m the Imperial 
Bank, I was taking into consideiation the fact that the Imperial Bank was 
not only a commeicial bank but it was functioning as a State Bank under 
existing conditions All the suiplus revenue of Government being kept 
with the Impenal Bank, I contemplated that Government should thiough 
'the Imperial Bank continue the ciedit accommodation given to the co- 
operative institutions I think it is a matter well-known that lecently 
Government went to help the Buima Provincial Co-operative Bank to the 
tune of no less than Bs 30 lakhs Some years ago difficulties aiose m the 
case of the Central Prnmces Provincial Co-operative Bana: as wdl, and 
Government stepped m and piovided sufficient ciedit for that institution 
to tide over its difficulties and continue work 

5823 Mr Manu Subedai The Buima case which you lefened to 
proves the need foi all the moie caution As you youiself admit, the 
Government had to wnte-off a sum of no less than Bs 35 lakhs’ — I am 
not for one moment oblivious of the need foi caution I admit they should 
“themselves provide foi funds for fluid resources m cases of emergency 

5824 You aigued that the importance of financing agriculture is so 
great that Government themselves have lecogmsed it and have made good 
-deficiencies m the case of two institutions when a crisis occuned and you 
said that the Imperal Bank should not be so conservative as it is to-day 
I put it to you — though I am peisonallv not against join suggestion — 
is it not a case foi the Imperial Bank to exercise more caution m legaid 
to this matter’ — I do not for one moment uige that theie is no need for 
'Caution But what I am trying to say is that it is not quite advisable 
foi the Impenal Bank to withdiaw all the existing ciedit facilities which 
they offei to the Co-opeiative banks within so short a period as 5 years 

5825 Mr Ram das Paniulu So far as the late of interest on the loans 
which you make is concerned, I take it that it is a fixed rate unlike the 
fates of the Imperial or the other joint stock banks? — That is so 

5826 And you keep to youi fixed rate m spite of othei seasonal 
fluctuations m the money market and considerations of that soit Even 
“though the money market is very tight, you do not mciease your rate 

of mteiest Is that so’ — That is exactly the position 

5827 And for the help that you aie lendenng for the agncultunst by 
not laising your interest rates even m times of crisis, you expect Govern- 
ment should also do something thiough the Impenal Bank foi von' in 
times of crisis m return m consideration of your service to the agncultunst 
Ts that the position? — That is oui view 

5828 Mr Devadhar In the case of Burma and Cential Provinces to 
which you refen ed, were they on the verge of gnef because foi want of 
prudence and lack of business talents on the part of the management or 
was it because that there was something inherently wrong with the basic 
principles of the co-operative movement? — I would not sav that theie 
was anything inherently wiong, but all I would say is that possibly with 
Better management those banks would have piobably tided over their 
•difficulties 

5829 Chairman You state that the export trade m cotton and ground- 
nut ib raainlv m tl e hands of middlemen and mercantile ’rouses r on wo 1 led 
By large European capitalists having their ramifications throughout the 
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country and that these meichants fix the puces fai m advance before the 
haivest and move them for shipping to the ports m the various provinces 
This subject has also been fully dealt with by the Madias Committee m 
its report, but there is one point on which I should like to make the posi- 
tion clear Although in the finance of the cotton tiade there are tluee 
distinct maiketmg methods employed, one of which piovides foi advances 
to the cultivator befoie the harvest, m the case of the giound-nut, the 
committee leport that the laige Euiopean exporting firms, who have their 
local agencies all over the countiy and all the principal groundnut centres 
m the haivest season buy for cash locally and do not oidmarily give ad- 
vances for growing the gioundnut Have you any facts and figuies m 
youi possession to contradict this geneial statement of the committee ’ — 
The geneial statement made by the Madras Banking Enquiry committee 
with legard to financing of gioundnut is on the whole conect There aie, 
however, instances wheie cash advances aie paid at the rate at which the 
eiop i s to be supplied to mercantile houses quite ahead of the gathering 
of the pioduce When referring to this fact I have paiticulaily m view 
two distucts, namely, Salem and Vizianagaram With regard to Salem 
advances are paid to the people who grow groundnut And with legaid 
to Vizianagaiam I have got information fiom one of the duectors of the 
bank and advances are paid prior to the growing of the eiops and prices 
fixed ahead 

5830 Sir Puishotamdas ThaLurdas What secunty do the mercantile 
houses get foi these advances’ — They will take collateral agreement 

5831 What do they do m case of the pioduce failing? — The mercantile 
houses keep a sufficient maigm when giving advances 

5832 How much margin do they keep? — I cannot give you the definite 
figuies 

5833 Will y ou kindly make enquiries and let us know? — Yes 

5834 You will also make enquiries whether there aie any bad debts 
and approximate amount of advances they get? — Yes 

5835 Mr Manu Subcdar May I also suggest to you that you will 
kindly make enqumes whethei they get advances every year from the same 
person or different persons? — Yes 

Mr Bamdas Pantulu It is generally from the same peisons 

5836 Mr Lamond We have been told by several witnesses lieie that 
exporting films make such adxances The Manager of the Balli Brothers 
m Bombay stated that they did not make such advances It is difficult 
to believe that they do so as by the time exports aie made, there may 
be a change m the Home maiket The point is verv important and we 
shall be glad to hav e the names of the firms who are making such 
advances? — Yes, I will also get the names of firms 

5837 Mr Bamdas Pantulu Mr Subbaiao of Yizianagaram, one of the 
directors of the M 0 TJ B is connected with the business of groundnuts 
He also said that the information was accuiate He is a man of some 
experience and if vou will get the information from him, it will be bettei ? — 
T cim get! mg the information from him 
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5838 Dr Hydcr Will you kmdly get the information both fiom 
Salem and Vizianagaram 9 — Yes 

5839 Chairman When you mention that there has been a curtail- 
ment of facilities, you naturally lefei to the Impenal Bank Gan you tell 
us whether this curtailment has any effect? — No, as I have already men- 
tioned in my memorandum, they aie trying to get advances from the 
Imperial Bank even at 7 to 8 pei cent 

5840 Therefore, the curtailment has some effect 9 — No, it has effect 
m the increase of late to the primary societies 

5841 When was this curtailment started 9 — Only last year. 

5842 During these twelve months theie has been no effect" — No 

5843 Mr Baindas Pantulu Were they holding any Government 
papei 9 — Yes up to the value of sixty thiee lakhs 

5844 Chairman During these twelve months, it has not affected the 
pumary societies’ boirower 9 — No 

5845 Mr Ram das Pantulu How much more Government papei is 
there? — I do not leeolleet the figuie 

5846 I thi nk it is about 50 lakhs And 25 pei cent of that amount 
is 13 lakhs, which is absoibed? — Yes 

5847 Chairman You say that the recent decision of the Imperial Bank 
of India not to accept co-opeiative papei as collateral securities for the 
oveidiafts granted has greatly embanassed the co-operative movement m 
regard to financing agncultuial marketing Prom your memorandum I 
understand that cash credits aie given foi two puiposes (1) for utilization 
as fluid resources and (2) for short teim loans repayable within a year I 
gathei that the withdrawal of the cash ciedit facilities by the Imperial 
Bank against the co-operative banks papei lefers only to the facilities 
utihsed by the co-operative banks foi the puiposes of their fluid resources. 
Have you found any difficulty m obtaining short term loans from the Im- 
perial Bank foi financing agricultural marketing on the secunty of pro- 
missory notes of the Cential Banks and the societies? — Up till now no 
occasion has arisen for us to raise any short term loans on the stiength 
of co-opeiative paper, because the Imperial Bank has been allowing over- 
draft 

5848 Have you yet approached them oi not 9 — There was no necessity 
up to now foi asking for short term loans 

5849 Mr Bamdas Pantulu Subsequent to the curtailment of facilities 
theie is a circular issued by the Imperial Bank about the short teim loans 
'Am I collect m this 9 — Yes 

5850 It is very recently? — Yes, about a week oi two 

5851 Two oi thiee banks m the Noithem Cncars were giving slioit 
term loans foi helping agricultural maiketmg I think those are the 
banks m Rajamundry, Guntur, etc , but they have stopped these loans 
since the curtailment of facilities by the Imperial Bank? — Yes, they are 
now not giving to a laige extent 

5852 Chairman My point is this Have you found any difficulty in 
obtaining short term loans from the Imperial Bank on the secunty of 
promissory notes? — Theie is no such arrangement We ask loans for 
financing agncultuial marketing on the notes of primary societies and 
Central Banks 
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■ 5853 Mr Manu Subedar Has not the diam which you ]ust lefened 
to spoiled your balance sheet position? Has it forced you to withdraw 
youi loans from other banks? — We cannot withdraw them, became they 
were fixed foi a definite period 

5354 Has it foiced you to sell the Government papei ? — Yes In 
October of 1929 we < sold Government papei of the value of Bs 15 lakhs 

5855 Mi Lamond Did you sell those seeunties because of the with- 
drawal of the facilities? — It was soon after the Townsend committee’s 
lepoit 

5856 Was it on account of the withdrawal of facilities? — We ha I to 
piovide funds 

5857 Mi Manu Subedai Did you feel any danger on account of the 
withdrawal of these facilities? — No 

5858 Mi Ramdas Pantulu Did not the Eegistrai actually send you a 
croulai asking iou to piovide yotuself with funds for fluid resources 0 —Ye* 

5859 Then aie you right m saying that theie was no danger? — No 

5860 Ghamnan In your memorandum you refer to the improvement 
of the present state of things bi, extending the facilities piovided by the 
bills thiough the agency of the co-opeiative movement The Madras com- 
mittee has consideied the possibilities of linking the co-operative societies 
moie with othei banks by the development of a realizable foim of agri- 
cultural papei They have come to the conclusion m paragraph 147 of 
the leport that while it is easy to develop such paper m respect of loans 
granted on pioduce, which has been gathered and put into godowns, they 
think it is difficult to cieate agricultural paper which would be readily 
accepted as security foi loans outside the co-operative movement m lespect 
of loans for gi owing ciops Would you kindly favour the committee with 
youi views as to how the difficulty in the latter case can be surmounted? — 
At piesent the co-opeiative paper which is given secunty foi the advance 
made by the bank is an on-demand piomissoiy note It does not clearly 
indicate whether the promissory note has been executed for the purpose 
of holding up the produce m the godowns of certain banks oi not The 
creation of special co-operative papei w’hich will be on tangible goods should 
be able to command sufficient confidence for its being discounted and re- 
discounted 

5861 I quite lealise that such a paper may be useful for the puxpose 
The Madias Banking Committee have expressed an opinion that it is 
difficult to cieate agncultuial papei for growing ciops Is there any diffi- 
culty or not? If theie is no difficulty, you may say so? — -I may say fhat 
1'he difficulty is slightly exaggerated What ive contemplate now u this 
The piomissoiy note of the primary societies will be executed only for grow- 
ing crops That is what we are contemplating 

5862 I quite realise that class of paper will he useful I want to 
know whethei theie are any piactical difficulties legaidmg its acceptability 
outside youi Movement? — Yes, theie aie some difficulties and legislation 
1 s lequiied for the purpose 

5863 What aie the difficulties? — Under the existing Co-opeiative law 

+ here is no special piovision made foi the produce of consumable commo- 
dities Once a special provision is made, co-opeiative paper can he 
created , 
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58b4 Apart fiom the legal difficulty, is there any other difficulty? — 
Yes, as already mentioned, there is no tangible property at the time ot 
entering into a contract 

5865 Will not the peisjn willing to subscribe to that paper use the 
money bonowed for any other purpose? — No 

5866 Is that principle observed and realised 9 — It has got to be insisted 
upon Money bonowed for a certam purpose must be used for that 
purpose 

5867 Dr Hyder You have been in this movement for a long time and 
you say many times that principle is depaited from Do you anticipate 
theie will be any difficult} m ensunng that that principle is really 
followed 9 — It has aheadv been begun to be observed 

5868 Chairman With success 9 — With certain amount of success 

3869 Regarding the legal aspect Mr Hood put this question m the 
Madias Banking Enquiry committee and you said that there is a Bill bemg 
drafted on the subject May I know what happened about this Bill 9 — 
That Bill has been suspended 

5870 Can you give us some idea as to why it was suspended 9 — It has 
been suspended foi some leason oi other And it will be brought forward 
m the next session of the local Council 

5871 Mi Ramda? Panfulu The Bill has been drafted, the Regis- 
tnu wanted to have a sepaiate Bill for the land mortgage banks I 
have addressed a lettei to the Registiai stating that they must make a 
specific piovision for the ehaige on the crop for oidmaiv co-opeiative 
loans advanced to laise the crop I have leceived a reply which I shall 

, show to the committee tomoirow 

Chairman If you get the copy of the Bill you will be able to give us- 
furthei information on the subject 

Mr Ramdas Pantulu Yes 

5872 Mr Manu Subedar You have stated that loans aie given bv the 
primary societies and sometimes it happens that the interest is also late 
m coming m Do you mean to say that the co-operative paper will be 
taken as an accommodation paper 9 — -My idea is that we should have a 
different sort of paper 

5873 But the promissory notes will lepiesent meiely liquid assets or 
assets which could be realised Instalments are coming m very late, they 
are not coming in legularly So, would you not say that it is accommoda- 
tion loan 9 — I do not know that You may call it so 

5874 Anyhow do you think tlieie will be some improvement m future 9 
— We aie already devoting our attention to this question There will be 
two different promissory notes One will be for short term loan and the 
other foi long term loan 

5875 In vour memorandum you say, “It is only then that the benefits 
of banking arrangements can flow direct to the producers instead of being 
hmited to the already well-to-do and influential middlemen and traders, 
most of whom are of Euiopean origin ” Your view is that the handling 
of the produce is passing and has very laigely passed into the hands of the 
huge European exporting firms and that these European merchants aie 
assisted by cash ciedits on a basis on which Indian merchants < annot 
expect The small meichants are therefore handicapped and m their turn 
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the handicap reaches down fco the pioducei Your object is that tins 
handicap should be lemoved? — Yes My idea is to knock out the large 
tnumbei of middlemen between the pioducei and the maiket, so that the 
profits may ultimately go to the giowei As a matter of fact my pro- 
gramme envisages a point wheie the pioducei will get a better price for 
his pioduce on account of the elimination of the large number of middle- 
men and there will be institutions cieated to finance certain crops m the 
hands of the pioducei or the merchant The Co-operative Movement will 
then take the place of the middleman 

5876 But the European exportmg films can always depend on getting 
easiei finance ? — My idea is that on a laige scale the Co-opeiative Move- 
ment will be able to stand up on its own legs m spite of the easier finance 
pioeured by the Euiopean firms 

5877 Mr Devadhar Do you not expect that by the time the co-opera- 
tive organisations come to finance all these mdustnes, we might get, even 
Indian films to deal with foieign countiies? — Quite likely 

5878 Chan mail You suggest that a sepaiate orgamsation should be 
biought into existence mainly foi financing pioduceis and mdubtml con- 
cerns on the basis of long term ciedit Do you advocate the estabbshment 
of one institution for piovidmg agiicultuial as well as industrial finance? 
In the case of the aguculturist, has not the difficulty been solved by the 
establishment of land mortgage bonks 9 — The land mortgage banks are 
theie s30 advance money to the landholder 

5879 Do vou think that the same institution wall piowde long-term 
ciedit both for agucultuie and industry ? — I look foiwaid to sepaiate insti- 
tutions i a dealing with agrieultuie and mdustn 

5880 Mi Ramdas Pantulu With regain to these land mortgage banks, 
you of couise know that they aie on a Co-opeiative basis You also know 
that a numbei of restrictions are placed on their poweis of lending, only 
lecentlj the Madias Regisliai has laised the limit to Bs 5,000 foi accom- 
modation, and I find fiom the lepoits of the several Pio\mcirfl Committees 
that they have recommended that laige sums should not be advanced 
thiough the co-opeiative land mortgage banks Do you not think that theie 
is a veiv large class of landholders outside the co-opeiative Movement who 
want laigci accommodation? Is theie any need foi commercial land 
moitgage banks besides the co-opeiative moitgage banks? — I do not think 
at piesent any commercial banks advance moneys 

5881 Do you think that with the piesent lestuctions it will be possible 
to solve the pioblem of long-teim advances to those people? — Not with the 
existing limitations, though I know that m the Madras Presidency there 
has been a persistent demand foi these facilities I remember the late 
Mr G Venkatianga Eao once told me that there was a primaiy need 
foi land mortgage banks which will go to the help of the lughei middle 
classes 

5582 Chairman Is there any difficulty m the case of the laige land- 
holders staitmg a co-opeiative mortgage bank of their ow r n which will be 
fiee from these limitations m regaid to loans? — The necessity to help these 
landholders is veiy keenly felt, but the question w r hethei it is possible to 
■form a bank on co-operative banks is one which lequires to be carefully 
examined 



5883 What is the feeling among the landholdeis themselves about 
it ?— They do want an institution which will come to their rehef 

5884 Do they want that institution to be lun on co-operative basis? 
— That aspect has not been fully consideied yet 

5885 Mr Devadhar Do you know the dictum of Wolfe that co-opera- 
tion is a necessity for the pool and not for the gentleman? — Yes, I know 
that dictum, he xefeis to the small faimer, he does not contemplate these 
big landholdeis 

5886 Mr Ramdas Pantulu Do you think that most of the capital 
xequned should be found by shaies? — It may be by shares or it may be oy 
debentures 

5857 But laige capital must be forthcoming? — Yes 

* 

5858 And do you flunk that most of the co-operative banks at present 
need moie funds? — Yes 

Chan man I think the Bihar Committee have in then* leport recom- 
mended a shareholders’ bank, they aie not m favour of a bank on eo-opeia- 
iive basis 

5889 You state that the loss sustained by the Piovmcial Bank owing 
to depieciation m the value of its holding m Government secunties is 
Rs 3,07,410 as on 31st Maich 1930 Does this loss lepiesent the differ- 
ence between the book value and the market value of the secunties on 
that day > — Yes 

5890 Was the book value wntten up at any time when there was any 
appreciation m the value of secunties? In view of youi answer to the 
piecedmg question, your leply to this question is m the negative 9 — Yes 

5891 You lefei m your memorandum to the absence of a lational 
system of co-opeiative finance By this you mean that while the advances 
to the cultivators by the societies should be made between June and Dec- 
ember and the recoveries effected after haivest from Januaiy to June, 
at piesent an unhealthy phenomenon is m evidence and the societies are 
dull m the agncultural season when they should be more active and speed 
•up the collections towards the end of the co-opeiative yeai where there 
is httle haivest Would you kindly tell the Committee what is the remedy 
foi this state of affairs? — In the Madias Presidency the cultivating season 
begins m July It is then that all the organisations which are looking 
aftei the weal of the co-opeiative movement are engaged m collecting 
-statistical information foi the department The co-opeiative year ends 
on 30th June and fiom the 1st of July begin the collection of statistics 
which have got to be supphed, the audit woik of the department is going 
on and the unions which are the fiist body to take into consideration the 
demands of the agriculturist aie fully taken up with the piepaiation of the 
various statements and leports which have got to be submitted to the 
department, and as much the needs of the poor agriculturist aie given the 
go-by and duiing the agricultural season nothing is done for the mobilisa- 
tion of capital to help the agriculturist 

5892 That is not a satisfactory state of things? — -It is not 

5893 The Registiar m his lepoit for 1928-29 has refen ed to that aspect 
.of the case? — Yes 



Could you tell us what steps the Movement itself is taking to lemedy 
this state of affairs 9 — The Movement is composed of so many entities all 
of which have to attend to the gathering of statistics that it is haidly pos- 
sible foi it to tackle this question 

5S94 You must admit that that is a somewhat serious state oi things? 

• — -Yes 

5895 It also indicates that the Co-opeiative Movement with the 
resouices at its disposal is not functioning to the advantage of the agn- 
cuitunst 9 — No 

5896 Theiefoie, even though the co-operative societies may be there, 
the agiicultiuist is foiced to go to the money-lendei to satisfy his imme- 
diate wants Now this is foi the Movement to remedy I want to know 
whethei the Movement has taken any action in this mattei ? — This un- 
satisfactoiv state of things is common to the whole of India, it is not con- 
fined to the Madias Presidency alone It is due to a number of mistakes 
made m the actual application of co-opeiative finance It started with 
the idea of lelieving the lyot of his pnoi indebtedness Neaily 70 or 80 
pei cent of the total money laised has m the last 20 yeais been devoted 
towaids the lepavment of the agiicultunst’s pnoi indebtedness And so 
far as I know this defect exists throughout India 

5897 The Madias Committee have tiled, m then repoit, to analyse 
the debt with lefeience to the puipose foi which it was used, and they 
say that onlv 32 7 pei cent is taken foi repayment of the old debt? — All 
the data aie mconect, it is a mere declaration not based on actual facts 

When the Co-opeiative Movement started, nobody thought what form 
it should take, it w r as bodily taken fiom Geimany and transplanted here 
without a piopei study of the local needs or conditions It was not 
nationalised 

5898 And you have taken 26 whole yeais to discovei this? — Yes, we 
aie glad we have discoveied it even if it is aftei such a long time The 
main difficulty is that the Movement is partlv controlled by the Govern- 
ment and paitlv by the people, so that no change is possible without the 
consent of both the parties and theiefoie the Movement is like a house 
divided against itself Anothei thing is that we should have devised a 
different si stem of unlimited liability foi this country, it was safe enough 
for Germany and othei Euiopean countries, but the conditions here are 
entuely diffeient And yet anothei difficulty is that Government; ha» 
totallv excluded loans against the secunty of gold ornaments 

5899 Mr Mann Svbcdai That was to pievent hoarding m this 
country 9 — All the same we have lost a veiy valuable secunty for our loans 

5900 Chairman Has the pool agricultunst m youi part of the country 
an appieciable amount of these gold ornaments 9 — We have two classes of 
people those who can afford to give gold as secunty and those that are 
penniless 

5901 What is the pioportion of those that have gold ornaments? — 
Seventv five per cent of the agriculturists possess ornaments 

5902 Mi Manu Subedar Even such a valuable secunty the co-opera- 
tive society will not accept? — No 

5903 So the poor agriculturist is driven to laise the money with the 
sowcai on this secunty 9 — Yes 
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£>904 Chan man I am not lefenmg to the upper middle class land- 
holder, we are taking about the pooi agriculturist Has he got any gold 
ornaments 9 — He has 

Mr Srinivasa Bac The chief leason why during the cultivation season 
moneys are not advanced to the extent that the Co-opeiators have a leason 
to expect is that a laige piopoition of the societies are moribund In will 
be seen fiom Mi Pantulu’s minute of dissent m the Townsend Committee 
that moie than 50 per cent of the luial societies aie monbuud — thev 
transact no business If a cential bank in a district manages to show some 
piofit, it is because theie is a ceitara pioportion of societies which aie 
doing good business which coveis all the black side of ovei 50 pel cent of 
the societies If you lefei to the description of the panchayats given m 
the Madias Committee’s lepoit on page 15S, it savs (of course it lelates 
to urban societies), “In many cases the panchayatdais aie too anxious to 
hold then posts to enqune so closely into the use and repayment} of loans 
as to jeopaidise then chance of re-election when then term of office comes 
to an end ” This applies even m a greater measuie to the panchavat dars 
of nual societies Theiefoie it is the desue to cling to the office which 
stands m the way of the propei management, which m turn reacts on the 
working of the society itself and also a ceitam amount of honesty which 
is wanting m that pait 

“The mam direction m which the weaknesses of the dnectors of the 
cential bank display themselves is m a tendency to give way to the 
demands of would-be bonoweis and to giant loans foi longei periods than 
is safe These defects can only be removed b\ expenence and tiammg 
of staff and appointment of capable dnectois ’’ It is peihaps true that 
capable dnectois aie wanting m the wav as was said m regard to urban 
societies There are central banks m which the chrectois would lathei 
cling to office than enfoice a ceitam amount of discipline without vhich 
theie can be no pioper management Then the Chairman put a question 
as to what is being done to lemedy this unsatisfactou state of affairs 
Even before the Townsend Committee made a recommendation to that 
effect, the Madias Cential Uiban Bank mtiodueed a scheme of inspection 
of central banks by the dnectois of the Madias Cential Uiban Bank They 
weie not only not satisfied with the inspections as conducted by the 
department, but the half-yearly leports sent up by the Begistiai dealing 
with certain societies did not bring out- the financial condition of the cential 
banks m their pioper light Having mtiodueed this inspection of cential 
banks by the Madras Cential Urban Bank, a number of repoits weie 
obtained and the state of the cential banks as disclosed by these repeats 
show that m fact theie is not one agency v Inch feels responsible for doing 
what is left undone by the agency lower down m the hieiaichy of the. 
co-opeiative machinery, but leaves things as thev aie, with the result that 
we find the Movement m its piesent hopeless condition About 20 central 
banks were inspected and their results weie brought to the notice of the 
managing agencies by the issue of leports One of the mam olqeets -vbich 
the Madras Central Uiban Bank had m nund m introducing the scheme 
was to depute dnectois to inspect cential banks and to find out how exactly 
rural societies stood which fact was not forthcoming m anv published 
lepoit concerning the cential banks oi, as a mattei of fact, m the adminis- 
tration reports themselves except by way of general remarks The directors 
of the Central Bank went into societies and unions, acquainted themselves 
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-with, the actual state of things and the lesult of that has been to persuade 
central banks to take up the resuscitation of ruial societies foi which the 
Madias Cential XJiban Bank has a few months back allotted Bs 50,000 for 
gran rang subventions to central banks which would undertake this resus- 
citation” business m light earnest This had to be done, because the central 
banks themselves had not sufficient funds We put the figuie tentatively 
at Bs 50,000, the applications aheady leceived come up to 60,000 and 
it is likely we shall have to sanction Bs 75,000 

5905 This is levenue expendituie and not expenditure for loans? — 
Yes In that way the process of cential banks taking gieatei mteiest in 
the impiovement of the societies financed by them is bi ought into opera- 
tion and as a lesult of this it is expected that a leal impio\ement will ensue 
The woik has been taken up m right eaincsl all ovei the Presidency just 
now The Madias Cential Uibau Bank, m giantmg the subventions, 
have biought to the notice of the district authorities the vanous points 
which they ought to attend to and it is undci the consideiation of the 
executive committee of the Madras Central TJiban Bank to prescribe 
periodical lepoits and to see that ibe woik is piopeily transacted "When 
aural societies begm to function as a lesult of this scheme, such o £ them 
as aie capable of doing business will be letamed and the others dissolved 
and then I anticipate a state of things in -wlncli we shall not be faced 
wuth a situation which has been biought to notice and on which the 
Chairman has put this question 

5906 Chav man You give a gloomy account of the existing operations 
of the co-opeiawve Movement I am not suie that that ip a state of affairs 
which at the piesent moment is found in evciy province 0 — I do not urge 
this as my peisonal view, but that is the Mew of the Townsend Com- 
mittee 

5907 The Townsend Committee lepoited about two veais ago, so we 
need not be bound down by that Committee All the same you gjve a 
gloomy account? — During the two years following the Townsend Commit tee’s 
report nothing has veiy much happened to altei one’s opinion in regaid 
to the existing state of affaus 

5908 Could \ou tell me how long it will take foi the Movement to 
refoim itself m such a manner that it could lendei real ceiMce to the 
agricultunsts? — If the whole thing happens m ten yeais, it w T ould be a 
short penod 

5909 Appaiently what you say is borne out by the finding of the 
Boyal Commission on Agiiculture, thev sav “the only lemedy foi the 
unsatisfactory condition of the movement in some piovmces is the patient 
and peisistent education of the membeis of co-opeiative societies m the 
principles and meaning of co-opemtion ” Would you subscribe to ibis 
statement — -I subscube to it in a qualified w r ay I was an assistant 
Begistiai for ten yeais dealing w ith a number of rural societies and during 
the 7 years subsequent to my retirement, I ime been actively engaged 
m co-operation work My expenence dunng all this penod is that while 
a lot of education is lequned, the ruial ryot has so much of culture and 
sense of duty m him that he wants to discharge his debt He does not 
want to evade payment, he wants to be as economic as possible, but it is 
owing to tbe mismanagement of societies and by the ; panchayaiclar •> in a 
al g e number of cases that thev do no business and the lequuements of 

members aie not attended to The panchayatdars themselves are deeply 
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indebted, tlie whole amount is devoured by them and other members do 
not leceive attention 

5910 Aie these -panchayatdais members of the co-operative societies? 
—Yes 

5911 Theiefoie it is they who lequire education in the principles and 
meaning of co-opeiation? — Yes, we aie moving m that dnection 

5912 All this is veiy intei estmg to us and I must say, veiy disapoomt- 
mg to some of us I hope we w ill see the silver lining before we conclude 
our deliberations, but my point is that if this is the state of affairs, then 
the question at issue leally is one of internal reform and le-oigamsation and 
not one of bettei ciedit facilities 0 — I would not have dealt with all these 
things, but the accusation against us is that the lequuement of the ryot 
is not met 

5913 The requirement of the i\ot is not met at the piecent moment 
because of certain things within the Movement which lequne remedying. 
Tour point is that not much advantage would be gained bv the ljot by more 
funds being placed at the disposal of the movement? — This we aie doing 

5914 I confess I do not wdrolly understand the conclusions j-ou would 
like us to diaw r from the facts vou have placed befoie us You saM that 
the result which has been bi ought out m youi memorandum large’v arises 
from the fact that 50 per cent of the societies aie moribund Even if' 
that were so, how r could we be confionted wnth the position brought out 
by the figuies you have given? I take it that the figuies give the trans- 
actions of societies wduch aie actually functioning, not those which have 
ceased to function Even m the case of societies which aie functioning, 
the position is that fiom May to Octobei when the lyots’ need foi crop 
finance is at the maximum, the disbursements m 1928-29 amour ted to> 
23 lakhs and the receipts to 39 lakhs, whereas m the period November 
to April when apparently his need foi ciop finance is not gieat, the disburse- 
ments amounted to 38 lakhs and the receipts to 25 lakhs Would I be 
wrong m drawing the inference that when his need is at the maximum, 
because of want of elasticity m procedure, he does not get the money and 
theiefoie he goes to a money-lendei and gets his money When he gets his 
money, fiom the co-opeiative society he manages to lepay the money-lender. 
That is the story which is depicted by these figures so far as I can make them 
out? — In a way the figuies bear out that statement, but at the same time 
I might add that the fact that laige amounts have been disbursed m that 
part of the year when agiicultuial operations are not earned on shows that 
the amounts are received for purposes different from those connected 
with agncultuie (Mr Menon The ryots pay assessment during the 
months of Decembei to Apnl They somehow manage cultivation expenses 
and when they borrow fiom the society, they pay the revenue assessment) 

5915 If that is so some doubts occur in my mind about the success 
of your shoit-term crop loans, seeing that you do not advance money to 
an adequate extent even to members of co-opeiative societies for the "pur- 
pose of their ciops ? — These figuies aie taken from the len din gs of provin- 
cial banks The leal state of affans wall be depicted by the lendings 
between the district banks and the primary societies 

5916 If that is so, the conclusion which it is proposed to diaw from 
''the figuies given m the memorandum should never have been drawn 
Would not the inflow of money from the provincial to the central bank to 
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.some extent conespond with the inflow of money from the cent) a] bank 
to the primary societies and fiom the primary societies to the borrowing 

bodies? That is so It is during the months of Decembei to March that 

primary societies requne advances not only for the puipose of paying the 
Government Inst, but for noldmg then pioduce for bettei puces after the 
harvest The harvest begins m January and goes on till the end of .April 
or May 

5917 I take it than the loans are then given to the iyot, firstly to 
pay his land levenue and secondly to enable him to hold up his pioduce 
foi ceitam penods Those aie the two mam objects and if these figures 
aie correct or any way an index of wheie the money goes, a small pro- 
portion actually goes to meet pioduction expenses’ — Not between the 
months of December and April 

5918 Therefore, would it be coirecl to assume that the money issued 
from Mav to October which is 23 lakhs m the yeai 1928 29 (out of i total 
sum of 61 lakhs) is the only money which is going to meet production 
expenses’ — In 1928-29, 23 lakhs went m fiom the piovmcial bank towaids 
advances to primary societies thiougk the eential banks, whereas under 
■oidmaiy conditions one would expect that dunng the cultivation season 
the amount of money lequned would be very much laigei 

5919 Do not these figuie thiow some doubt about the success of the 
system of ciop loans on special agricultural papei which you had .id\ocatel 
a little while ago’ The fact is that a laigei piopoition of the loans made 
by the piovmcial bank goes to meet expenditure other than pioduction 
^expenses’ — To that extent you may diaw that mfeience 

5920 Mr Ramdas Pantulu You say that “the dependence of co- 
operative banks on the Impenal Bank foi financial aid partly arises from 
the absence of a national system of eo-opeiative finance” Last year yom 
own bank borrowed laige sums of money fiom the Imperial Bank at 8 
per cent , the then Impenal Bank rate, and ^ou lent it at 6 pei cent ’ — 
Yes 

5921 To get additional facilities you had to pledge some of your 
securities again? — Yes 

You seem to point out heie that all this need not occur if you had a 
lational system of co-opeiative finance, because tlie busy season of com- 
mercial banks wall paitly coincide with the slack season of the co-operative 
banks and vice veisa, and you want to lliustiate that point from the trans- 
actions which the piovmcial bank had with the central banks? — I try to 
draw this inference from the figures available m oui books Theie is a 
demand for money from the pi ovmcial bank by the central banks during the 
busy season and when the bank late is high If theie is pioper co-ordmation 
of finance, the demand fiom the central banks wall tally with the busy 
season of the maiket to some extent and some repayments will be coming 
•riming the busy season which is not available at the present moment 

5922 If most of your constituents held up the pioduce which they did 
not want to sell, your theory of money coming m will not hold good’ — It 
•may not I mean to say that financing for productive purposes generally 
coincides wath the slack season of the money maiket 

5923 You do not mean to say that these figures actually represent 
the society’s transactions’ — They do not lepiesent the transactions of the 
village societies. 
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5924 You supply central banks with very little finance, they finance them- 
selves? — Yes, but to find this out, we have to take the figuies ol the 
cential banks, pnmarv societies and oui figuies and then collate a state- 
ment 

5925 Chairman These figuies are a general indication of the operations 
-of the pumaiy societies in legaid to then bonowmgs and you admitted 
that position You have said that the primary agricultural credit societies 
aie most dull m the agricultural season when they should be most; active, 
and you take the statistics as an indication of that phenomenon? — Yes 

5926 As it is, you do not diaw the inference fiom the statistics but 
having made the statement, want to support it by the statement? — Yes, 
but I would like to modify the statement to this extent, that the statistics 
given here illustrate only a portion of the transaction m the co-operative 
Movement 

5927 I am quite piepared to admit that That is why I put it to you 
whether you would considei these figures to be a reliable index in legat’d 
to the operations of the pi unary societies and I think you answeied m the 
affirmative ? — But I would like to modify that statement that since the 
-amount of finance we supply to the co-operative Movement forms only a 
-small proportion, unless you collate the figuies of the pnmary societies 
and the central banks along with ours, a conect indication of the siouation 
cannot be gauged 

5928 Apart fiom these difficulties, is there any other experience on 
which that definite statement is made? — This statement is based upon a 
general estimate of co-opeiative finance m the piovmce and as exemplified 
from our transactions with the cential banks with legaid to the Supply of 
•funds to them 

5929 If these statistics were not theie, would you be still making that 
statement from youi geneial impiessions? — I would be making that 
statement with a qualification, that the amount of funds that are being 
pumped into the co-operative movement generally does not tally with the 
'busy or the slack season, that it vanes, that dunng the busy season funds 
aie required m laiger amounts and we find it difficult to find funds and 
that if there were co-oidmation, things would have been otherwise 

5930 I am not concerned with the agncultuial season, at the moment 

1 am confining myself to the piecise fact how far the needs of the agricul- 

turist are being met That is moie important from my point of view 
You make the statement that the pnmaiy agricultural credit societies aie 
most dull m the agricultural season, when they should be most active 
That; statement was made without reference to any statistics Having 
made that statement you pioduce certain statistics to illustrate that state- 
ment That is the reason why I asked you about the basis of that state- 
ment? — What I have to say m support of that statement is that the co- 
opeiative organisation, at a time when monies are required m very large 
quantities to finance the agriculturist, is employed mostly m looking after 
overhauling the societies, collecting statistics, etc , and as such it docs not 
provide sufficient field for the flow of funds which otherwise would be much 
larger * 

5931 Bor how many years have you been engaged m the coopeiative 
Movement? — For the last 18 years 

5932 You must have had some peisonal knowledge m the matter? 

2 have not gone about m the field, my personal knowledge is based on 



statistics supplied m the admimsti ation and other repoits and the mfeienees 
I can diaw from them 

5933 If so, this statement should not have been made m the form m 
which it is made’ — It is based on the figmes given and on the statistics 
we derive fiom the admimsti ation lepoits also 

5934 Aie theie othei statistics? — In the administration leporcs there 
aie figuies fo,. cential and primary societies 

5935 Distubuted bv periods’ — Thev do not distubuie it b^ jeriods 
Graphs aie woiked out with legard to demands and out-go of money with 
regard to the vanous periods m the ycai and foi vanous yeais 

5936 Chairman I have got heie only two charts m the Eepoit of the 
Eegistiar of Co-opeiative Societies of your province It is quite tiue that 
the Registrar makes the statement — “these cuive b show what is le'iected 
stiongly m all of them that the woik of co-opeiative societies is dominated 
not by haivests but by annual leturns” — and that undoubtedly suppoits 
the statement vlnch you bare made, but unfoitunately the graphs heie 
show only the percentage of oveidues to the demand for the month 
including auears of pievious months? — My point is that the llegistiar 
presented to a meeting a senes of graphs and on peiusal I found them 
to suppoit my statement 

5937 Therefore would I be collect m assuming that there are other 
statistics which led jou to make the statement that the pnmaiv agricul- 
tural ciedit societies are most dull m the agricultural season, when they 
should be most active’ — That is a fact 

593S You say that youi experience m Madias is that iomt stock banks 
have not iieeh advanced to industries large or small Is that a fact’ — 
Yes 

5939 I take it that you refer to advances for v r orkmg capital ?— -Yes 

5940 Seeing that commercial banks work on shoit term deposits, they 
can only grant advances foi woikmg capital if they are requned for short 
term Would you kindly tell the Committee wdiethei the commercial 
banks m the province have not been helpful even to this extent’ — As fai 
as my knowledge goes, Indian joint stock banks do not finance industrial 
concerns at all even foi shoit term requirements 

5941 Do you know the reason why they do not even advance the short 
term requirements’ — I do not know that 

5942 Do you not think that it is possibly because that the bank is not 

satisfied with the security behind these short teim advances’ — I do not 
know whethei it is so or whethei these banks have made it a mlo or 
policy not to finance short term requirements , 

Lala Harhishen Lai We will have to verify that statement 1 

5943 Chairman Could you tell us whethei you know 7, any m c i ance of 
an industrial concern approaching a joint stock bank foi a short term loan 
and its having been lefused’ — I am at piesent unable to give specific 
instances 

5944 Will it be possible for you to send us a note on the subject 
giving specific instances and other facts that have come to your notice? — 
Yes I shall do so 
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5945 Mr Rashforth Has ever an industrial concern approached you 
■for such an advance having been refused by a joint stock bank? — We aie 
prohibited under the statute to make such advances 

5946 You may have been piokibited under the law, but that dees not 
prohibit somebody fiom asking you for a loan of that character? — That 
is true As a mattei of fact we ha\e been appioacked by some concerns 
-and we had to tell them that we weie precluded fiom. making such 
advances 

5947 Mr Rnmdas Pantulu I hope you aie famihai the joint stock 
banks and their working generally? — Yes 

5948 Your experience of these joint stock banks is that they mostly 
invest their funds m granting loans on the joint piomissoiy notes of rich 
people and so on? — Mostly, it is so 

5049 Youi experience is ihat they aie veiy cautious m legaid to other 
forms of money lending ’ — They aie not only cautious but they aie extremely 
conservative 

5950 As Secretaiy of the South India Chamber of Commeice you 
have also geneial knowledge of the industiial conditions of your piovmce 
and you have made that statement m youi memoiandum as a result of 
your long experience and the geneial feeling evinced by the industrialists 
of jour province Is that not so? — Yes 

5951 Chairman I did not know that you are also the Secretaiy of the 
Southern India Chamber of Commeice I was wondering how you could 
make a positive statement of fact as it were, being only a central urban 
banker You refeired to these things out of your experience gamed, as 
Secretary of the Chamber of Commerce? — Yes 

5952 Yery well then, I shall leave it at that and examine you later 
on m connection with this mattei when you appeal before us m the new 
capacity 

5953 You state that m your province three good industrial concerns, 
the Carnatic Paper Mills at Eajahmundry, the Sugai factoiy at Masulipatam 
and the Spinning and Weaving Mills at Bezwada, weie starved and that 
they would have been successful if only they had enjoyed reasonable credit 
facilities Have you had reliable information regarding the financial 
difficulties of these concerns and can you mention some facts and figures 
to show that with reasonable credit facilities they would have flounshed? 
— With regai d to the Carnatic Paper Mills I knots it was started under 
proper aegis and advice with a big capital The mam portion of their 
capital was sunk m the block foi securing the machinery, the buildings, 
plant and other things They weie also provided funds by the Madias 
Government under the State Aid to Industries Act and I presume on the 
stiength of this even the Impenal Bank of India allowed them overdiaft 
facilities for caiymg on their business Later on, I undeistand, the 
Imperial Bank withdrew its facilities, and this was followed by the pur- 
chase of the concern bv two financiers who have supplied funds to the 
concern for continuing its work It is the want of sufficient working 
“apital that induced the ongmatois of the Company to pait with the 
concern at least with the hope that the concern might survive m other 
hands 

5954 Lai HarMshen Lai Who are these new financiers who purchased 
the concern Are they Indians or Europeans? — They are Indians 

Vo* III 2 e 
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5955 Chairman What was the orgmal capital of the concern?— It was- 
something like Es 15 or Es 20 lakhs, if I remember aright I am not 
quite sure 

5956 Mr Lamond What was the concern sold for? — -I am not aware- 
of the definite amount for which the concern was sold for, but I bcbeve- 
it was something like Es 6 or 7 lakhs 

5957 Chairman May I suggest to you that you do not know the actual 
facts of the case? Having been ignoiant of the facts, it was hardly 
proper for you to have cited these as instances m support of your state- 
ment which you state definitely as your “experience” Apparently yom 
are not aware of the full facts of the case Another gentlemen (representing 
the Andhra Chamber of Commeice referred to this paiticular case and 1. 
Eimply want to submit it to you that it is hardly appiopnate for you to 
have referred to these as examples when you are not even m possession 
of actual facts? — I have put down m writing the facts which I have 
been able to gather 

5958 But unfortunately you are not quite sure of your facts Do you 
mean to imply that any prudent banker would be justified m advancing 
to such a concern which started with such a big capital as you sa\, and 
got an annual loan of Es 6^ lakhs from the Government and which was v 
also, over and above these, m possession of overdraft facilities from the 
Impenal Bank of India for a long time and which fell on evil days m. 
spite of all these? — No answer 

5959 Put yourself in the position of a banker Supposing your bank 
was not confined to doing agricultural business or rural credits, but you 
were free to do commercial banking as well, would you as a prudent banker 
advance any funds to a concern with the histoiy as now brought out? — 

If theie was a prospect of resuscitating the industry by careful nursing, 

I would not hesitate in (recommending to my duectors the feasibility of 
granting a loan 

5960 On wbat security would you do tbat? — If the Managing directors 
of that concern would be willing to give their personal security for that 
loan 

5961 If that is not forthcoming what will you do? — If no security is- 
forthcommg, I will not be justified m making an advance. 

5962 Do you know anything about the other two concerns to which 
you have referred to 1 ? — So fai as the Bezwada Spinning and Weaving 
Mills are concerned, my information is that d was lack of working capital 
that was responsible for the failure of the concern I have no facts and 
figures to support that statement 

5963 And what about the Sugar Factory at Masubpatam? — That is 
only a general statement which we have made on the basis of information 
supplied to us 

5964 So then it is not your own experience as you want to put it? — 
This statement is made on the basis of information supplied to us at 
the time of preparing this memorandum by a gentlemen who is a director 
of our Bank He belongs to Masubpatam and he has intimate knowledge 
with regard to the working of these concerns 

Mr Ramdas Pantulu I might submit for the information cf the 
Committee that Dr Pattabhi Seetliaramayva (who is now in jail) who is 
one of the directors of the Central Urban Bank, gave us that information 
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and as a matter of fact we wanted to put him m if he would agree as » 
witness on behalf of the Central Urban Bank, but unfortunately present 
circumstances have forced our hands m the matter 

5965 Chairman You favour the establishment of industrial banks m 
each province Would you kindly favour the Committee with your reasons 
foi lecommendmg provincial banks instead of an all-India bark with 
branches in. provinces? — My reason for advocating separate banks for each 1 
province is that the local knowledge available to the directors of the bank 
would be brought to bear in the matter of settlement of advances to likely 
industrial concerns which might apply for accommodation from such 
industrial banks That was one of the mam reasons that impelled us to 
recommend separate institutions for each province The question has 
also something to do with regard to the pace at which industrial develop- 
ment is going on m this country Bombay is very much adyanced in thiB 
direction and Madras is m the lowest, rung of the ladder Therefore con- 
ditions which are applicable and prevalent m one province may not be 
so m another and so the Industrial Bank, if there is only one central 
institution, will find itself unable to look at the proposition m regard to* 
individual cases at its proper prospective 

5966 Have you thought out the details of youi scheme for provincial 
mdustnal banks and would you give the Committee an idea of the capital 
required, whether the capital will be raised by shares or by debentures, 
whether any Government guarantee of mteiest is necessary, etc ? — 1 have 
thought about the scheme and I would suggest that these industrial banks 
may be started on the basis of a new institution which England has 
organised for agricultural credit There the capital of that institution is 
subsenbed to by the leading ]omt stock banks except one, even the Bank 
of England contributing to the capital of the concern I would also 
suggest that the new Industrial bank which may be started m each pro- 
vince may make up their capital by contributions from the existing joint 
stock banks m each province and they should, also be empowered to raise 
debentures, the interest being guaranteed by the Government of the 
province I would also suggest that for some time to come the adminis- 
trative changes of these banks would be borne by the Government as m 
the case of Agricultural Bank of England I would also like a restriction 
to be placed on the dividends pavable on share capital by these institutions 
If need be, Government may also be requested to under-wnte debentures 
for a certain period till those debentures catch the investing public in the 
market 

5967 Dr Hyder Do you mean the debentures of mdustnal banks or 
the debentures of the industrial concerns that these banks aie asked to 
finance? — To stait with the industrial banks should be armed' with powers 
to float their own debentures to enable them to advance monies to 
industrial concerns 

5968 Chairman Do you contemplate that the State will have a large 
shaie m the management of Buch an industrial bank as you contemplate? — 
The Government might depute one or two of its men t-Or act as directors 
of the industrial bank and they may also have a say in. the management 

5969. Supposing the industrial; bank wanted to advance some money 
to a particular industry and the Government acting on the advice of its 
industrial exneits and the directors that it has on the hoard of the indus- 
trial bank thought otherwise, would you give Government powers of 

2 n 2 
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veto m such cases? — I would not agree with that proposition The 
Government's point cl view as expressed through its directors on the 
board may be placed before the boaid of directors and I would leave 3 f to 
the sense, of the majority to deal with the question What I mean to 
convev is that the views of the Government m regard to this matter would 
be fu ll y discussed by the board and a hasty decision will not be arrived 
at After discussing the proa and cons of the whole subject I would 
suggest that the majority decision should be final m all matters rather 
than give the power of veto to Government 

5970 Mr Mnnu Subedar If we appoint a Government representative 
as a director, will he not have the same sense of responsibility? — I think it 
will not be in the pubhc interest to give the power of veto to the represen- 
tative of Government 

6971 Chairman But theie is this difference In the Co-operative 
Bank there is not much Government assistance But in the industrial 
bank which you contemplate you want that Government should provide 
a, large amount of capital? — Yes 

5972 That is pait of the scheme? — Yes. My suggestion is that the 
■dnectors m this bank should be hard-headed businessmen. 

5973 If you say that the directors appointed by Government should be 
inpropoition to the capital they invest I do not desire to pmsue the ques- 
tion? — I find that although Government have invested large sums of 
moneys m the Imperial Bank, the Bank has got only one Government 
director on their hoard 

5974 That may be, but he has no voting power? — My information is 
that there aie other persons on the board nominated by Government But 
I do not know whether they have got a power of voting or not. 

5975 As it is, Government have power to nominate three peisons on 
the board hut Government have no power to interfere with their action ? — 
But I think Governor-Geneial can interfere with their action 

5976 Whatever it is, if the Government will invest large sums of money 
m the industrial bank, they will not take the nsk of losing that money 
without sufficient safeguards? — They have got other means of remedying 
the wrongs Some sort of provision should be made to enable Government 
to withdraw then* capital 

5977 Mr Manu Subedar Though the Government may guarantee the 
interest on debonfuies, the capital is more or less the secunty for the 
assets Is it not? — Yes 

5978 Therefore Government share will not he much in proportion to 
that of the shareholder ? — No 

5979 Therefoie, vou sav the shareholders' representatives who should 
be hard-headed businessmen should have the power to decide to whom to 
lend money? — Yes 

5980 Chairman You said that apart from the guarantee on deben- 
tures, Government should actually invest a large sum of money in the 
Bank Is it not 1 ? — Yes. 

5981 I will now lead a provision in the Imperial Bank Act It says* 
“That the Governor General in Council shall have power to issue instruc- 
tions to the Bank in respect of any matter which, in his opinion, vitally 
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affects his financial policy or the Safety of Government balances and that, 
in the event of the Bank disregarding such instructions, the Governor- 
General in Council may declare such agreement to be terminated ” There 
is that provision m the Imperial Bank Act; therefore, would you provide a 
similar provision? — I have clearly stated that a provision may be made m 
the Articles of the Industrial bank to safeguard the funds of Government as 
far as possible But I am against giving the power of veto to the repre- 
sentatives of Government on the Board. 

5982 But is theie any difference between the two? Supposing the 
directors appointed by Government are in the minority and if they say that 
the money invested by Government is in dangei and if there is a provision 
m the constitution of that particular Dank foi powers corresponding to the 
provision under the Imperial Bank Act, would not the Government be 
justified m withdrawing their funds? If that is so, is there any difference 
between the powei of veto and this provision which I have just men- 
tioned? — If the power of veto is vested m the representatives of Govern- 
ment, at times it so happens that theie are men who do not use this power 
on proper basis There is very likelihood that the power of veto may be 
exercised to tbs detriment of the bank In may be exercised for want iof 
proper understanding of the propositions put forward by the bank But 
if there aie haid-ireaded businessmen who understand that a scheme put 
forward before them is a wild-cat scheme or not, there is no such danger. 

I do not see any purpose m vesting power of veto m the directors nomina- 
ted by Government 

5983 But as I have mentioned, the Government still have power under 
the provision of withdrawing their funds? — Yes, but m that case it will 
happen that if any of the directors nominated by Government says that a 
certain scheme is a wild-cat scheme and if a proper case is made out, then 
the Government may withdraw their funds 

5984 There is a power of veto on the one hand and on the other there 
is a provision for the Government to withdraw its funds , About the 
second, the Government may withdraw the funds at any time ? — But it is 
to be stated, in that case, that a particular scheme is a wild-cat scheme 
and therefore they withdraw the funds. 

5985 Government will invest moneys in a concern which they may 
considei to be a safe investment There is no question of a wild-cat scheme. 
But at a certain stage the bank invests in an industrial concern which iD 
the opinion of the directors is not a safe investment, the matter will go be- 
fore the Governor Geneial and Government, after making enquiries, will 
have to decide whether they should withiiaw then capital or not ? — If such 
a contmgency arises, the matter will go before the Legislative Assembly. 

5986 No, you are misunderstanding the existing constitution If there 
is any such question, the matter will go to the executive Whether it is e 
democratic constitution or not, the executive Government will have to 
decide the question oi withdrawal of Government funds However I do 
not puisue the matter any further When discussing the general indus- 
trial policy, you are speaking of the protective tariff Suppose it is not 
possible under the constitution* of Government to secure what m your opi- 
nion would be a desirable policy, would you still recommend that the in- 
dustrial bank should be started? — Yes 
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5987 Is that a. subsidiary consideration’ — I would not say 'subsidiary 
^consideration' But even in the absence of the protective tariff, I would 
advocate the establishment of the industrial bank m order to push forward 
our industries 

5988 Mr Ramdas Pantulu The Chairman put certain questions about 
the power of veto being vested in the 'Government representatives I now 
ask you whether \du would like to have an industrial bank or not, if the 
power of veto is tlieie? — I would rather not have such a bank with Gov- 
ernment aid I would rather go to the market and collect funds for such 
a bank 

5989 In atlswei to Mr Manu Subedar's question about the undesira- 
bility of vetoing powei, you said something to the effect that there is a sort 
! of suspicion in your mind that the representatives of Government under 
the present constitution may be unfriendly towards the development of the 
Indian industries Is there any such suspicion in your mind? — There is a 
lu rkin g suspicioh. m my mind 

5990 With legard to the land mortgage banks both m the Punjab and 
Bomba} , Government have guaranteed debentures They have guaranteed 
interest on them And you know that the representatives of Government 
there are not vested with a power of veto’ — Yes 

5991 Dr Hyder The case of the land mortgage bank is quite differ- 
ent fiom that of the industrial bank On the land you can grow a number 
of crops, whereas you can manufactuie anv number of commodities in a 
particular industrial concern, say, manufacture of shoes, or soap etc ? — 
About the land I may submit that if there is nut sufficient ram, no crops 
•can be grown 

5992 Heavens are not going to be against the world every time Will 
that happen every year 9 — I know m the Madras Presidency there was not 
a single drop of ram for seven years m a certain region. 

5993 So, you do not propose to draw any distinction between land and 
an industrial concern ? — No I only said m answei to the question of Mr 
Ramdas Pantulu that in the case of th9 land mortgage bank Government 
have not asked for any power of veto 

5994 Why not? — I do not know the ps} chological reason 

5995 But there may be some reason? — Probably there is 

5996 Mr Manu Subcdar Piom the point of view of a banker, so long 
as the security is woith so much in King’s cunency, whether it is soap, or 
tooth brush, or shoe, he will not mind? — No 

5997 So, you say that when the Government have not thought it neces- 
sary to ask for the power of veto m the case of land mortgage bank, there 
is no leason whatever why they should look upon the operations of the 
industrial bank with greater suspicion or ^hesitation? — No I see no 
reason 

5998 Chairman Do you not think there is a difference between the 
land mortgage bank and the industrial bank In the case of industrial 
bank, according to your own statement, ypu want the major portion of 
capital to he subscribed by Government), on the top of that you want Gov- 
-ernment to guarantee the interest on debentures 9 — I put it this way A 
national Government interested in the country’s industries will not mind 
these minor things 
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5999 You yourself said that there, are two or three directors in the Im- 
perial Bant appomied.by Government, There they are m the minority 
-and their decision will be overridden by the majority of hard-headed 
businessmen 

6000 Mr Jamal Mahomed Dr Hyder was ashing you about the dis- 
tinction between land and an industrial concern. Do you not think that 
in the case of the industrial bank, the factories will be as good securities as 
land? — Yes 

6001 Mr Khaitan Are you of opinion that the Government aie very 
Teluctant to encourage the development of industries and therefore you do 
not want to give this power? — Yes 

6002 Mr Dcvadhar You said in answei to the question of Mr Khaitan 
that you do not want to give this power because you fear that power will 
not be properly applied But supposing there is a national Government, 
would you be prepared to give this powei? — No. 

6003 Chairman You advocate the formation of pools for the maiket- 
ing of commercial crops on a co-operative basis What has prevented the 
formation of such pooh in the past? — The formation has to emanate from 
the growers of the produce and it can be supplemented by help from ex- 
traneous agencies. In the present state of education of the people it has 
not appealed to them that the formation of pools will help them m secur- 
ing better pnees for their produce It is due to want of education and 
also to want of appreciation of the fact that pools would confer greater bene- 
-fits on the producers 

6004 Therefore in your opinion until those defects are removed, there is 
not much practical chance of forming pools? — I do not mean to say that 
we should wait till every individual m the country has got the right kind 
of education 

6005 If m certain localities the people who are concerned m the pooling 
system are sufficiently educated, then obviously the co-operative movement 
should be in a position to start these pools? — We have to consider the fact 
that the producers of these crops are largely the cultivators of the soil who 
have not had sufficient education to realise the advantages of forming 
pools 

6006 If vou start a pool and they do not take advantage of it, how are 
you going to teach them? — It is difficult to answer which should precede, 
the pool or the demand for it. 

6007 Mr Manu Subedar If there is an initial loss? — There may be a 
loss , it has got to be shouldered 

6008 Chairman By starting a pool will it be possible to attiact these 
produceis, who are according to you m a poor state of education to take 
advantage of the pool? We have studied the reports of the various provin- 
cial Committees and we find that none of them has advocated the pooling 
system The Bombay Committee have specifically stated that pools do 
not appear to be practical The 3?un]ab Committee, on which one of our 
present colleagues was appointed, say that pools are at present impossible to 
work The Assam Committee recommend the establishment of pools for 
the jute crop on the same lines as have proved successful in Bengal, and 
there we have heard that it has not been satisfactory The Central Pro- 
vinces Committee think that’ the agriculturist will not gam anything by the 



648 


formation of pools These are the recommendat one before us Of course- 
the Madras Committee are silent on the point If m spite of all this evi-, 
denee, you still think that pools can be run successfully, why has not the 
co-operative movement m your Presidency staited so far a pool at least in 
one place? — Tlie absence of pools is due to the fact that the co-operative 
Movement is under the leading strings of an official hierarchy and possibly 
the idea has not appealed to them 

6009 You have aheady said that the Movement m Madias is not under 
the strings of an official hierarchy? — I said th^t there was no power of 
veto 

6010 Has any proposal made to the Co-operative Movement been turned 
down by the Registrar 1 — It has not proceeded to the extent of any definite 
pioposals going before the Registrar but an attempt is being made in the 
case of the ground-nut industry It is still in an embryonic stage and I 
cannot give any definite information regarding it 

6011 Mr Devadhai You know that some kind of pooling is attempted 
at Hubh m the Bombay Piesidency? — They have got a large number of 
loan and sale societies with legard to cotton 

6012 Di Hyder One cocoanut is like another and theie is no diffi- 
culty of giadmg m the case of the cocoanut mdustiy on the Malabar coast, 
would you not theiefore stait a system of pooling? — You cannot mix up 
cocoanuts of iiffei ent sizes, because they fetch different prices according to- 
theu size ( Laughter ) 

6013 Chairman Theiefoie, so fai as the co-opeiative Movement m your 
Presidency is concerned, they have not thought of starting pools 1 

I find there are 63 loan and sale societies m your province which are- 
described in paragraphs 346 to 349 of the Madras Committee’s leport The 
slow piogress of these societies is attributed by the Committee largely to the 
difficultv of making an expensive godown pay when it is used foi stoimg 
ciops only for a few months m the year. Could you tell the Committee 
whethei it is not a real difficulty and hov it can be got over? As regards 
the development of co-operative sale societies, I find this evidence recorded 
m the Madias Committee’s leport, — (Mr Krishna Menon “But the sell- 
ing tiade has developed to such an extent that it is more difficult now to 
sell than produce an aiticle The ordinary agriculturist has not got that 
experience, which the tiaders only have ”) Now if that statement of^ the 
position is conect, will not that also go against the development of pools 
under the present conditions ? — The oidmary agriculturist has not got that 
experience, the tiaders only have it Unless the agncultuiist has that -ex- 
perience, there is no possibility of even the sales societies thriving ' ' 

6014 Further on I find the following questions and answers m the 
Madias Report “I think you have stated m your memorandum that 
pools may be organised as m Canada ? Foi what commodities in your opi- 
nion could such pools be established in Madras? — (Mr Rangaswami) when 
I wrote that, I had m my mind pools for the maiketmg of groundnuts In 
South Aicot and Salem districts theie are large quantities of groundnuts' 
produced at each season If through the co-operative societies the produce 
of each taluk or two is gatheied and sold, then a better price can be got 
foi the producing ryes ” 

6015 Have you taken into account the fact that production is scatteied 
in this country? — But there are areas in South Aicot and Salem where 
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groundnut is concentrated an definite regoms You start small cn operative 
societies and gradullay it will grow big and be able to pool tbe produce of 
the whole area ” 

6016 So your idea is that a pool is a biggei oiganisation than a co-opera- 
tive sales society? — Yes 

6017 My idea of tbe pool being an upper organisation than a sales 
society was, as a mattei of fact, actually gatheied fiom reading youi own 
evidence before (be Madras Committee So you 8giee that until you can 
establish successfully jour co-opeiative sales societies oi m otbei woids you 
have made cbe foundation secure, theie is no use putting up tbe upper 
storey or tbe superstructure? — We accept that 

6018 Mr Ramrfas Pantuhi The idea of a pool is that you gather toge- 
ther tbe produce of a numbei of people m sufficient bulk to sell it at advan- 
tageous terms It presupposes that the produce is of such a character 
that it can be mixed up? — It has to be giaded 

6019 In ordei to encouiage a sytem of pooling have you not got to take 
steps to induce tbe cultivates to produce a standard quality of articles, 
such as thev do m the case of wheat in Canada, and so long as they raise 
tbe standaid crop, theie should be no difficulty Therefoie tbe co-opeiative 
movement ought to take steps to induce tbe agriculturist to raise standard 
crops which will peimit of pools being formed? — Yes, the ground nut 
trade has made such an attempt 

6020 Mr Dcvadhar I should like to know for whose benefit this pool- 
ing system is primarily intended? — It is intended for the pioducer of the 
crop 

6021 Does the consumer or the buyer come m there’ — Of course by 
grading the consumer is benefited because he knows what quality of goodg 
he is purchasing, he is gieatly helped in the puichase of his commodities. 

6022 Sir Purshotamdas Thalurdas Can you name any district or 
taluka or any area m which pooling has been tried m India? — In the Salem 
district things aie being woiked m the case of groundnuts 

6023 Is it on the lines of the co operative sales societies 9 — I am not m a 
position to say -whether it is on the basis of pooling or on the basis of sales 
societies , but efforts aie being made to see that the producers get a better 
price for their commodities 

6024 Can wm tell me anything about the cardamum industry round' 
about Madura wheie auctions are conducted? — Donnelly each producer was 
selling the stuff individually, but now I understand it is being done through' 
a co-opeiative sales society 

6025 Dor how many years has this society been m existence? — Dor 
about 5 or six years 

6026 Has this jomt sale system there worked smoothly? — At least I 
have heaid no complaints 

6027 The sales are satisfactory? — Yes, thev get better prices 

G028 Is that likelv to lead up to the formation of a pool ? — Pools come 
m only where the production is large Caidamum is confined to a small 4 
portion of the Madtua District and I have no idea of the quantity produced. 

6029 [Regarding the question of grading of nee etc , there the man who 
grows nee can know the grade or quality of what he has giown? — The 
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question of grading conies in only m commercial products and riot in the 
case of food piuducts 

6030 Chairman Have you anything to say legardrag the non-paying 
character of godown societies’ — I think all godowns are being built on 
rather an expensive style You can have godowns made cheaper also, 
taking pieeautions against file, etc It is not necessary that the godowns 
should satisfy the specifications of the P W D 

6031 You think that is the only difficulty? — One of the factors that 
contubute to the cost of these godowns is that they have to conform to 
the P W D specification, 

6032 The point here, as I undei stand it, is that the godowns are used 
for storing ciops only for a few months in the 3 ear Is it your expeiienee 
that these godowns m Madias me built on an expensive scale? — I do not 
believe individual sale societies need go in for expensive godowns The 
produce may be kept in the house of one of these people and a small rent 
paid 

6033 Tlieiefoie youi point is that these godowns need not have been 
there? — I do not say so, I say that it is not necessary to have a veiy 
costly godown such as is envisaged by the Madias Committee They are 
probably undei the impiession that the godowns should he of certain 
standaid matenals and of certain specifications 

6034 With a view to encouraging the use ol tiade bills, you suggest 
a reduction of tbe stamp duty on usance bills I would lefei you to para- 
graph 298 of the Madras Committee’s report m which the Committee re- 
cotnmend that the duty be 1 educed by halt and be made tbe same tor all 
usance bills Do yon agree with this lecommendntion? — I agree that, to 
start with, the stamp duty on usance bills should be reduced by 50 per 
-cent 

6035 Aie you aware that there has been a falling off m usance bills 
as people have learned to evade the duty by having recourse to devices, 
such as piomissory notes with a verbal understanding regarding period of 
payment and postdating demand bills’ E\en if the stamp duty weie 
reduced, would they not lesort to such device unless the amount of duty 
is reduced to that leviable m lespect of promissory notes’ — I do not 
beheve that if the stamp duty on usance bills is reduced, people will take 
recouise to such devices 

6036 l r ou also suggest that the negotiation of bills diawn m the verna- 
cular languages must be made far moie easy than at present Will >1011 
kindly tell us whethei difficulties aie now experienced m negotiating bills 
diawn m the vernaculars at all the banks’ What is the piactice generally 
followed in legard to such bills (1) bv tbe Imperial Bank, (2) by the Indian 
Joint Stock Banks and (3) by the Exchange banks? — Wherever cheques 
are signed 01 endorsed m the vernacular and that happens to be the signa- 
ture of an Indian lady, it is generally the practice of banks in Madias to 
ask the signatuie to be attested before a magistrate There is a ceitam 
amount of difficulty m the matter and some obstacles are thiown m the 
way of easy negotiation of cheques eithoi signed 01 endorsed m vernacular 
In the case of hundis diawn m vernacular, one is expected to sign before 
an officer of the bank These impediments have to be lemoved if bills 
are to become moie popular m the country 
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6037 Dr Hijder Must it be done in the presence of a magistrate or 
-any respectable person? — Endorsements must be attested before a magis- 
trate, that has been my experience 

6038 Chairman* If the lady behind the purdah signs her name m 
English, am I to understand that it would not be necessary to follow this 

-particular piocedure? — That is so 

6039 Mr 'Khaitan Would you kindly let me know whether there is 
any difference about this procedure between Madras and other provinces? 
In Calcutta it is the practice of some banks, wheie a cheque is drawn and 
signed m the vernaculai, that the person having the current account with 
the bank has got to sign the whole cheque book in the presence of the 
manager and keep the blank cheques safe m his chest? — That is the , 
practice m Madias also 

6040 Lola Harlashen Lai In the Punjab we do not feel such difficul- 
ties So long as the bank has the specimen signature of the drawer, the 
signatures m any vernacular are accepted 

Sir Purshotamdas Thakurdas Suiely you will find it difficult in the 
Punjab also if, foi example, a person signed a cheque m the Telugu 
language 

Lala Harlashen Lai We do not get any Telugu signatures 

Mr Manu Subedar How would it be about a hundi? — You will have 
no specimen signatuie m that case? — They get the advice 

Chairman The Punjab Provincial Banking Committee’s report says 
“that the Punjab National Bank lequnes from a client habitually signing 
in the vernacular a printed undertaking that he will not hold the bank 
responsible for any fraud that may occur 

Lala Haikishen Lai That makes no difference, they pay on the ^igna- 
"tuie Each time the document is produced, the man is not asked whether 
he sticks to the agreement It is taken only once when the account is 
opened I must say that m the Punjab English is not deep-rooted because 
we have been keeping our accounts in the court language, x e , "Urdu, for 
a very long time 

6041 Chairman You state that the fluctuations m the rates of interest 
charged m respect of bills of exchange aie rathei violent Can you give 
'us an idea of such fluctuations duung the last year or two? — I refer heie 
not to bills discounted by the Imperial Bank or the Exchange banks, the 
Imperial Bank charges a certain rate on an understanding with the ehent 
and the Exchange banks charge a minimum late or something over the 
bank late But m the maiket there are other bill-brokers who discount 
bills and the intei est charged by them fluctuates with the fluctuating lates 
nf the Imperial Bank The Imperial Bank rate fluctuates between 4 and 
5 per cent m the year and the fluctuation among the Indian hundi biokers 
depends largely upon the then prevailing rate of the Imperial Bank, so 
that the fluctuations aie rather violent 

6042 I thought you weie referring to bills of exchange? — I am lefemng 
to hundis 

6043 You say that the tiaditional privilege of the seller to fix the terms 
of (money m which he must receive his price are denied to Indians Am 
I right m assumirtg that you are referring to the fact that export bills 
are now drawn in steilmg and you desire that the exporter should be able 
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to draw in rupees? If so, is there any restriction at present on the- 
exporter drawing his bills in rupees? — Generally the transactions with 
regard to the export of produce depend upon the price quoted in sterling; 
by the purchaser in the overseas market 

6044 I am talking of the currency in which the bill is to be drawn* 
The price is bound to depend on the world’s market and will probably in 
any case" be fixed in sterling? — The pioducer of a commercial commodity 
is not m a position to decide whether he can sell his produce favourably to 
himself, because the quotation for the purchase of the commodity obtain 
able m the export market is m foreign currency and he is not in a position 
to know whethei he is getting a profit by the transaction or whether he is 
having a loss 

6045 This is really a maiket question and not a banking question I 
think that even the Agricultural Commission recommended that there 
should be markets and m those markets arrangements should be made 
for publishing the price of particular articles Aie you refernng to that 
aspect of the case*? — (Mr Menon) We send our goods to a country where 
there is a gold currency, but we only get silvei at the rate of 10 annas 
for 16 annas Our point is that if we sell m a country which has gold 
emrency we expect to be paid in gold m India 

6046 Are you complaining of the fact that you will get payment in. 
rupees? — If the goods are sold in the country which has a gold currency 
we want to be paid in gold 

6047 What do you mean by referring to the tiaditional privilege of 
the seller being denied to the Indian? — If we sell copra to Marseilles and 
if that country has its currency m gold, we wish to be paid m gold If 
we sell to Arab merchants they must give us gold The Arabs used to 
bring gold com to pay for our products. 

6048 Sir Pui shotamdas Thahurdas You will have to wait foi it*? — I 
am not complaining about the time of payment. 

6049 Chairman You are lefeirmg to the formei times Suppose you 
sold 100 bags of a ceitam commodity, you have first to send the goods to, 
say, Marseilles, the buyer theie pays you m gold coins and then you bring 
the gold coins to India? — Whenever they come here, they bung gold m 
their sailing vessels 

6050 Mr Maim Svbcdai Do I undeistand that it is a matter of sur- 
prise to you that m India both the import bills and export bills are in 
steilmg, and accoiding to you the bills ought to be m rupees also? — That 
is a subsidiary question 

6051 Chairman You state that the audit and examination of bank 
accounts should be done by examiners appointed by an Association of 
Bankers m the country Is it your suggestion that there should be such 
exammeis m addition to the auditois appointed by the shareholders? — • 
That is so 

6052 Considering the co'mposition of such an Association, would not 
your proposal place the examiners under the influence of persons respon- 
sible foi the management of banks whose accounts they would be appointed 
to audit*? — That may be an objection which can be laised against any 
system of exammeis because they have to be under the control of some- 
body or other. 
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tx)53 Supposing they are placed under the control of the Reserve Bank 
-when this Institute is established, would not that be a better anange- 
ment? — Probably that -may be 

6054 You are of opinion that private firms oi individuals doing banking 
, -busmess and money-lenders should be licensed and that a disciplinary 
control should be maintained over then opeiations Have you consrleied 
whether such a measure would lead to a shrinkage in the loanable capital 
if a laige number of moneylenders are averse to doing business under such 
restrictions ? — There is at piesent no soit of control with regaid to private 
bankers and moneylenders My idea m bunging them under disciplinary 
control by the giant of a license is that theie may be some co ordination ufib 
regard to the lendmg rate of loans to persons Now there is so much 
divergence that the bank rate does not control the lending rate m the 
•market at all When the bank late is 7 per cent , the market late is some- 
where between 12 to 24 pei cent Under a bcensing system it miy be 
possible to lmk up all private bankers to a Central Reserve institution 
whereby such divergence can be controlled and the Reserve or Cential Bank 
may have sufficient control on the lates prevailing m the market 

- 6055 You have not lull} answeied the question Supposing we accept 

youi suggestion, and then the moneylenders refuse to lend money under, 
those conditions, would not that lead to a shrinkage m the loanable 
capital? — I do not believe it will contribute to any such calamity, because 
"there are persons whose mam avocation m life is moneylending and thev 
would be prepared to carry it on under any restrictions you tmay seek to 
impose upon them 

6056 The Madras Committee have recommended m paragraph u03 of 
"their report a system of optional registration of indigenous bankers Have 
you considered that recommendation and have you any observations to 
make on that recommendation? Fiom what you have told us, you are in 
favoui of compulsory registration and you do not believe that it would 
result m some of the money-lendeis dropping their busmess with the 
result that there would be a shrinkage m the loanable capital? — On the 
other hand, it would contribute towards reducing the lates charged on loans 
when the (moneylenders get out of the market 

6057 You do not believe it will have that adveise effect to which I 
have leferred? — I do not think so 

6058 Mr Devadhar You know that co-operative institutions has 
compelled moneylenders to reduce their rates of mteiest? — In certain aieas 
they have I know foi a fact that m the Anantapui district before the 
advent of co-operation the ordinary rate of interest ruling on small loans 
was 36 to 48 per cent , but after the advent of the co-operative Movement, 
•the late of interest charged on small loans has been reduced to 15 per cent 
and m some cases to 12 

6059 It is much less than 50 per cent — Yes 

6060 Mr Jadu Nath Roy If compulsory registration were resorted to, 
'do you not think that the indigenous bankers would divert the money into 
other channels? — It would be in the interests of the country if cheaper 
capital were available for mdustnal concerns which are now starved for 
want of capital 

6061 Do not the moneylenders now lend on insufficient security? — -We 
-shall put a stop to all sorts of speculative bargaining 
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6062 Mr Devadhar, Instead of proposing to restrict the liberty of- 
banks dealing m this business or of individuals, would it not be 1 ally- 
advantageous to start co-operative institutions in order to enable people- 
to get money at cheaper rates of interest? — In spite of the existence of eo- 
opeiative institutions, private moneylendmg is going on and private- 
bankers are flourishing 

6063 Theie may be difficulties in the way of people who want loans 
If you remove these difficulties by a systematic, clever organisation, will 
not self-interest guide people to go to these co-opeiative institutions wh eh 
lend at a much less rate of interest than 50 per cent ? — Theie will still be 
people going to private moneylenders 

6064 Can you not pievent that? — I have made my proposal m the 
interests of bonoweis and my point is that there must be some control and 
some co-ordination betn een the prevailing money rate and the market rate 

6065 Mr Devadhar Youi idea is that the operations of these money- 
lendeis should be restricted to some extent by legislation in return for cer- 
tain facilities? — Yes 

6066 Would you do that for the benefit of the pool borrower who goes 
to him for lus finances? — Both m the mteiests of the borrower and n the 
interests of the private depositor who deposits Ins money with the indigen- 
ous moneylender, it should be done 

6067 Chairman You fully admit the advantages of the fuller develop- 
ment of the co-operative Movement, but as things are at present, that 
stage of finality will not be reached ere long when the agriculturists need 
not go to moneylenders for their requirements Until that stage is reached 
the agneultunsts will have to go to the moneylenders and therefore m the 
interests of the agriculturists also you will impose certain restriction* on 
these moneylenders m return for certain privileges that you might be 
Milling to offer him Is (hat not your view? — That is so, w.th a view to 
enable the boiroweis to have the benefit of a loner late of interest it the 
hands of these moneydendeis 

6068 Mr Devadhar Supposing the eo operative Movement calmo to a 
stand-still, do you anticipate that the lates of mteiest of these money 
lenders Mould go up again? — I do not envisage such a situation 

6069 Mr Manu Subcdar You said that, it Mould he some time before 
the net-work of co-operative Movement would spread all over the country 
i put it to you, as education gron r s, the ordinary cultivator u T ho does not 
at present realise that he subscribed to the pimciple of unlimited liability, 
may at a later stage realising the actual position, not prefei to have the 
benefit of the co-opeiative system and (may require some other machinery 
for the purpose of securing loans Tor that purpose also the class ft 
moneylenders who are meeting their needs would continue to exist and 
therefore it would be all the better if they were licensed Is that 
not your view? — Yes 

6070 Chairman You state that '‘the Joint Stock Compames Act is 
inadequate to control the operations of banking oigamsat on” Yon have 
indicated what provisions should be made for the regulation of capital and 
reserves Is that all that you would like to be regulated 0 If not, will' 
you kindly tell ns m what respects its provisions are found wanting? 
Have you in contemplation anv further restriction? — At present we have- 
none. 
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6071 You state that there must , be an emergency machinery the verdict" 
of which should enable the Central Reserve Bank to come to the rescue - 
of a bank when theie is a run Will you kindly indicate the nature of the 
machinery you have m view and its modus operand i ? — My idea in suggest- 
ing this emeigency machinery is with a view to enable the Reserve Bank 
which I envisage would be woikmg m full swing m the near future, to 
come to the help of banks m distress and help them by the provision of 
funds to help them out of distress m case of need 

6072 You reco!mmend that the financial facilities that are at piesent 
allowed to the co-operative banks by the Impel lal Bank and the additional 
facilities that should be given might be placed on a footing of statutory 
or contractual guarantee Prom the point of view of piactical banking 
do you think it is feasible to give a contractual guarantee regarding mabteis, 
such as limits of cash credit and concessional rates of mteiest oh advances, 
legardless of the changes that may take place in the position of the money 
market iro'm time to time and legardless also of the changes that may take 
place m the financial position of the institutions concerned’ — My idea m 
putting this recommendation befoie you is this Following the Australian 
Bank Act if there is sufficient pioviuon m the Reseive Bank Bill or m the 
absence of a Reserve Bank, sufficient facilities aie created m the Imperial 
Bank for a certain definite advance of capital to the co-opeiative Movement 
I will be satisfied In legaid to the other point whether the rate charged 
on accommodation given to the co-operative banks should fluctuate with 
the changing conditions of the money maiket and the bank late that undei- 
goes fluctuations during vanons penods, I would prefer to have a definite 
flat rate given to the co-operative Movement The flat rate was given to 
the Movement until now but that avenue has been cut off The Provincial 
Co-operative Bank m Madias was permitted to have two accounts with 
the Imperial Bank, No 1 being operated upon on the strength of the co- 
operative pro-notes where a flat rate of 6| per cent was charged on the 
debit balances, and No 2 account being operated upon on the advances - 
made on the Government securities at the fluctuating rate of the Imperial 
Bank Very recently the Imperial Bank communicated to us that the 
Provincial Bank should choose to operate either on one oi the other of the 
two accounts, and when it found that the bank had been opeiatmg on the 
No 2 account, it declined to peimit the Piovmcial Bank to operate on 
No 1 account, when the bank rate stood at 7 per cent What I suggest 
to the Committee is that a certain definite amount of money must be 
advanced on the strength of co-operative paper so that the Provincial Bank 
may not suffer loss in the work of the co-operative Movement 

6073 Mr Devadhar Are you in favour of having this cash credit 
system to all Central Banks oi would you restrict it to the Piovmcial Banks 
onlv’ — My personal opinion m regard to this matter is that the cash credit 
facility should be concentiated m the Provincial Banks alone 

6074 Mr Manu Subrdar In regard to the facilities which you want 
the Government or the Reseive Bank to provide for vou on the security 
of your co-operative paper, the position very larsrelv depends on how the - 
Movement is considered and regarded bv the outside pubbc, bv the Gov- 
ernment and by tlie Cenhal institutions fiom whom you ask for such 
facilities Is that not so ? — Yes 

607'i I will read to you an extract from the “Indian Finance” Banking - 
supplement relating to the co-operative movement and I would reguest 
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you to tell me what you consider about tlie remarks offeied tkeiem and 
whether jou agieo uith the same Dealing with the question of personnel, 
it says — “Though they have moved away k fiom the helpless position of 
olden days, we can haidly claim that, the Movement is in the hands of 
cxpei ts who can go about the task with these qualities of judgment, dash 
and during which are indispensable m any business venture The result 
is that the co-opeiative credit institutions aie supposed to be incapable 
of bearing the stiam of the more exacting tests of soundness apphcable to 
ordinary business concerns” If they cannot bear the same test which 
is applied to oidmaiy business concerns, natuially the paper emanating 

from them would be liable to a certain amount of doubt Is that not so’ 

I should think it is rathe* an exaggerated pictuie of the existing state of 
affans 

6076 Would you say that there is little justification for making such 
a remark’ — I uould not say that there is absolutely no justification, but I 
might say that the position has been a little overdrawn 

6077 You think that it is possible that some poition of the co-opeiatave 
paper may be looked upon as dud security but tbeie will be still a substan- 
tial portion of it which will be quite sound Ts that your contention’ — 
That is so 

6078 Chav m on How is the Imperial Bank to decide what poition of 
the paper is dud security and vhat poition is effective secunty’ Will not 
that position operate as an impediment on the Impenal Bank against 
providing ciedit against that paper? — My answer to it is that these Co- 
operative securities are collected fiom over a nido aiea of the piovmce fiom 
among 12,000 Societies It is possible that there may be a very small per- 
centage of dud securities but it must be lemembered that the Imperial 
Bank advances money on the secunty of the assets of the Provincial Bank 
supported by those of cential banks And it ib only as a last line of 
defence that the co-operative paper is also given 

6079 I thought you were lefemng to the pro-notes of the central and 
Piovmcial banks? — No, I lefer only to the pro-notes of pnmary societies 

6080 Mi Manu Subedar Take the case of jour own province. 
“Supposing you want cash credit facilities up to Bs 20 or Ps 30 lakhs 
Do you consider that the assets behind the Movement are certainly quite 
safe except for a veiy small peicentage of the pio-notes of primaiy societies 
and that with the fuitliei development of the Movement m the piovmce 
you do not envisage any such possibilities Is that so? — Yes 

6081 Supposing youi Provincial bank nas lelieved of its obligation to 
lock up its money in securities and they wanted to have re-discountmg 
facilities on its co-opeiative papei foi half its total value, say to the extent 
of Es 70 oi 80 lakhs, then I put it to you that the whole of such paper 
would not be fiee fiom any doubt? — We will take caie to see that we give 
only first class papei as secunty 

6082 How can you make that choice’ — We will give only such paper 
which have been duly certified by the Eegistrai as pioper 

6083 I find fiom your Eeport for 1928 that m legard to your capital 
repayments, 42 per cent is m arrears and m regard to interest repayments 
57 per cent is m arrears Where the arrears arc so heavy, which is un 
known to commercial banking, would you accept it to be sound from the 
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point of view of the party who gives you heavy le-chscounting facilities''’ — 
There is no doubt a sufficient amount of force and meaning in that 
statement In due course, we expect to have really first class paper 

0084 Mr Ramdas Pantulu You are told that a certain amount of 
co-operative paper of the village primary societies is not sound and a 
bank would not be quite safe m advancing money on that secunty 
Will you draw Mi Subedai’s attention to the statement you have made 
m voui memoiandum with regard to the precautions taken m regard to 
your co-opeiative papei, wherein you say — “The Central Bank concerned 
should, m addition to the piomissorv note executed by it furnish collateral 
secunties m the shape of piomissoiy notes of unlimited liability credit 
societies m the case of district cential banks, and promissory notes of district 
cential banks m the case of the Provincial Co-operative bank’’ With 
regard to the cash credit, I suppose you are not allowed to exceed the 
owned capital of the cential bank concerned? — That is so 

6GS5 And central banks have created nearly a leserve fund of nearly 
Bs 22 lakhs ?• — Yes 

6086 And you have your own shaie capital of Es 7 lakhs and the 
Eeserve fund of the Provincial Bank is Es 10 lakhs? — Yes 

6087 Therefore you have a sufficiently large amount of assets for the 
present cover and if you envisage a large expansion of the Movement, you 
expect your Eeseive Bund will go up and your share capital will also be 
mcieased and these in themselves will certainly go a long way to cover 
these advances? — That is so 

6088 And it is m addition to all these, as a thud line of defence you 
give the pio-notes as collateral security? — Yes 

6089 With regard to overdues, do you not think that most of the over- 
dues m the movement lelate to long term advances? — It is so 

6090 I shall now read to you what the Madras Committee have said 
in paiagraph 355 of then Eepoit They say that the losses made by 
central banks from the rural credit societies whose pro-notes were thus 
pledged have been entirely negligible , with one oi two raie exceptions of 
tuvial sums no dues from unlimited liability credit societies have been 

•written off It must therefoie be taken that these pro-notes are good 
secunty That they are less readily’- realised m a crisis than tiade bills or 
Government papei has not been disputed but they aie probably more 
readily realisable now than the\ weie a few years ago, for the proportion 
of short tenn loans is steadily increasing Therefore the position is not 
that you have not got any tangible security or that youi collateral is so bad 
as it is assumed to be? — You have correctly summed up the position 

6091 Would you agree with the statement that the assets of the central 
and Provincial Co-operative banks backed up with the pro-notes as collate- 
rals, are so worthless as not to make it a business proposition? — I would 
not admit that statement 

6092 Chairman Mi Menon, you are a director of the Cential Bank. 
Bo you agree with the views expressed by vour Secretary m legaid to thi° 
matter? — -I agiee with the views expressed bv the Secretary 

6093 Mi Srinivasa Eao, you are a Vice-President of the Bank Have 
vou anything to say m legaid to the statement made by youi Secietary? — 

I support the statements made by the Secretary but I would like to make 
a few observations m this connection I submit that one of the items m 

Voii III 2 s 



658 


the scope of this banking enquny is stated to be the regulation of b ankin g 
with the object of protecting depositors and thereby increasing the confi- 
dence m the banking system X submit that proper audit arrangements 
are called for There is a glowing complaint oil over the Madras Presi- 
dency, to which Mi Bamdas Pantulu referred m his presidential address 
at the Co-operatois’ Conference held recently at Madura, that the audit 
lepoits do not furnish sufficient information m regard to the conditions of 
the societies Under a propel system of audit, any reference to the state- 
ment that some portions of the co-operative paper may be valueless wll 
entucly be lemoved I would further submit that the present audit 
arrangements in vogue m Madias are not entirely satisfactory and the 
depositors aie found wanting in confidence The public are therefore 
entitled to get that confidence fiom Government on whom the statutory 
obhgation of audit is thrown In this connection I would draw the atten- 
tion of this Committee to what the Maclagan Committee have said in para- 
graph 90 of their leport with regard to proper auditmg They have dealt 
exhaustively on this subject, what audit means what it should comprise 
of etc It is the neglect of these provisions that, I submit, is responsible 
for the piesent state of affans and this fact has been endorsed by the Calverr 
Committee of Burma who state that the present deplorable condition of 
the co-opeiative Movement m that province was due to lack of proper 
audit If this Committee would therefore be pleased to go into this ques- 
tion and recommend propet safeguards with regard to the Co-opciative 
Movement m the matter of audit, the confidence of the public m Co-opeio- 
tive banking will be better ensured All my remarks pertain mainly with 
regard to the Co-opeiative Movement 

6094 Chairman You said in answer to the question of Mr Bamdas 
Pantulu that unless the svstem of audit is changed, it is not possible to 
auive at a true appreciation of the position? — I should think so At the 
same time I flunk that the assets of the Piovmcial Bank and the central 
banks put together would be on the whole sound enough to support the 
application of cash credits The risk is very negligible as is observed by 
the Banking Enqu ry Committee 

6095 But may I tell you that it is not possible to investigate the 
question of audit I lead* out certain references fiom the report of the, 
Madras Provincial Banlong Enqunv Committee and when they do not 
suggest anything on this question, it is impossible for this Committee to 
go round and take over the work which that committee has already done 
You said that this Committee should devise means and improve the audit 
I would say that it was the viork of the Provincial Banking Enquiry Com- 
mittee? — May I respectfully draw your attention to the statement made 
m the report of the Provincial Banking Enquiry Committee which says at 
page 2 as follows “Items (i), (n), (m) (a) and (b) were excluded fiom 
the purview of tihe Provincial Committees” There you will find that item 
(l) has been excluded from that Committee’s purview 

6096 When you refei to the later portion of the paragraph, it will make 
the position somewhat doubtful, because the depositors of the co-opeiative 
banks are all agriculturists? — They are not Only a small portion of the 
depositors ate agriculturists 

6097 What about primary societies? — No, there is a small .proportion 
of agriculturist depositors 
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6098 Mr Manu Subedar I may point out to you that it is mention* 
ed that most < f the depositors are professors, pensioneis, etc 

6099 I am trying to find out whether this question of audit was under- 
taken by the Madras Banking Enquiry Committee, because some Pro- 
vincial Co mmi ttees have dealt with the subject 9 — In Madras there was no 
necessity for them to make any observations 

6100 That makes me feel that they were satisfied with the present 
system of audit 

6101 Mr Ramdas Pantulu As a result of the recommendations of 
the Townsend Committee the Government of Madias have adopted ceitam 
forms and made some changes and the Madias Banking Enquiry Com- 
mittee thought that the piesent arrangements of audit weie good (To 
the witness) Will you be satisfied if the audit is done on the present 
arrangements 9 — Yes 

6102 Chairman You also recommend exemption to co-operativo 
societies from payment of income-tax on earnings from investment in 
public secunties oi land moitgage debentures What would be your 
answer to the cntieism that it is no part of the business of co-operative 
societies to invest a great deal of then capital m interest bearing secuntes 
and that if they do so, they should like other investors be subjected to the 
deduction of income-tax from the return on such investments 9 — We take 
this stand with regard to the exemption of income-tax on the earnings of 
secunties held bv banks It is based on a certain order issued by the 
Governor General m Council exempting the profits of the co-operative 
societies from taxation m their business of banking Whether it be co- 
operative or joint stock banking it has to keerp a certain portion of the 
working capital nr the shape of Government securities It has now been 
stated that for creating additional capital the co-operative banks hiave to 
offei Government secunties The income on the secunties is a portion of 
the business profits of the co-opeiative bank Therefore we want t his 
exemption 

6103 If the case is covered under the notification you lefer to, there is 
no point at all But from the legal point of view it is not covered 9 — We 
have made a reference to the High Court and asked for a ruling 

6104 But you take your footmg on the Government Order Is it not? 
— Yes 

6105 As regards recruits for co-operative banks, you state that the 
necessary facilities for training m methods of banking and co-operation are 
still lacking Will you kindly state what facilities are required? — The kind 
of training that is available for young men who want service in co-operative 
banks is not sufficient The kind of tiaimng to the young men should be 
on lines that they would be able to take the control of the tyne of the 
bank like the central bank What we want is that theie should be a 
higher co-operative training college where instructions to students are 
given for attaammg to higher positions 

6106 I think you are referring to your own province? — Yes 

6107 You state that if co-operative banks are permitted to discount 
bills and advance moneys on documentary bills the facilities for maiketmg 

2 s 2 
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would undoubted!* be improved Does this imply that at piesent co- 
operative banlm aie precluded from discounting bills 01 advancing money 
on documentan bills? — The secunties that me accepted at present are 
undei the b) e-laws of the Co-op«ati\e Act So to enable them to ad- 
vance moneys on documentary bills, a bye-law shall have to be made 

6108 I will diaw -sour attention to the answer you gave to the question 
put by the Madras Piovmcial Committee The question was “I take 
it that the business m discounting bills in provincial banks is somewhat 
easiei business than lending money for cult nation expenses’* And your 
ansvei was “The moment the society does that, all the attention of 
the members will be dnerted to tlie dividend that thev will get ’’ If this 
nnswei is coneer, would not the nigument about allowing the provincial 
banks and central banks to do work outside the legitimate work of the 
co-opeiative movement fail? — What we propose is to advance monevs on 
documentary bills 

6109 But your answ'ei is quite plain thei'c m the report’ — There is 
some confusion in the answci 

6110 You, theiefore, say that there is a mistake? — 3 T es 

6111 Mr Eamclas PanUilu Ale not the shareholders of the Piovra- 
cial Bank mainly the Central Banks? — Yes, out of seven lakhs of shares 
only Its 18,000 aie held by the individuals 

6112 Mr Dcvadhar When you talk about the exemption from income- 
tax, do you mean to say that the co-opernti\e bank is not a profit making 
business’ — T never said so But the stand I have taken is on the notifi- 
cation of Government 

6113 Chairman You slate that you aie m favour of a poition of the 
lcceipts from cash certificates and savings bank deposits being diverted to 
give facilities to commerce, mdusliv and agriculture m this country So 
fai as ioui co-ipcintive hank is concerned, do you think it would be able, 
with such additional funds, to finance agriculture to a larger extent than 
it has hitherto done’ — Yes, Su it will enable the Provincial bank to put 
in moie funds foi the financing of nguculture m the province It will 
eeitainh facilitate agricultural development 

6114 Immediately? — -It mn\ not be so sudden but it is sure to 
develop agriculture 

6115 Have the co-opeiative banks so far fully utilised the funds at 
then disposal? — There may be seasonal sui pluses and seasonal deficits 

6116 I find fiom the answers given bv the repiescnlatives of your 
Bank befoie the Piovmcial Banking Committee that it is becoming more 
and moie appaient that during certain seasons of the \eai laige sums of 
capital get concentrated in. the hands of the Piovmcial Bank and it is 
found that there is no profitable method of investment foi this large 
capital, and the only souice that is available is either to deposit it with 
the commercial banks oi to purchase Government of India securities I 
find anothei statement m xoui evidence theio that it is not so much money 
t lat is requned but a ipioper system of finance I take it therefore that 
co-opeiative banks m vour province aie not immediately m need of more 
finance - We ask foi the investment of a portion of the funds m cash certi- 

cates and in the savings banks being diverted to finance agriculture on« 
e parallel that is being observed in Germany at the present moment 
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6117 I am not concerned with parallels elsewhere Look at your 
iJalance Sheet (At this stage the latest balance sheet of the Bank was 
handed to the Chairman) This shows that you have taken deposits to 
ike extent of 153 lakhs and you have issued loans something like 116 lakhs.: 
therefore you aio left with a maigm of 37 lakhs and that position was 
leached even after you had to pay back something to the Imperial Bank? — 
We did pay back 

6118 Thev leduced vour cash credits Eurtlier, am I to understand 
that vour overdraft from the Imipenal Bank is the same as it was 12 years 
ago 9 — The actual overdraft vanes from day to day 

6118 What was it on the 30th June 1930? — I have given the figure in. 
the Balance Sheet 

6120 How does it compaie with the figuie as it stood on the same date 
m the previous vear ? — On the 30th June 1930 the amount of the overdraft 
was Bs 7,30,400 

6121 What was it on the corresponding day a yeai ago? — Evidently 
in 1929 theie was no oveidiaft on the 30th June 

6122 I put this question to you for the leason that a few r days ago 
a gentleman who was representing an all-India Co-opeiative institution 
told us that bv some action of the Imperial Bank the actual cash ciedits 
available to the Madras Piovmcial Bank had been leduced m the course 
of 12 months by about 45 lakhs? — That is not a collect statement of facts 

6123 If it is not, then I shall not puisue that aspect of the question 
It has also been stated that owing to that action of the Imperial Bank, the 
profits of the Central Co-operative Bank of Madras have been leduced? — 
I do not think that statement is correct either As a mattei of fabt 
there is no reduction I may add that there is a misapprehension with 
regard to the overdraft We are given a limit of ciedit noth the Impenai 
Bank upto winch we can diaw r Eor instance on Government paper we 
are allowed 30 lakhs By a single cheque on any day we can draw 
30 lakhs On the 30th June 1929 theie was no amount owing to the Im- 
perial Bank by ns on our overdraft account, while on the 30th June 1930 
the amount due to the Imperial Bank v 7 as Bs 7,30,400 

6124 Chairman Will you kindly give us some information regarding 
the rates of dividend declared during the last few years by your bank and 
some of the central co-operative banks? — Could vou send us the figures? 
— The Piovmc'.il Bank has been declaring 9 per cent for 15 years and the 
Central Co-operative bank has been able to declare a dividend of 9 per cent 
But I wall furnish to the Committee the figures as desired 

6125 I find nom the latest available balance sheet, namely that for 

30th June, 1930, ci your Bank that 55£ lakhs of vour capital has been 
invested m Government securities I gather that there aie certain stand- 
ard rules prescribed by the Begistiar for the fluid resources of co-operative 
banks Would vou kindly tell me with reference to those rules, how much 
fluid resources your Bank would be lequued to keep and whether the whole 
•of the investment m Government securities is for that purpose? — Our 
holding in Government paper constitutes our own reseive fund which under 
the orders of the Begistiai we have to maintain We can fix it either as 
deposits with the Imperial Bank or in gilt-edged securities ~ 



062 


6126 What is the amount of the fluid lesourees that were available on 
the 30th June 1930 ^ Have you got any calculations, I mean, under the 
rules of the Begistiai ? — (The witness undertook to supply figures later) 

6127 I have seen it stated somewhere perhaps it was m the pamphlet 
given to me bv my Colleague Mr Bamdas Pantulu — that the position m 
Madras at the piesent day is that the Bank is refusing deposits because 
it cannot use those deposits within the Movement Is that a correct 
statement of fact 9 — At ceitam periods we do refuse when we do not want 
money 

6128 Is it the geneial practice in most parts of the year? — Not in the 
lecent past, we do not drive away people who come to deposit money with 
us 

6129 Aie j ou taking all the deposits that aie offered to you? — Yes; 
only when we do not need funds, we quote veiy low rates and the depo- 
sitors go away 

6130 So in effect you are lefusmg deposits If you offer people lower 
rates which are not acceptable to the depositors, it amounts to refusing 
deposits? — That is in cases when we find we have more money than we 
can invest It is not a eontmgenev that happens very frequently, it 
occms very seldom 

6131 Now you aie a piactical banker I put it to you, you cannot 
possibly live m that way, from hand to mouth and from day to day You 
must picpaie the estimate of the sum of monev which vou are likely to 
be called upon to pioduee, say, -within the next 3 or 6 months? — We pre- 
pale the estimate but the actual needs sometimes exceed the budget 

6132 Have you been lefusmg deposits, sav, in the last 6 months — 
No 

6133 In the six months befoie then 0 — No We have not been refus- 

ing since July 1929 

6134 Could you supply us with a statement showing the deposits from 
July 1929 and how much you have lefused on the ground that you had 
no lequiiement for moie funds? — I can send you a statement with regard 
to the money deposited month bv month, as legaids the other point I can 
tell you now that since July 1929 we have not been refusing any deposits 

6135 Mr Manu Subcdar Are you able to attract more deposits during 
the season? — Yes, we have been getting moie money during the busy 
season 

6136 So voui point is that you regulate the intake of deposits with 
refeience to the demands on you fiom the central banks Have you ever 
found it necessary to get monev m other w r ays, because you could not get 
the lequu-ed money fiom deposits? — Yes 

6137 From what other souiees? — From othei piovmcial banks m other 
provinces, such as Bombay, Punjab and Bikai and Orissa We also get 
money on call deposits fiom the joint stock banks in the city 

6138 In this statement before us you do not show that you have taken 
any deposits fiom any piovmcial banks 9 — The total figuie includes the 
money we take from the provincial bank, we do not analyse it We have 
4 lakhs from Bombay, another one lakh from the Central Provinces At 
present w r e have 5 lakhs from other piovmces 
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6139 Now, 3 ou liave made seveial statements m your memorandum 
You say “in the case of commeieial crops, m many mstanees, they are 
sold through forward contracts to foreign houses who\ advance capital even 
befoie the crop is up ” Further on, you say, “The facilities existing m 
the case of foreign trade are those created by the Exchange Banks dis- 
counting bills drawn agamst goods that are shipped to foieign countiies 
The facilities foi internal tiade are very few” Now, I put it to you. 
Have you any idea where these Exchange banks get their deposits from ? — 
Largely from the Indian public 

6140 And the facilities for internal trade are extremely meagre 9 — That 
is my opinion 

6141 The facilities for expoit tiade, that is to say, for foreign bills? — 
They are consideiable 

6142 The facilities go to laige European meicantile houses? — Yes 

6143 Therefore the Indian internal trade is starved? — Yes 

6144 Dr Hyder You are a timber merchant and I beheve you hold 
a license foi exti acting timber? — I hold no such license 

6145 Have \ou any idea of the amount of licensing fees other people 
have to pay? — Tims depends on the number of trees m each forest 

6146 How many months does it take you to cut down trees when you 
are woikmg under a license ? — More than 12 months 

6147 Dr Hyder How much more than twelve months? — Duiing the 
dry season when the ram stops, the operations m the forest commence and 
the blocks aie then kept ready foi the next rainy season 12 months must 
elapse before the cutting of the tree and rafting is done 

6148 Have you evei appioaehed the Imperial Bank? — So far as I am 
concerned, the Imperial Bank has been very helpful I am speaking about 
the other timber merchants 

6149 Youi point comes to this, that Indian timber meichants do not 
get advance against timber until it is cut, rolled down, floated and 
rafted? — At present there is a cusis m the timber market m Malabar 
Half a dozen timber meichants have failed, because ciedit has been 
suddenly stopped 

6150 We are heie on the general question Aie Indians who are 
engaged in the timber trade handicapped m any way as regards finance ? — 
If one timber meichant fails, the whole credit stops, that is the present 
state of the market The nature of the business is very nsky and they 
are very shy about lending 

6151 Mr Jadu Nath Boy You referred to co-operative societies en- 
joying certain facilities fiom Government, but said that indigenous bankers 
should be restncted by some sort of licensing? — I said that licensing may 
effect some leduction m the late of interest and lead to co-ordination with 
the prevailing bank rate 

6152 Are not indigenous bankers entitled to facilities similai to those 
given to co-opeiative societies ?— The principle of co-opeiation is that co- 
operative societies do not make any piofit and so the concessions as 
regards fieedom from stamp duty and registration charges are given to 
such institutions 
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6153 Mr Devadhar To whom do the profits made by primary so- 
fties go?— They belong to the society as a whole 

6154 Mr Jadu Nath Roy You do not think that indigenous bankers 
aie entitled to any concession even when they compete with co-operative 
societies 9 — I do not advocate any concession to them m the matter o£ 
stamp duty oi registration charges 

6155 Income-tax? — I have not thought about it, I would rather not 
answei the question 

6156 Mi Jamal Mohamed When you say that with reference to the 
tiade m hides and skins financing is done primarily by the producer who 
turns out the finished goods for the market, I presume you refer to the 
tanning industry? — Yes 

6157 Do you know whethei in Madras this industry is being financed 
'by banks? — To my recollection the tanner has to depend on his own finance 
foi getting thiough his trade 

6158 Am I correct m saying that the mdustiy is not being financed 
at the stage of being tanned, but only at the export stage? — Yes 

6159 You advocate mdustnal banks Some witnesses have told us 
that then past experience m the case of mdustnal banks has not been very 
encoui aging? — Past failuies ought not to he a bar to future piogiess We 
may fail a number of times, but succeed m the end 

6160 Can you give long-term loans based on slioit-term deposits? — 
No, w'e cannot 


6161 What is youi remedy for that? — My remedy is that industrial 
banks must staic with a large capital 

6162 You ha ye at present no industrial banks, we are only talking of 
oidmaiy banks now giving short-term loans You advocate long-term loans 
for mdustnal concerns My answer to that is that the loans have to be 
short-term foi the simple leason that deposits aie short-term What are 
your suggestions m oveicome this difficulty? — It can be overcome by the 
starting of industrial banks which will enable long-term loans to be given 
to mdustnal concerns 

r 

6163 You sav that “Industrial banks will only venture to finance 
industries if they have a reasonable belief that the State will so regulate 
its tanff and monetaiy policies ” What do you mean by tariff and 
monetary policies 9 — By ‘tariff’ you mean piotection? — Yes When I 
referred to monetaiy policy, I had m mind the question of the ratio 


6164 Fiscal, cuirency, and things of that sort? — Yes 

6165 In the same paragiaph you say “so the success of industrial 

banks laigely depends upon the industrial policy of the Government’ of 
India” If I suggest a little modification of the sentence “so the suc- 
cess of mdustnal banks laigely depends upon the industrial and currency 
policy of the Government of India’’, what would you say 9 — I am prepared 
to accept the amendment " 1 


6166 Mr Devadhar In the couise of your evidence vou gave us a 
veiv dismal picture of the co-opeiative Movement, wuth legard to its 
origin and earlier development, stating that at the earlier stage financing was 
one m a haphazard mannei without any principle? — I am sorry that I 
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created such an impression No human being could have done better than 
the pioneers m this field have done 

6167 You mem to suggest that you made an ovei-statement? — It was 
a-‘ statement whien was made out of mv anxiety for’ the Movement to be 
put on a better basis 

6168 With legaid to the svstem of short-teim and long-term ciedit you 
probably know that the svstem is not common to all the piovmces of 
India? — The question of short-teim loans was lecentlv consideied veiy 

cat ef ullv m all parts of India 

6169 In your province it was staited with the idea of having a long- 
term credit foi ten yeais, and slioit-term ciedit prevails to a very small 
extent? — It was foimerly like that 

6170 In the Bombay Presidency it is the other way about So would 
you accept the statement that what you say applies more or less to 
Madras? — What aie youi oveidues? 

6171 The oveidues in Bombay are not as high as they aie m Madias 
That is probably due to the fact of oui loans being short-term 
loans and that is probably the case also m Madras m the case of such 
loans? — Oui overdoes aie high only m lespect of the long-teim loans 

6172 The pioposition which you raised m legard to the long-term 
ciedit being a common practice was moie or less applicable to Madras and 
not necessanlv to Bombay? — That might be so, but the same symptom is 
visible m other presidencies also I am not despondent about this Move- 
ment, we have already begun to act m that line and considerable progiess 
has been made in our piovince 

6173 In Madias v hen loans weie first given foi ten years, I think the 
idea piobably was that unless the old debts weie cleared it was no use 
helping people m any way? — Yes 

6174 That .s why the current requirements of agncultuie came to be 
neglected? — It mav be so 

6175 Do you know that the modern tendency drawn fiom the ex- 
perience of some provinces is that so far as the long-term loans are con- 
cerned, liquidation of debt should be relegated to land moitgage banks, a 
beginning m wmch direction is being slowly made and that the piimary 
societies should not be held responsible foi it? — That is the view now 

6176 The Movement was put on a long-term basis because that point 
was not thoroughly grasped at the beginning The co-operative Movement 
is mainly meant to meet the current needs of the agriculturist ? — That 
feeling has been very strong in oui minds and we have eompletelv changed. 

6177 That is what has realty taken place m othei provinces? — The 
change foi good which we have effected now will be visible onlv after 
about 5 years 

6178 Mi Snnivasa Bao, you too diew a dismal picluie of the Move- 
ment and suggested that nearly 50 pei cent of the societies were moie or 
less monbund or could be put under that category Do you mean that the 
depaitment was responsible for registering these societies or our own people 
were responsible for bringing them into existence?— I should fiist correct 
the premise on which you have put the question, namely that I chew a 
•dismal picture What I lepiesented to the Committee was the picture 
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drawn by others of gi eater weight and authority than myself and even then 
I was obliged to do it I should have been the last person to state those 
matters but foi a question put by the Chairman asking for our reasons 
for the small tolume of loans issued at that part of the season when loans 
were mostly needed by the agriculturists The other question was about 
the steps taken to lemedy the state of things which brought about that 
result In answer mg these questions I was obliged to state what exactly 
the position was as shown m published reports by competent authorities 

6179 Whete did the question of 50 per cent of the societies being 
moribund come m v — Am I to mfei that you did not want to draw any 
dismal pictuie indicating the failure or wrong lines of development of the 
societies 9 — I do not know whether the pictuie is dismal or bright, but it 
is a statement of fact which I made The question about their bemg mori- 
bund had to be brought m because if there weie a large number of societies 
fiom winch iccovenes were not being made, that would account m a large 
measuie foi the non-advance of loans at the agiicultural season I had 
also to give an explanation of the disparity m the figures and show the 
pioportion of societies fiom which recovenes were being made 

6180 Yo'u suggest that if all these societies were active and in working 
condition, veiy much largei amounts of money would have been required? 
— All our surpluses would have exploded m a few months and we should 
have had to go a-begging foi deposits 

6181 There w'ould have been greater need for larger funds? — Yes 

6182 What small amounts were paid m the way of loans were for the 
purpose of pavmenu of land revenue Were theie any other charges to be 
met by the Co-opei ative societies duimg that 'period 9 — I wish to bring to 
your notice that I find from the report of the Provincial Banking Enquiry 
Committee that after all the amount advanced m a certain year for which 
figuies are given was only Bs 50,000 for kist purposes, wheieas the total 
loans advanced m that penod winch is quoted in our report w'as some 
lakhs of rupees, which shows the largeness of the amount advanced for 
cultivation puiposes other than last 

6183 It is not merely for the purpose of giving last, but also for the 
puipose of giving him money foi maintenance and suppoit? — Certainly 

6184 I should like to know r exactly how you would remove the charac- 
terisation of societies as being moribund? — What remedies would you 
suggest 9 — Do you considei that bettei propaganda with the help of Gov- 
ernment or some othei financing agency like your Provincial Bank would 
be necessary if all these unions weie to be given help? — We have started 
on a regular campaign of work m villages wutli a large establishment which 
we have entertained m oidei to teach the panchayatdais, etc 

6185 Does Government take its legitimate share m this work 9 — I am 
afiaid not, w 7 e aie doing it ourselves 

6186 The Ghanman lead out to you a certain passage where it was 
pointed out that a great deal of co-opeiative education has to be spread 
before any improvement m the right direction could be expected Do you 
agioe with that proposition generally 9 — Yes 

®^®7 If that is so, is it not a matter of cost? — It is a matter of cost, 
me cost is being met to an extent by Government, it is bemg subsidised 
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by the provincial unions also fiom tbe co-opeiative union There is a 
certain amount of teaching going on still m the theory of co-operation, 
not so much m the actual management of societies In that direction the 
provincial union is moving and also the Madras Central Urban Bank, 
through the central bank, with the aid of a large staff now being employ- 
ed, the panchayatdars are being taught how m the present condition of 
things they should tackle the problem If the society does not do it, the 
union does it and if the union does not do it, the central bank does it In 
this way it is exemplified how m actual practice things should be managed 

6188 The Madras Government are spending something like 5 to 8 
lakhs? — It is about that 

6189 We spend here something like six If you find that you, are 
not able to produce the desned result even then supported by the contri- 
bution by the Madras Central Urban Bank and the central banks, federa- 
tions, umons and all the machmery of the organisation, do you not think 
it is necessary to have some more money spent and laiger number of 
people put into the field than you have at present? — That might be one 
aspect, but the other and moie important aspect of the affair is that there 
is not that degree of co-oi dination of the official and non-official activities 
m our piovmce which foi the expenditure does not produce adequate com- 
mensurate lesults 

6190 You would therefore suggest that the whole movement should b^ 
de-offieialised ? — I am not concerned with the question of de-officialisation 
now 

6191 My question arises out of your answer, you say theie is not suffi- 
cient co-ordination 9 — The required degree of co-operation is also found 
wanting 

6192 Chairman Would you kindly explain a little moie fully what you 
mean by want of co-oi dination between the officials and the non-officials 9 — 
In what respect is there a lack of co-ordmation 9 — The commencement of 
every year marks a definite stage m the piogress of the soc ety We make a 
clean stait at the commencement of the next year, knowing how exactly the 
society stood and what exactly we have to do If m that respect the auditoi 
did his duties as lequired by the Maclagan Committee, it would give a fiesh 
starting point with a cleai-cut account of the state of the societies brought 
to the notice of umons and central banks, so that the latter might start at 
that point and go cn correcting mistakes and improving things suggested 
by the auditor We now do things ouiselves Bor years and years there 
was the agitation about central banks and umons bemg furnished with 
copies of the audit report, -but the report is passed to the Begistrar through 
the central bank with the re", lit that it takes months to leach them Even 
then certain * important statements are omitted and a fuithei fee has to 
be paid, so that the whole thing has been in a state m which the central 
banks and unions could not make a good start m the matter of improving 
the societies During the last two or three yeais the central banks and 
federations have felt themselves called upon to enteitam laige establish- 
ments and through these establishments asceitam the real condition of 
societies Instead of straightaway proceeding with the busmess, they 
have to wait foi the audit repoit I maintain that if there is a clear under- 
standing between the department and the non-officials as to what each 
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shall do, a certain amount of duplication of woik might be avoided, and 
greatei output and gieatei efficiency secuied foi the very same amount 

of expenditure 

6193 Is than the only direction m which co-oidmation is wanting or 
have you any othei directions m view? — That is the principal thing 

6194 Mi Dcvadliar So far as co-oidmation is concerned, you want 
tnat to be effected between the department on one side and the various 
co-operating oi non-official agencies on the other, one of the directions to 
effect this co-ordination being to see that the audit was sufficient and well, 
regulated and supplemented bv vour own supexvisois to produce the neces- 
sary result? — Yes 

6195 I think that Government accepted some of the lecommendations 
of the Townsend Committee m this legard and have made additions to the 
staff and reduced the number of societies entiusted to an auditor for audit 
m the course of the year Would you describe that as co-ordination? — * 
Though two \eais have elapsed since this has been done, we have yet to 
see any substantial lesult fiom this arrangement 

6196 In legard to the w 7 ork of propaganda, besides the work under- 
taken by central banks or unions, have you any non-official agency that 
has undertaken Co operation as a life-w r oik or as an important item of 
its progiamme of work? — I know of none outside the Movement, except 
the Seivants of India Society 

6197 You mean to say that othei bodies do not take up such work? — I 
can recall none to my mind 

6198 Mi Ramdas Pantulu What about the Young Men’s Christian 
Association’ — They aie doing rmal reconstruction work 

In doing that, thev are domg some Co-operation propaganda 

6199 Mr Dcvadhar For the purpose of the better working of co- 
operative societies and as a means of effecting economic improvement, 
would you attach, m any scheme of economic improvement, rural uplift 
v oik ’ — Certainly 

6200 Unless this takes place and the man’s surroundings aie improv- 
ed, it is no use putting more money into his pocket which wall filter away 
and go to the liquoi shop or m some other way? — A bold experiment in 
this line is being made in the Salem district by Dewan Bahadur Bama- 
chandia Bao, and others aie only waiting to follow Ins example 

6201 May I therefore take it that it is youi view 7 that m order to brmg 
the benefits which aie attempted to be brought wrthm the leach of the 
agriculturist oi the faimei by means of co-operative effort, it is necessary 
that attention should be directed in that direction w 7 ith the help of co- 
operative institutions to impiove his life, health and surroundings, m fact 
all that which goes by the name of luial uplift? — Yes 

6202 You would certainlv make that as one of the necessaiy dnections 
in which co-opei stive w 7 ork should be done? — Quite 

6203 Mr Ramdas Pantulu When you ask for facilities for the co- 
operative Movement; I take it that you are th inkin g not only of the 
present but of the futuie development of the Movement as w 7 ell? — Yes 
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6204 You are aware that m the Beseive Bank Bill which was intro- 
duced m the Assembly, there was a definite provision for 25 per cent of its 
resources being eai-maiked for agricultural finance and you aie also aware 
that the Provincial and the Gential Co-operative Banks have been brought 
within the purview of this provision? — Yes 

6205 In putting forward your demands foi credit facilities you had 
- this piovision m the Beseive Bank Bill m view? — That is so 

6206 Chan man To be moie precise in your statements, will you 
please give us iiguies for the 12 months ending 30th June 1930 That 
terminal date would probably be a good date to take because thereafter 
you come to the season when youi recovenes are greater than your ad- 
vances undei the present conditions? — Yes, we shall do so 

6207 Could \ou also let us know the dates on wdnch youi deposits 
(giving details of amount, etc ), with the Bengal Provincial Co-operative 
Bank falls due? — Yes 

6208 Mr Ramdas Pantuhi You are m the habit of prepaimg a re- 
souice sheet every month, aie you not? — Yes 

6209 That will contain all the information that you aie now asked to 
pioduce? — Yes, it will 

6210 We shall be obliged if you can theiefoie send us 12 monthly 
statements up to the month endmg 30th June 1930? — We shall do so 

6211 Chairman You will also kindly send us a calculated position ox 
youi fluid leseive as on the 30th June 1930?— Yes, we shall send that 
also 
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TWENTIETH DAY. 
Thursdays 18th September 1930. 


Present 


Sii Bhupendra Nath Mitra, KOSI, KGIE , CBE ( Chairman ) * 
Su Pdrshotamdas Thakurdas, Kt C I E , M B E ( Vice-Chairman ) 


Mi D P Khaitan 
Mr E Y Bushfoeth 
Mi Manu Subedar 
S u Hugh Cocke, Kt 
Dr L K Uyder 
Mr Y Bvmdas Pantulu 


Mr W Lamond 
L ai a Harkishen Lae 
Mr B W Buckley 
Mr Jadu Nath Boy 
Mr Jamal Muhamjiad 
Mi Nalini Ban jan Sarkar 


Mr V K Aravamudha Ayangar, M A , CIE ( Secretary ) 

Mi B P Masani, MA ( Joint Secretary ) 

Messis Nalmi Banjan Gbose and. Pmnachandra Boy, Bepiesentatives 
of the Indian Tea Planters’ Association, Jalpaigun, weie examined 


6212 Chairman You gentlemen represent the Indian Tea Plantcis 
Association of Jalpaigun ? — Yes 

6213 Aic you tea-planieis youi selves’ — Yes, we are directois of some of 
the Indian tea gaidens, m the Jalpaigun district, some m Assam and some 
in Te v ai 

6214 In the Jalpaigun district can you tell us what percentage of the 
tea gaidens aie owned by Indians’ — About 5 pei cent of the total acreage 
is owned by Indians though the numbei of gaidens are comparatively 
larger There are about 102 01 103 Euiopean gardens and theie aie 60 
Indian gardens My real point is that the size of a Euiopean gaiden is 
sometimes moie than 5 oi 6 times the size of an Indian garden as fai as 
acieage i« concerned 

6215 Can you say why Euiopeans own moie acieage than Indians?— 
Fnstly, because Euiopeans were the pioneeis m the line, secondly they 
have laige capital at then command, and thndly they were able to com- 
mand better facilities from Government, piactically till the othei day 

6216 Sir Pursliotamdas Thai. in das "What is it you mean by saying 
‘till the other day’’ — It is only foi the last 5 years oi so that Indians are 
getting facilities foi puiehasmg lands for tea gaidens, but till then Euro- 
peans had piactically the sole monopoly in the matter 

6217 When did the Europeans begin the tea-plantation work’ I think 
it was about the year 1884 or 1885 and as far I could remember, it was in 
the yeai 1889 that the fust Indian tea plantation vas started 

6218 Do you mean to say that even m 1889 Indians found it difficult 
to start tea gardens’ — There were only very few gardens then Indians 
began tea-plantation work on a regular scale only recently 

6219 Dr Hyder What are the difficulties that you aie thinking of’ 
— Oidmanly, we cannot plant tea m oui lands, there aie restrictions 
which are laid down m the rules, viz , that the capital must be adequate 
and the supply of food crops must not be affected etc Even when all 



these conditions could be fulfilled and we approached the Government 
it v.as almost invariably used to De refused in case of Indian applicants 
till recently as I stated before In some cases conversion order was 
ultimately obtained with very great difficulty and expenditure 

6220 The Indians and Europeans are m the same category -so fai as 
the fulfilment of the conditions m the lease is concerned Is that not 
so ? — Yes 

6221 Do the Government state the leasons vhy the peimission is 
not gianted? — They simply state that permission has been lefused without 
assigning any leasons They keep the reasons confidential The usual 
procedure is this You file an application after fulfilling the conditions 
to Government asking for permission This apphcation which will have 
to be addiessed to the Board of Bevenue is to be filed befoie the Deputy 
Commissioner who will pass it on to the Sub-Divisional Officer for 
enquiry After gettmg leport from the Sub-Divisional Officer, the Deputy 
Commissioner will send the application with his report to the Commis- 
sioner who m his turn with his report will send it to the Boaid Almost 
always the Deputy Commissionei and the Sub-Divisional Officer happen 
to be Europeans belonging to the ICS and it is mostly on the report 
of these officers that the final decision of Government lests These officers 
almost always viewed Indian applicants rather unsympathetically 

6222 Chairman But you say this state of affairs has changed during 
the last 5 yeais? — Yes, when Mr K C De and Mi J N Gupta 
were membeis of the Board of Revenue, the policy of Government was 
changed through then land efforts, Government rssurng a circular tirat 
all faorhties should be grven for extension of tea cultivation — that seived 
our purpose 

6223 And ever since that policy of Government has lemamed un- 
changed Is that not so? — Yes 

6224 Could you tell us whether theie is any pubhcation giving a shoit 
history of these tea gardens? — I am not quite ; awaie, but shall try to send 
you all available hteiature on the subject for the benefit of the Committee 

6225 Sir Purshotamdas ThaTcurdas Jalpaiguri i s m Bengal and am I 
to understand that your experience is restricted to your Association m the 
district? — The membeis of our Association have also got their gardens m 
Assam, Darjeeling and other places as well besides Jalpaiguu 

6226 What is your experience of the working of the tea gardens m 
Assam? — So far as the financial position is concerned, the position m Bengal 
and Assam is the same m regard to Indian tea-concerns 

6227 Can you say that for certain without any possibility of doubt ? — Yes 

6228 Mi Rushforth Is your Association consulted m any way on an 
application to start a new garden? — Yes, mvanably the Deputy Commis- 
sioner consults us to ascertain what our views are 

6229 Sir Purshotamdas Thahurdas When was your Association 
formed? — Our Association has been in existence only for the last 14 years 
Ongmally our Association was not recognised, but we are generally consulted 
for the last 10 years 

6230 Sir Hugh Codec Could you give us any instance where a 
particular site of land which was refused to an Indian was later on given 
to a European applicant? — Yes, I am quoting a particular instance >n 
this regard The president of our Association and several others including 
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om selves asked foi a paitieular plot of land after having ananged for 
the neeessaiy capital and having met the other lequirements The 
Deputy Commissioner summarily rejected oui application The Com- 
missioner however sent our applrcatron back to the Deputy Commrssroner 
for proper enquiry The Deputy Commrssioner on this occasron probably 
actmg cn the leport of the sub-divrsional officei and on the opposition of a 
Euiopean concern again refused, the Commissioner also refused and 
ultimately the Board also refused Subsequently some portion of the 
same land, without any enquiry and objection was allowed tc be p.n- 
cliased b-y the Euiopean Tea concern We made our complaint to I\Ti 
K C De, when he came to Jalpargun and it was some time aftei this 
time the Government changed its policy m regaid to this matter 

6231 Mr Manu Subedar And then ultimately did you get the same 
lands for which you asked? — No, the remaining poition which was not given 
to the European concern togethei with some othei lands was given 
to as 

6232 Can you suggest that the Euiopean planter applied foi the land 
on the basis of the information- which was contained m your apphcation? — 
We cannot say that, but they certainly did not want us to open a tea 
gaiden m the neighbouihood 

6233 Mr Buckley Government does not make a diffeienee between 
puiehasmg and leasing Does it? — They do not, hut we generally purchase 
the land now-a-days 

6234 Mr Khaitan Government gives only permission to cultivate tee- 
on that land? — That is so 

6235 Sir Purshotamdas Thakurdas How many years later did that) 
Euiopean group secuie the land which was refused to you? — I should 
think tliev got m possession within 3 or 4 months aftei the lefusal of 
oui application 

6236 You said you applied again? — Yes, when the policy of the Govern- 
ment changed 

6237 Chairman What you say is m refeience to the Jalpaigun Distuct 
and not to Assam? — That is so 

6238 Mi Sarkar Do you ascribe that decision of tbe Government to 
change of pobey oi was it only due to the sympathetic attitude taken up 
by two Indians Mr De and Mi Gupta ? — Of course these gentlemen were 
instrumental m bringing about that change of policy on tbe part, of the 
Government and a circulai to that effect was issued probablv on then- 
recommendation 

6239 Mr Manu Subedar Were there any protests against that order 
of Government? — Certainly there were many, by the Euiopeans 

6240 Sir Purshotamdas Thakurdas There is a Tea Association or 
Board there m voui place Is it not 9 — Yes, two of our members are on 
that Board 

6241 What is the total number of inembeis on that Committee?— 
Pei haps it is 10 or 12 I am not quite sure 

6242 Of which two aie Indians? — Yes 

6243 Have you anv division of interests between Indian and European? 
— Generally, the interests aie common 

6244 Chairman Geneially the questions considered are recruitment of 
labour and things of that sort Is that so? — Yes, including populansmg of 
tea, etc 



. £245 ‘iStT PuTshotamdas Thahutdas Regarding the recruitment, of labour 
have you any difficulties ?-*— • No 

6246 Barring the trouble at the start and the financial difficulties, there 

is no other differentiation between an Indian and & European 9 — -No ; 

6247 Chairman • You -said that Government did not give any reason why, 
applications were refused in previous years Have you found that the 
reason was mainly insufficiency of capital? — In our case, all the circum- 
stances were in our favour The only objection that was laid against us 
was that a few of tue proprietors of the land were not willing to sell 
then lands to us Of course we could have met that objection if ve 
had been told about it and then •‘-here was an additional plea that though 
the land was not fit for paddy cultivation, vegetables were beiug grown 
there and so on Our complaint is that those objections were not raised 
when the land was later on sold to a neighbouring European concern 
As ‘-a matter of fact those objections weie not at all even considered 
That is our grievance 

6248 Generally speaking is it within your knowledge whether the mam 
reason or one of the reasons for refusing permission to the Indian concerns 
was based on insufficiency of capital ? — I know that m one or two instances 
the report was that it was want of sufficient capital that stood in the 
way of granting permission, but geneially speaking that is not the reason 
for which permission is refused 

'6249 I am mentioning this to you as this point has been brought out 
in the Bengal Committee Report? — It is true that the Bengal Committee 
refers to this, but not m connection with the matter of conversion 

6250 Sir Pimhoiamdas Thalnirdas Can we get anywhere the total 

capital, .acreage, out-turn and other details with regard to the European 
gardens as a whole as also those of Indian tea gardens? — We have got a 
printed statement giving such details m regard to members of our Associa- 
tion, but we cannot give you such details with regard to the European tea 
'concerns / 

6251 Have you got a copy of that statement of your Association with 
you now 9 — Yes, here it is (hands a copy of the printed statement) , , 

6252 This statement deals only with the Jalpaiguri tea concerns under 

Indian management, is it 9 — No, it refers to all Indian tea garden under 
the JaJpaigun management including 'all those who have their head offices 
m Jalpaiguri but have gardens in Jalpaiguri as well as in other places 
like Dariee'hng or Assam ’ 

6253 Mr Khaitan How many Assam gardens aie included here m 
this list 9 — About half a dozen 

6254 Chairman Then these gardens m Assam that have been included 
in this list are those who have their head offices at Jalpaigun 9 — \Ys 
Some of them have only their head offices here, they have their tea 
gardens only m Assam 

6255 Mr Bvshforth Are those companies quoted m the list of stock- 
exchange m Calcutta 9 — No, they are not 

6256 Mr Buckley Nagar Hill Company is there 9 — No, it is not an 
Indian company Only there ib the Gopalpur Company 

Yol. Ill „ _ 
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6257 Chairman I have been trying to find out whether all those com- 
panies aie on the list of Calcutta stock exchange, but I do not find them 
there 

6258 Mr Manu Suhedar Are there any companies owned by Indians 
but managed by Englishmen ? — There is only one under the direct manage 
ment of Martin & Company But Martin & Company are the Managing 
Agents of 17 tea gardens and they have nothing to do with the internal 
management 

6259 Mr Kliaitan There are two other companies of the Maharaja of 
Darbhanga and the Maharaja of Baroda > They are managed by English- 
men 0 — I do not know 

6260 Mr Manu Subedar There is a company called Bose & Com- 
pany No that must be a Bengali film 

6261 Chairman May I call your attention to paragraphs 208 — 210 of 
the Bengal Committee’s Report In paragraphs 209 and 210 the committee 
state that tea gardens owned by companies registered m England have 
in most cases oeen started w r ith adequate capital raised from shares and 
debentuies, and that the shaie capital of joint stock companies and the 
invested capital of the jroprietors of Indian owned gaidens aie insufficient 
for all the financial needs of those gardens Could you tell the committee 
vhethei j,ou agiee with this summary of the position*? If you lefer to 
paragraph 209 you will find mentioned “Among the gardens, Close owned 
by companies registered m England experience no difficulty with legard to 
finance as they had been started in most cases with adequate capital raised 
from shares both preference and ordinary A few of them have m addition 
issued debentures Piacticallv all of them have the further advantage of 
obtaining easy accommodation from many non-Indian joint stock bankB, 
vshenevei necessary ’’ This is about Bengal As regards Assam tea 
gaidens I would refer you to the reply of Rai Bahadur Nagendra Nath 
Clioudhuiy to a question to the effect "All Indian tea gaidens did not 
start with sufficient capital?’’ — And his reply was “that is the case only as 
regards the mushroom companies which came into existence during the last 
10 or 12 years, they are started by men who are simply out to make a 
living and wffio left college getting tired of their educational life and who 
started on their venture without any sort of business training They cer- 
taraly did not start with adequate capital They started with a few 
thousand rupees m hand, sending out canvassers, telling people about 
future prospects and so on I do not believe m these companies I mean,' 
only those who have really put m their capital and I am speaking on their 
behalf ’’ Have you to make any observations m regaid to these opinions? 
— As legaids the fiist question the committee has practically reported 
that for Indian companies it is most difficult to obtain capital from non- 
Indian joint stock companies As regards Boy Bahadui’s statement, I am 
not m possession of anv such information 

6262 Are you talking about the Indian firms? — No 

6263 I am now talking about the Indian concerns They say that the 
proprietors of the Indian owned tea gardens do not get capital Is it 
correct? — Yes, they do not get enough capital 

6264 Therefore, you also admit the correctness of what they say ? — Yes 
So far as that goes 

626“ Now, as regards Assam is it also correct? — No I am only talking 

about J alpaigun 

6266 'Whatever you said upto now is onlv about I alpaigun? — Yes In 
Assam I know only of a few gardens owned by Assamese 
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6267. Therefore what you say in your memorandum about Indian owned 
tea gardens m Assam applies to gardens which have the head offices m 
% Jalpaigun — Yes 

/ 6268 If the shaie capital and invested capital of the Indian owned 

\ gardens oie’ insufficient, would you tell the committee v/hether the 
(finance foi non-recurring purposes should not be obtained fiom further 
(issues of shaie capital or debentuies instead of bemg obtained 'by loans 
ffrom Loan Offices, money lenders or marwan banters as descubed m 
paragraph 211 of the Bengal Committee’s Report ? — I shall first try to 
gifve a short history of this tea industry which may make the position 

• <3leai In former years as I told you m the beginning, we had not to 
purchase lands The whole of the district of Jalpaigun was full of jungles 
In those a cars there were many good plots of land available for settle- 
ment wheie we could start tea gardens Therefore there was no necessity 
of initial expenditure for purchasing tea lands Generally the companies 
were stalled with a small capital of Rs 50,000 or a lakh At thit 
time the cost of production was also very small Afterwards' if a certain 
amount was needed, the help was generally given by trie local Bank, 
tbe Jalpaigun Banking and Tiadmg Corporation Aftei foui oi five years 
those companies could meet the current expenses from the outturn of the 
gardens But now the cost of production is more and we have also to 
purchase lands We do not now start companies with a capital of 
Rs 50,000 oi a lakh We now start a company generally with a capital 

, sf tluee lakhs and there are realised another three lakhs by way of 
admission fees So we get something like six lakhs for the initial ex- 
penditure Out expenence is that we cannot get more money by sale 
of shares Tea Industry is the best industry that would prosper m 
Jalpaigun, but we cannot get tbe entire capital requned In the third 
and the fourth year of our starting a garden we want Rs 11- lakhs more 
foi factory, machinery, etc If we get this money by loan we can very 
well hope that the garden will flounsh m ten yeais or even earlier and 
nil the debts will be paid off dunng that period After time tbe company 
will be able to pay a fair dividend 

6269 Dr Hyder You lequire an additional capital of Rs l\ lakhs for 
machinery ? — Yes 

6270 Ghanman Is it not possible to get this additional sum of Rs 
lakhs at the outset by way of shaies? — I have already stated that it is im- 
possible to get a largei amount by way of shares 

j ’ 6271 I will just lead out to you the evidence given by Mr A F 

i Rahman before the Bengal provincial committee He says "There is such 

* a keen demand for tea shares (especially of a garden m the Jalpaigun 
| district) that the share capital could be subscribed 2 or 3 times over ” If 
4‘ this is conect, I think there 'wall be no difficulty to raise twice the capital? 

— There should be one modification to this statement Mr Rahman’s 
statement is correct as far as the position five yeais ago is concerned, and 
the. demand is keen only when the capital is fixed low 

6272 Bub he does not state so? — It was m the boom time, and he 
must have meant that 

6273 He does not say so This statement has been very lecently made 
I think about eight months ago ? — Mr Rahman has come to Jalpaigun only 
about seven or eight years ago At that time there was boom time and 
tbe position was such as is mentioned by him Tbe reason is that they 
could start a company with a capital of three lakhs and there was that 
keen demand But now it cannot be done like that 
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6274 But Mir Bahman does not say so? — Then' I would Modify his- 
statement - 

6275 You say that the company begins with a capital of three lakhs 
and it wants further Bs TV lakhs for machinery, etc ? — Yes - 

6276 Could you not get Bs 4| lakhs? — No, as I have said we cannot, 

get a larger amount by issue of shares People fight shy of companies ' 
with 'a larger capital > * 1 > 

6277 Mi Khaitan Was Mr Bahman a Professor of Dacca andj 

Aligarh Universities? — Yea < / 

6278 Chairman May I know for how many years Mr Bahman ha^ 
been m the tea gardening business? — For about six or seven years 

6279 But be is still m this industry? — Yes 1 ’ 

6280 Therefore, the fact that he was a Professor would not affect the 

statement that he makes as a 'leading tea planter^— No. Mr Bahman 
commenced the business of tea garden first as a proprietor Now, he is 
a director of one company ’&nd recently he has been appointed a director 
of anof her company > 

6281 Dr Hyder His family has long been connected with this business 

6282 Mr Mann Subedar You say that Bs 3 lakhs are required by way 
of shaies and another Bs 3 lakhs as adrmssion fees If you mention th S' 
laige amount and even if you show that the people will get dividend on the 
shares, they would not be willing! to purchase them? — No Big capital 
companies do not attract people of Jalpaigun 

6283 Ale you m a position to give the whole garden as ‘a security agamsfc- 

the loan ? — Yes > 

6284 In spite of this security you eould not get funds?— No, we can't 

6285 You say for the machinery you require only Bs lakhs Will 
it be uneconomical to raise this sum at the outset? — Yes 

6286 Chairman You say that to raise a small capital at the outset 

yill he uneconomical But I . have a note here by Mr Joges Chandra 
G-hose who says that Tt is possible to raise capital by instalments? — People 
will fight shy to purchase shares, of a company- with a largei capital as 
I have said ' 

6287 Mr Manu Subedar The attraction to the people is to yield a 
large dividend? — Yes 

6288 Mr Sarhar Can you give us an instance wheie a company was 

floated noth a small capital and with financial faculties given to them, they 
were able to repay their debts ? — 1 ean give you half a dozen such instances 
hut at present I mav give you one instance A. company named Sarda Tea 
Company Limited was started with a capital of Bs 3 lakhs Even the 
whole of this capital w r as not balled Afterwaids tbeie was, difficulty 
during the war slump 'and another loan of Bs 3 lakhs was raised , after 
some time it was necessary tc raise a further loan of Bs 1 lakh All this 
loan was repaid and the company began to give more than 100 per cent 
dividend. 11 

6289 Chairman I have got here a note by Mr Tarim Prosad Bov 
He does not iefer to this aspect but he refeis to the woikmg capital He 
says “The Directors of such gaidens have to borrow either on their per- 
sonal security or on the mortgage of the gardens ” When you sav that 
.the gardens offer even more than 100 per cent dividend and if there is this 
attraction, why could you hot raise capital by this method? — These well- 
developed gardens 1 are not generally m need of funds by wav of block 
I am simply referring to the undeveloped gardens and I think Tarinf 
Babu is referring to those well-developed gardens 
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(.290 Chairman' If the tea gardens are not m a position to declare any 
■dividend for a series of years, would any cautious banker finance such 
gardens 1 — Certainly, the value of each tea garden would be several lakhs, 
A garden with 5,000 plants in it is considered to be a very valuable garden 
and can easily expect a loan of Bs 50,000 ‘ ' 

6291 That will be a question of opinion 

6292 Mr Jamal Muhammad If the gardens could get this finance for 
running expenses, they would be able to declaie dividends? — Yes, they 
will, there can be no apprehension in the mind of any tea plantei as to 
that Now because gardens are increasing m numbers and the lesouices 
of the local banks are limited, we hays to go to the Calcutta banks and 
have to pay such high rates at 12, 14 or sometimes even 15 per cent 

6200 ’ Chairman ■ If the Security were really as good as you believe it is 
would not other people or shareholders themselves produce the additional 
finance required? — The shareholder are all poor middle class people Some 
of the director arp of course-rich and substantial meu and they do contri- 
bute as much as they can 

6294 Mr 1 Manu Subedar If the loan was not forthcoming you think 
the gardens would be ruined? — Absolutely 

6295 Could you just describe to us the rum of a tea garden? — In former 
years there have been difficulties about bonowmg money even at very 
high rates and the dividend had, as a result to be postponed for 3 or 4 
years If no money can be had the garden goes 

6296 Assuming there is a factory which is unable to raise the necessary 
finance , it has got to sell put and I want to know the value at which these 
gardens are sold out, since that will enable us to ascertain the value of the 
■Security at a knock-down value? — We know of instances where gaidens 
yvepe ruined because they could not find even 25 or 30 thousand rupees and 
Were sold opt aji the instance of the creditors The Bekantpur tea garden 
was , <=old out tor 8 oi 10 thousand wheieas the real value of the property 
was something like 5 lakhs 

6297 So it entails very heavy loss if timely assistance is not forth- 
coming — Yes 

6298 Di Hyder So you get back just the value of the land? — Some- 
times not even that - > ’ 

0299 Chairman That shows that the security to the bank would not be 
wholly satisfactory?— I do not agree to that- A living tea garden is a very 
good security 

6300 Sir Hugh Cocke You said that if the particular tea - garden to 

which you have referred had about Bs 25,000 or Bs 30,000 at most it could 
have been brought on tc the dividend-carping stage? — At the time that it 
was started they did not think that it would require any help or they 
would not 'get such help ' , 

6301 Chairman Let me draw your attention to a passage which occurs 
on page 120 of the Bengal Committee ’s report “The minim um size of 8 
garden on a commercial scale is five hundred acres for which the initial 
•oqtlay is estimated at 7£ lakhs of rupees, including a lakh for the purchase 
of machinery and another lakh for securing the land ”? — That statement 
is roughly correct 

C ~ ' f ' f » 

6302 And therefoie when you* said th.fr initial capital wanted was 3^ 
lakhs I naturally assumed that you were giving figures of a concern which 
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it would be possible to run on a commercial basis You gave 3 lakhs to be 
subscribed by shares, as the initial capital and your subsequent demand 
was between 1 and 14 lakhs? — I do not differ from that finding What I 
have stated is exactly the same I said that o lakhs will be raised by share 
capital and another 3 lakhs by "way of admission fees and I wanted another 
14 lakhs for building up a factory, etc 

6363 Sir Purshotamdas Thahurdas How do you raise this 3* lakhs' 1 — 
For this I must go to the financier Formerly we did get the finance and 
as a result the old tea gardens are flourishing Now we do not get those 
facilities, hence the difficulty 

6304 Mr Ilhaitan Is the admission fee a charge on the garden’ — It 

is an unsecured loan to be repaid to the sbaieholders when the garden is 
able to declaie dividends f 

6305 Without interest? — Yes, without interest 

6306 The whole garden on which theie has been an outlay of nearly 
6 lakhs is the security which can be offered for this 14 lakhs? — Yes 

6307 Chairman If you try to laise the balance of 1^ lakhs either by 
sliares or by mcieabmg the admission fees, there is no chance of your getting 
the capital? — No 

6308 As legaids cunent lequnements or other annual lecurrmg expen- 
ses, the Committee say no senous attempts are made for building substan- 
tial lesouices when such high dividends as 50 to 150 per cent are paid and 
that if the dividends be limited to say 15 per cent for a few years and the 
rest of the piofits earned to Beserve, most of the gardens will be able to 
accumulate a, sufficient Beserve Fund for meeting these expenses Could 
you kindly tell the Committee what dividends weie paid by the Indian 
concerns duiing the last ten years? — As regaidb the dividend, I have giveD 
the figures m the sheet m your hand, which gives figures not only for the 
last 10 years but foi 15 years So far as these gardens are concerned, they 
are not m difficulty regarding finances, some of them have even built 
up reserves Wo aie only speaking of tea companies which do not declare 
dividends 

6309 The Bengal Beport says, “Two companies at Jalpaiguri have built 
up such substantial reserves that they aie now able to meet their current 
requirements without any extraneous help , but all others have to take loans 
for meeting their recurring expenses of cultivation and manufacture”? — - 
That is true As regards the other tea companies, they do not experience 
any difficulty about finance, I mean the companies which have built up 
reserves and are paving out high dividends do not experience any difficulty 
with regard to finance for meeting their running expenses 

6310 Previously these companies used to get finance from local banks; 
and after tkev had built up reserves, they should not have gone to those 
banks so that the banks could satisfy othei concerns which needed 
finance’ — That is true All these companies do not approach the banks; 
they go to the brokers who have the attraction of selling tea produced in 
the gardens 

6311 But the brokers do not accommodate tea gardens which have not 

yet started producing tea? — Very seldom , 

t 1 

i 
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03 ] o Mr Sarlar' I believe that, the tea gardens fn 'which you are 
interested may be classified as follows’ — 

(a) Those that are not yet developed and have been operated for two 

or Ihiee years and require fresh capital for block expenses for 
development including putting up a factoiv, machinery, etc , 
up to the stage of crop production. 

(b) Those that produce crops but not enough to meet current expen- 

ses They therefore require funds for shorter terms for carry* 
mg on the Nvork until the crops will enable them to repay the 
loans and declare dividends 

(c) Those that are fully developed and pa\ dividends They may not 

have built up enough reserve to take care of current require- 
ments and require short term funds for current expenses. 
They mnv also require blork capital for extension 

Is that not so 9 — Yes JFoi the third class I am no f very anxious I am 
anxious for the second class and for block capital for the first 

Odd Chairman In paragraph 212 of the Bepoib, the Bengal Com- 
mittee say that the Imperial Bank is debarred by the Act of 1920 from 
making am advances against block and that its loans to the gardens 
therefore take the foim of advances agamrt personal guarantee of the 
broker with the hypothecation of crop as collateial security and that the 
bank charges 7 per cent interest and that the brokers charge 1 per cent, 
on the gross sale urocceds including brokerage and other expenses in con- 
nection with the sale Would you kmdlv tell the Committee whether you 
consider that the broker’s charge of 1 pei cent is reasonable or not? — The 
broker’s charge of 1 pei cent is theoretically reasonable, hut the statement 
is not correct The brokers get 1 per cent on sale of tea and an additional 
one per cent fer standing as a guarantor 

6314 Mr Manu Subcdar Does the Imperial Bankgne money on the 
broker’s guarantee! — Yes 

6315 And your difficulty is that except in the case of concerns winch are 
producing tea m sufficiently large quantities, the bioker takes no interest 
and theiefore he does rot stand as a guaiantor 9 — No, except in exceptional 
circumstances 

6316 Mi Jamal Muhammad Do you mean to say that without the 
guarantee of the bioker, the Imperial Bank would not give a loan? — No, 
unless it is through three or four European firms or managing agents. 
Even m the case of Jalpaiguri Bank which is a prosperous concern, the 
Imperial Bank would not advance even on their own guarantee, then the 
Chairman of the Indian Tea-planters’ Association tvho is a very substantial 
person ofreied to give his signatuie, but the Imperial Bank would not 
accept the guarantee 

6317 Dr Hydcr The Bengal Committee m their evidence have 
recorded this Question — What class of persons aie accepted as guarantors? 
Are only the ten broking firms in Calcutta, e q , Messis Crossu'ell and Co 
accepted as guarantois? Is the Bank piepared to accept the guarantee of 
reputed Indian banking firms interested m the tea mdustiy (e n , Jalpai- 
guri Banking and Trading Co Ltd ) or of respectable Indian Managing 
Agents? “Answer —The Bank does not confine its acceptance of guaian- 
tors to any class of person or film the Bank being guided puiely by the 
means and standing of the person or firm proposed as guarantor,” 



, 6318 Now do you accept that? — It must appear to you that the Bank 

has evaded the question 

< 6319 Dr Hyder How’ 1 

6320 Mr Khaitan Supposing a person has got 6 or 7 tea gardens la 
it a fact that the broler insists that he should be appomted the sole broker 
of all the 6 oi 7 gardens before he would stand guarantor in respect of loans 
to be given for one tea garden?— When the broker has agreed to be satis- 
fied with one per cent of brokerage, he has, a b a matter of fact, taken into 
consideration the fact that he is getting the other tea gardens as well 
That is the inducement for which he is prepared to stand as guarantor m 
respect of the money advanced on one tea garden 

6321 Mr Khaitan That is to say, whether he makes it a part of his 
agreement or not, he sees to it that he gets the sole brokerage of all the six 
dr Seven tea gaidens before he stands guarantor for one tea garden? — That 
is true 

6322 In that event, the amount of commission that he actually gets is 
much more than 1 per cent of the gross receipts'* — Yes 

6323 You said that the Imperial Bank does not accept the guarantee of 
any Indian, am I light m saying that in some cases Mr Tarim Prosad Boy 
was piepaied to be guarantor? — That is *rue 

6324 What was the amount of finance required for the tea garden for 
which he was prepaied to stand guarantor ?— Any particular tea garden was 
not mentioned, but along with the Jalpaiguri Banking and Trading Corpora- 
tion, he ofieied to stand as guarantor to the Imperial Bank Only very 
prosperous tea gaidens were wanting finance and they perhaps wanted about 
4 to 5 lakhs 

6325 The secuuty foi that would be the Jalpaiguri Banking and Trading 
Corporation and Mr Tarim Prosad Boy Could you say if all four Euro- 
pean brokers, vhose guarantees alone were acceptable by the Imperial 
Bank, are of the same standing as Mr T P Boy? — I do not know that 
exactly 


6328 Y *u are putting foiwaid this evidence not so much by way of 
cbmplamt against the Imperial Bank, but you are trying to make out a 
case that some banks should be brought into existence, so that on occasions 
like this you could on leasonable rates get financial assistance in order that 
the tea gardens may be properly developed and placed on a sound working 
basis? — Our problems would be solved if ( such a bank comes into existence 
Up to this time neither the Jalpaiguri Banking and Trading Corporation nor 
any othei moneylender who has advanced money to this tea garden has ever 
repented having done so 

6329 Chairman • You know that Mi T P Boy put in a written state- 
byeht before the Bengal Provincial Banking Enquire Committee and in it 
he does not mention this instance He does not make any complaint that 
on a particular occasion the Imperial Bank refused to grant a loan to a tea 
company, though he himself offered to stand as guarantor? — I can only say 
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"that it is within the personal knowledge of my colleague (Mr. Puma 
•Chandra Roy) that Mr T P Roy was not m Jalpaigun but was staying 
in Calcutta 'when somebody went to his residence put certain questions 
fo him and he gave answers to them Because he has not mentioned 
this matter in las statement, it does net mean that it is not true It is 
absolutely true 

6330 I am not disputing the truth of the statement My point was 
-that if Mr T P Roy, who is the individual concerned m the matter, had 
mentioned this m his statement, it would have been investigated by the 
Bengal Committee when they were examining the Imperial Bank? — I 
.believe he has stated something about the Jalpaigun Banking and Trading 
Corporation 

6331 That 13 another matter If he had stated that on a particular 
.occasion he himself wanted to stand guaiantee and that the Impenal Bank 
would not advance money on his guarantee, the position could have been 
investigated by the Bengal Committee? — I do not know what was m his 
mind, perhaps he did not like to bring m his name 

6332 Mr Khaitan Perhaps he was modest and did not like to say that 
'he was a nch man and all that 

6333 Mr Scirkar In his note on Tea finance, Mr Tarim Prasad Roy 
has said that if the Imperial Bank could advance money not only on the 
personal security of the directors but on the hvpothecation of the annual 
tea crop without the guarantee of a brokei, there would have been addi- 
tional facility to the Indian tea gardens 

633 f Chairman The point made bv the Impenal Bank was that "the 
Bank does not confine its acceptance of guarantors to any class of person 
or firm, the Bank being guided purely by the means and standing of the 
person or firm proposed as guarantor ” There are two points before us, 
firstly that the Bank did not advance monev on the guarantee of the Jalpaj- 
gun Banking and Trading Corporation This point does not seem to have 
been admitted Is Mr Rahman connected with the Jalpaigun Banking and 
Trading Corporation? — No, he may be u shareholder 

6335 When the question was put 'to b> n whether it was a fact that the 
Impenal Bank lefused tc accommodate even on the guarantee on the Jalpai- 
gun Banking and I 'lading Corporation, he replied he did not know An- 
other gentleman, Mr Jai Gobmda Guha, late Manager of the Corporation, 
does not refer to any specific case where the accommodation was refused 
bv the Impenal Bank 9 — The difficulty js that Mr Guha has lost touch with 
the Corporation foi several years 

6336 He does not say when the connection ceased? — His connection 
ceased more than 10 \ears ago 

6337 Without giving specific cases, is it within your knowledge that 
you approached the Impenal Bank for accommodation and that accommo- 
dation was refused 0 — (Mr Puma Chandra Roy) I myself approached the 
Impenal Bank with the proposition that the tea garden would hypothecate 
its crops to the Bank and that the J alpaigun Banking and Trading Corpo- 
ration and men like Mr 'Tanm Brosad Roy would stand guarantee Their 
only reply was that they would only advance on the hypothecation guaran- 
teed by some European broker 

6338 Would it be too much to ask you to send us a copy of the corres- 
pondence? — It was done verbally 



0339 Sir Purshotamdas Thahuidas • How many years back was this?-* 
In the course of the last four or five years, the last time I approached waa 
about 2 years ago 

6340 Mr Manu Subcdar I find that the loans of the Jalpaiguri Bank- 
-mg and Trading Corporation amount to about 41 lakhs of rupees I heard 

a remark from Mr Gliose that the tea business in Jalpaigun has advanced 
so much that the local bank can no longer come to their assistance m the 
way of loans, machinery and so on and that the demand is greater than 
can be supplied by this one institution Could you tell us the reason why 
other institutions have not come into existence? — There are smaller ins- 
titutions which have actually come into existence, but it is difficult to get 
deposits Though the amount of business in the Jalpaigun Corporation 
has mcieased to a great extent, we have not got any banks to help us 

6341 The Ccrpoiation has been giving Aery fat dividends? — It is a fixed 
peicentage of 50 per cent 

6342 I do not think the Imperial Bank or the Chartered Bank has ever 
given 50 per cent I do not see why you yourselves should not raise more 
capital and increase jour operations? — Our capital is a small amount, it is 
Bs 50,000 

6343 Your operations run into 50 to 60 lakhs of rupees, and therefore 
you aie naturallv able to declare such high dividends You have reached 
a maximum limit on your deposits Can you not get more deposits 9 — 
What is the difficulty about attracting more deposits? — Deposits depend 
on the tea matket 

6344 What class of deposits have you largely ? — We have deposits from 
Jalpaigun people, from outside people, from Government officials ' 

63^5 Sir Hugh Cochc What rates do vou pay on deposits? — 6 and 7 
per cent 

6346 What is jour long term? — Two years at the maximum 

Mi Khaxtan You said that the shaie capital of the Jalpaigun bank is 
Bs 50,000 Could you tell us the present leserve fund of the bank? — 9 to 
10 lakhs 

6347 Chairman The statement which was supplied by your bank m 
1929, based on the balance sheet of 1928, shows the reserve fund as 
approximately 4-} lakhs Between 192S and the present time, has the 
reserve fund been increased from 4* to 10 lakhs 9 — No answer 

6348 Mi Manu Subedar Under different names you have accumulafc 
ed reserves amounting m all to 10 lakhs 9 — Yes 

6349 Chairman I cannot see where the balance of 10 lakhs would 
come m Have you a balance sheet of the Jalpaigun bank? — No 

6350 Would you lordly send us a cony of the last balance sheet? — Yes. 

6351 Mr Khaitan When it is said that you give a div dend of 50 pet 

cent on the -ffiare capital and accumulated leserves, your dividend only 
comes to about 2-} per cent 9 — Yes, by a resolution we cannot raise that 
dividend ‘ 

6352 Sir Purshotamdas Thalturdas For how many years have you 
been declanng 50 per cent dividend? — 4 or 5 Years 
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6353 And for how many years has the bank been m existence? — 40 
years 

6354 Mr Maim Subodar Your loans aie largely given to the tea 
trade’/— That is so , 

6355 You are practically a trade bank and the bank owes its existence 
to the tea industry and the industry in its turn ewes its existence to the 
bank? — Yes, and the Jalpaigun Banking and Trading Corporation has never- 
repented advancing money to the industry If I may be allowed to men- 
tion it, Sir Bajendra 'Nath Mookerp also advanced our companies about 
40 lakhs at a time when funds were needed and he has got back his entire 
amount plus a very large amount of profit 

6356 So that the security against which such advances are being made 
is not so inadequate * — I think it is absoluiely adequate and that amount 
fras given m a very bad yeai of the industry and it saved the tea com- 
panies 1 

6357 The Jalpaigun branch of the Imperial Bank lends out only on the 
security of the luoker against the crop Its operations are largely com- 
mercial operations, i e , as soon as the guarantee note is put m, it makes ths 
advance It does not go into assessing the real value of tea gardens?—* 
That is so 

6358 Mr Jamal Muhammed Could you tell us, the amount of deposit 
which the Jalpaigun Corporation has on an average? — About 60 lakhs oi' 
rupees 

6359 Is practically the whole of d used in financing tea gardens? — Not 
the whole of it 

6360 If you are short of funds and require moie money, and you are 
making 50 per cent dividend, why do you not Increase the deposit rate to 
attract more capital? — The feeling is that if a bank increases the rate oi 
its deposit, that brings down its prestige to a certain extent 

6361 Sir Huigh Cocke Have your deposits been largely affected by 
Government loans or postal cash certificates at 6 per cent ? — Not appreci- 
ably 

6362 Mr Jamal Muhammed Is it usual foi brokers who stand guaran- 
tee to insist thatm case they give the guaiantee the sales should take place 
through some selling agents? — -That is a condition 

6363 Chairman My next question is In paragraph 213 of the 
Beport, the Bengal Committee say that 18 Indian gardens m Jalpaiguri 
are financed by Messrs Martin and Co , who charge a commission of 2\ pel 
cent' on the gross sale proceeds and interest varying from 8 to 9 per cent 
on the annual advances Seeing that the rates charged by the Imperial* 
Bank of India through a broker are more favourable than those charged by 
Messrs Martin and Co , could you tell the Committee whether these Indian 
gardens experience any difficulty m obtaining their finance from the Impe- 
rial Bank? If so, could you explain what the difficulty is due to?” You 
have already answered the question The difficulty is m your approaching- 
the particular bioker and it arises m the ca‘*e of those tea gardens which 
are not yet producing tea m sufficient quantities Is that correct? — Yes 

6364 Have you anything to add to it? — Most of the 18 gardens are- 
established gardens and thev actually got assistance from Martin ( and Co , 
in the bad years of tea tiade So Sir B N Mookerji became the agent 
of these gardens at that time, and has continued since then. 
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■ 6365, Mr Khattan How much does this 24 per cent commission on 
*the gross sale proceeds amount to on the amount advanced? — Sometimes 
-it comes to 5 per cent , sometimes even, more, and sometimes 7| per cent, 

6366 If a particular tea garden borrowed 2 lakhs of rupees, the gross 
sale proceeds will amount to six lakhs? — Sometimes 

6367 So that 2J, per cent amounts to 7% per cent plus interest of 8 to 
9? — In extreme cases 

6368 In some cases the interest comes to about 15J to 16^ per cent ?-— 

Yes Some of these gardens have, as a < matter of fact, got away from 
Mai tin and Co <! 

6369 Chairman The 21- per ceqt is charged pot only for accommoda- 
tion but also foi arranging the sales?— r As a matter of fact, the sales are 
arranged thiough the brokers themselves 

6370 You pay for it separately? — Yes 

6371 Mr Khaitg.ni Martin and Co , are not tea brokers? — There are 
only foui firms of brokers, Messrs A W Figgis and Co , W S Cresswell 

• and Co , Carrit Morgan and Co , and .T Thomas and Co 

6372 Apart from the commission of 2^ per cent and the interest of 8 
to 9 per cent , is it a fact that these tea gardens have also got to buy their 
stores through Martin and Co ? — The agreement was that they were to 
purchase their stores through them and we have to pay a certain percent- 
age 

6373 As a matter cf fact, are all the stores purchased through them? — 
Ifot always 

6374 Wliat would be the percentage of the total requirement of stores 
■that is bought through them? — I cannot give you the figure 

6375 Mr Manu Subcdar The machinery and plant would very laigely 
be bought thiough a firm like Martin and Co , \yho could give you techni- 
cal advice 9 — As a matter of fact, we have acquired that knowledge 
-ourselves, so we generally purchase direct 

6376 Sir Hugh Cocke Am I to understand that 2^ per cent is pot 
for sale and that a further brokerage lias to be paid for selling? — Yes 

6377 Chairman Therefore the statement in the Bengal Committee's 
Teport that Martins ‘do not participate m the actual management of 
gardens and their services are ipractically confined to providing the requi- 
site funds and arranging sales of the produce’ is not correct? — It it not 
-exactly coirect What they actually do is simply to hand over the invoice 
to the firm That is the only part they play 

6378 If that; s so, vyhy do not these firms now change from Martin 

and Co to the Imperial Bank through brokers? — -They have got ay/ ay 
from Martin and Co , and they have come to my fnend’s bank (referring 
to the Jalpaigun Corporation) „ ’ 

6379 So the number 18 fipanced by Martin and Co has now gone 
•down?-— Yes 

*" i 

6380 Sir Purghotamda§ 'fhaky.rdas Martins are still agents for spme 
Indian tea gardens? — Yes 
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6381 Mr Sarhar How would thdse tea gardens Have fared if Sir R- 
N. Mockery bad not come to their rescue at the time when, they we’re- 
in need? — They would have been ruined 

6382 There wa<* no chance for them to get ihohey at that rate?— No, 

they could not get any help and it whs at the eleventh hOto that he came 
to tneir rescue ' > 

6383 Dr Hyder I cannot reconcile the statement you have made 
with what is said by -Martin and Co You say that a brokerage fee of 1 
per cent is charged on the gross sale proceeds, besides the 'commission On 
the sale proceeds of tea varying from 2| to 7* p'er ’cent Looking at the 
evidence given bv Martin and Co , before the Bengal Provincial Com- 
mittee, they say that their commission has not varied during the last 12 
years, they change only 2^ per cent , and there is no compulsion on the 
tea estates to buy the stores from them ’ — As a matter of fact Martin and 
Co have changed this attitude towards Indian gardens recently, and 1 
though they were very kind at that time, now-a-days they charge a high 
percentage of commission which would perhaps be more than 71 per cent 
I can give at least two cases m which the commission charged is certainly 
more than 21 per cent, Choibaree Tea Company and -Bhojanarayan Tea- 
Company 

638^ Sir Purshotamdas Thahurdas When 'did Martin and Co , change 
their attitude’ — 3 think it was in 1918 

6385 They changed their attitude in regard to the two gardens? — 

Yes 

6386 I hope \ou are quite sure of the facts because we intend pur- 
suing this matter with Messrs Martin and Co , to find out what their 
view-point is? — We are quite sure 'of the facts 

6387 Mr 'Manu 'Subedar What is the rate of commission charged by 
them? — One pice per pound of tea until the mortgage debt is repaid, 
2 pice per pound until the company declares a dividend of 20 per cent and’ 
if the dividend exceeds that figure, 1 anna per pound 

6388 Sir Purshotamdas Thahurdas How do you explain Martins pres- 

cribing such prohibitive teims as it weie? — We could not get advances 
elsewhere, and that is the difficulty > 

6389 The Martins were quite favourably disposed ‘ towards Indian con- 
cerns till then, is it not? — Yes, but that was due to the peisonal element 
of Sir R N Mookerji who helped the Indian 'concerns largely 

6390 Mr Jamal Mohammad Whenever a bioker is willing to stand 
as, guarantee, you do not have any difficulty m getting accommodation 
from the Imperial Bank Is that not so’ — Of course that is the position- 
but the brokers almost always refuse to help us m this matter 

6391 Is it not a fact that the management of these tea gardens do 
not also like the idea of going through a broker for fear that they might 
be tied down to them ? — That is also true, m theory 

6392 Mr Manu Subedar The bioker refuses to stand guarantee for 
a -loan from the Imperial Bank but he does not refuse to take tea from; 
you Is that not so? — That is true 

6393 And you have to make your sales only through these four Euro- 
pean brokers paying them 1 per cent commission Is that not so? — Yes_ 



6394 Are there a tty Indian exporting firms which export tea? — None to 
my knowledge 

6395 Chan man Messrs Mai tin and Co , aie the managing agents 
of these two concerns which you refer to, the Choibaree and the Blio]- . 
narayan Tea Companies Is that so 9 — Yes, to the same extent as the 
managing agents of the other 18 Indian gardens Really speaking they 
are only financing agents 

6396 The 'lemmittee would also like to know whether you have any- 
thin^ to say on the method of marketing tea In paragraph 167 of the 
Report, the Bengal Committee say that the' market for tea is thoroughly 
organised and that the simplicity of the procedure followed m that market 
accounts for the absence of any financial difficulty generally associated 
with maiketmg Would you kindly tell the Committee whether this cor- 
rectly summarises the position m regard to marketing of tea? — As 1 regards 
the method of maiketmg tea which prevails at present we have very little 
to say except this that we do not always like that our tea should be sold 
entirely through 4 European firms 

6397 It is stated m paragraph 167 of the Repoit of the Bengal Com- 
mittee that the yield of gardens other than those owned and managed bV r - 
firms xegisteied m England is sent to Calcutta where it is handled by form 
European firms of brokers who act as auctioners on behalf of their client® 

I take it that the fact that there is no Indian firm of brokers for the market^ 
mg of tea is due to the fact that the Indian gardens have not thought^ 
about marketing till now, as stated in Mr Rahaman’s reply to Dr Smha 
before the Bengal Committee 9 — Yes, that is so 

6398 If the Indian tea gardens are producing such large quantities of 
tea, why cannot they establish an Indian broker 9 — I have no personal 
knowledge, but I do not think it will be very easy to establish an Indian 
house m the face ot opposition by the European brokers 

6399 Mr Manu Subcdar Do you mean to say that older firms will 
not allow this new Indian firm to function? — Yes 

6400 Chairman If the Indian producers would make it a rule to go 
only to the Indian bioker, do you not think that the difficulties would dis- 
appear? — This can only be done if the tea is consumed m India by Indians 
and moreover we have to make arrangements for the sale of our tea ra 
England 

6401 Mr Manu Snbedar Who bids at these auctions ?— -As a matte? 
of fact these people form a ring Mostly, Messrs Harrison and Cross- 
fields, Brooke Bonds, Liptons, and one or two others are the chief buyers 
When they form such a ring, our position becomes rather bad 

6402 But for that combination you will get better price for your tea ? — 
Yes 

6403 Chairman Is it not the buyers who make arrangements for 
export and not the brokers? — -That is ti ue 

6404 In the case of tea which is sent out of Nile country, arrangements 
outside the countiy for shipping tea, etc , are made by buyers an^ not 
brokers Theiefcre that particular difficulty will not be met by an Indian 
firm of brokers because they will have to sell their goods to the foreign 
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purchaser of tea, Is it not so — I do not know whether all these firms who 
are now buying tea from us would be buying them from an Indian firm of 
brokers if one is established 

» 

6405 Sir Purshotamdas Thakurdas "Who are the actual buyers of tea 
who pay you before exrport? — You will get the answer to that question in 
the written memoiandum submitted by Mr A E Rahman to the Bengal 
Banking Enquiry Committee therein he says “The tea industry is pass- • 
mg through a crisis at present The buying of tea has been concentrated 
in the hands, of a tew people not more than 5 or 6 (Brooke Bonds, Harri- 
son and Crossfields, Liptons, etc ), and they therefore control the prices 
effectively and m order to prevent a combination of pioducers, they pay 
d’scrimmatmg prices, i e , high prices to some and low prices to others 
Even though we aie selling tea piactically at the cost of production, the 
consumer does not benefit at all as his prices have not fallen This ring 
of buyers has become possible because large tracts have come under tea 
recently principally m Java and Sumatra, and buyers exploit this bogey 
of over-production, but the world’s consumption has also increased and 
would increase more if retail prices were cheaper This is the biggest 
problem befoie the Tea Industry” This statement is generally correct 


6406 Mr Buckley • You aie not bound to sell your tea at the auctions 
and as a rule you also withdraw your lots when you do not get a suitable 
price for your tea Is that not so? — Yes Although we withdraw once, 
yve cannot afford to keep the stock waiting, for we must have our 

with acfp 1 * 3 

the mat Chairman If your proposition is that you do not know what the 
there is^s are *n the way of an Indian firm of brokers establishing itself 
5420jnarketing of tea to the extent that is now being done by the 
becaus( jeaCL films, I do not want to pursue the matter? — We are not aware 
when fie reasons or the difficulties 

64!?8 Mr Manu Subedar Have you evei worked out the ruling price 
bank,' 7 in London and the price at which you sell your tea at these auc- 
chargqnd have you had any occasion to regret for havmg lost by your sales 
/ m this country through these auctions? — There have been some cases 


like that 

6409 Sir Purshotamdas Thalurdas According to Hr Rahman and 
, the witnesses before us, there are only four firms of European brokers in 
i this country who have the sole monopoly of the tea business in this country 
and the 4 or 5 Euiopean firms would buy only through these brokers So 
then, the Chairman’s question with legard to the starting of an Indian firm 
of brokers for tea does not arise My own experience is that under such 
circumstances an Indian broker would not thrive at all 


6410 Mr Lamond In legard to these sales of tea to the 4 European 
brokers, the same difficulty is experienced both by the Indian and Euro- 
pean tea planters Is that so? — Yes, except in the case of a few European 
tea concerns who ship then tea direct 

6411 Mr Rushforth If you had the feeling that at any time you 
are not getting 'your fair price for your tea is there anything to prevent 
your exporting tea direct to London? — In the case of our local sales we. 
get the price within about 10 days of the sale, but if we ship to London, 
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that will mean a delay of a few months before we will be able to realise 
our monies 

6412 Mr Lamond It means you must have mote capital to do such 
direct business Is that not so? — Yes, that is also one factor to be rec- 
koned with 

6413 Sir Purshotamdas ThahUrdas There >s another possibility, that 
the English films might refuse to accept your goods, because it is an 
Indian selection Do you agree? — That is true 

6414 Mr Manu Subedar It is only those companies who are not tied 
down to their brokers that can export tea direct, if at all? — That is so 

64 15 Sir Purshotamdas Thakurdas For Several other considerations 
supposing you made up your mind to ship a certain quality of tea for 
sale abroad, would you discount your bill for 70 per cent of the invoice 
price with a bank here? — We do not get such facilities here at all 

6416 Has it been tried? — We hare no personal information 

6417 Chairman You say there is a strong rumour prevalent m Jalpai- 
guri and also m Calcutta circles that there has been a sort of understanu 
mg amongst Calcutta banks that none of them would finance or in any 
way help any mofussil bank or loan office who might have taken up 
financing of any Indian tea concerns or are helping with finances for ex- 
pansion of business of other sorts of Indian concerns You suggest that 
due confidential enquiries should be made to ascertain if it is a fact You 
must recognise that it is not possiblfe 'for the Committee to make hnsC 
enqumes with mfeience to an allegation of some rumours aUcfC "Sinha 
absence of conciete instances Can your Association help this Col 

with any concute cases of the nature mentioned m the rumours * [ities of 

Mr Purnachandra Roy I myself approached the Lloyd's Banl^sonal 
cutta- foi facilities and I was refused We have no other specific inTndian 
m view i 

6418 Mr Manu Subedar On what security did you approach tli s wall 

On the hypothecation of crop together with the security of the Jalfi 
Banking and Trading Coiporation j. ^ 

6419 Do you think they did not accommodate you because of their ' 
mherent antipathy towards Indian enterprises or is it because out of their 
consideration for the Imperial Bank? — So far as I am aware, they do 
advance to European concerns 

6420 Mr Buckley Because one Exchange Bonk refused to accommo- 
date you, it doe 3 not follow that there is a combination amongst the- 
Calcutta Exchange Banks and othei Indian joint stock banks for not dome: 
this business Does jt show that? — That is oui feeling in ,the matter 
We "would be very glad if your bank would advance money to us, if you 
have no objection 

6421 Are you not aware that instead of having a combination of the 
sort which you are talking of, there is really keen competition between 
these banks ? — -There should be competition, no, doubt 

6422 Mr Rushforth Could you send us confidentially the corres- 
pondence that passed between you and the Lloyd’s Bank on the subject? 

I am afraid w r e have no papers on the subject I asked the Bank orally 
and that was tUe answer I got orally. 
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6423 Mr Manu Subedai Would I be wrong m putting the position 
■this way that some Indian leading business men have approached these Ex- 
change Banks and the lattei have lefused accommodation? — I cannot say 
that As a mattei of fact anothei Indian was foitunate m getting the 
-accommodation requned from an Exchange Bank 

6424 Chairman Which is that concern and which was the Exchange 
Bank concerned? — It was the Gopalpur Tea Company which got the finan- 
cial help from the Lloyd’s Bank 

6425 That bemg so, when the same bank has given the accommodation 
in the case of one Indian firm agamst another, there is no reason to 
piesume that theie is an undei standing of the sort that you contemplate 
Any way we need not pursue the matter 

6426 Chairman My next question is “You suggest that the diffi- 
culties of Indian tea concerns can be solved if the Imperial Bank of 
India can be induced to advance finances to these concerns with the local 
hanks to support them as additional guaiantois foi due repayment of 
finances Would you kindly tell the committee whethei any such pro- 
posal was evei made to the Imperial Bank and how they were consideied 
hy that Bank” I think that poition has been answered by you You 
say that theie is no actual correspondence with the Agent of the Imperial 
Bank — These things, I do not think, anybody will give in writing So, 
peihaps, there may be no such correspondence 

6427 Suppose we take up this matter with the Imperial Bank they will 
■ask foi ''evidence In othei cases we have been provided by othei witnesses 
with actual documents If you have got any conespondence we can puisue 
the mattei, otherwise we cannot? — We shall look up our file and see if 
theie is any correspondence If there is, we shall send you the copies. 

6428 If you will send the correspondence earlier it will be better 
because we can refer the matter to the Managing Governor on the 27th 
when he will come here as a witness 

6429 Mr Manu Subcdar You say you may get facilities from the local 
bank, have you to pay higher rate of interest? — Some local banks do not 
charge anything more than the mere interest 

6430 Mi Jamal Mahomed There was a German ling m Calcutta who 
were not buying or selling anything from and to Indians, is there any 
such ring m tea guldens? — No, I have no information on the point 

6431 Sir Hugh Cocke You said about Bs 3 lakhs are necessary for 
•a company, would that apply to a company of any size? — They do not 
vary much m size 

6432 You refer to the hypothecation of crops "What about the hypo- 
thecation of stocks? — I mean the manufactured stocks 

6433 Can you not get financial assistance if you want to hold up the 
stock pending sale ? — The brokers give this assistance 

6434 But you do not get whatever assistance you think you are en- 
titled to get? — -We get the proceeds after the auction 

6435 Do you get from brokers financial help before the tea is sold? 

• — Not a great deal 
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6486 Mr Lpviond Do not biokeis give advances against tea’ — Only- 
a nominal amount 

6437 Sri thigh Goche What amount’ — About 50 per cent of the- 
value 

6438 You do not require any further help from the bank if you gek 
50 per cent from the biokeis’ — If we secure on the invoice it is better. 

6439 If you send your tea to Calcutta, do you get any advance before 
the sale? — In very exceptional cases Generally, moneys are actually sent 
ten days after the tea is sold 

6440 So, m that case you want accommodation from the bank — No, 
we want also for the running expenses 

6441 Dr Iiyder You have tiled local resouices and also the Calcutta- 
market, have you tried anv other market? — We have tried marwadi money- 
lenders but they chaige higher rates 

6442 Did jou try Bombay and Madras? — No 

6443 If you went to a bank, you would get accommodation at 9 per 
cent Supposing you went to an indigenous banker, with the same 
security, at what; rate would you get the accommodation? Could you ex- 
plain the difference in the rates ? — No answer 

6444 In order tc get regular supply of advances would you prefer an 
mdustnal Bank’ — Yes 

6445 Mr Jamal Mahomed Have you tried the London market? — 
No 

6446 Mr Manu Subedar Supposmg your pioduetion is worth Bs 15 ' 
lakhs and if there are four brokers, then m that case you will receive any 
financial help ? — All these tea companies are tied down to a certain broker 
or other And therefore it is not possible 
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TWENTYFIRST DAY. 

Friday, the 19th September 1930. 

Present 

Sir Bhupendra Nath Mitra, SCSI, EOIE, CBE ( Chairman t. 

Mr D P Khaitan Lala Harkishen Lal 

Mr F V Bushforth Mr R W Buckley 

Mr Manu Subedar Mr Jadu Nath Boy 

Sir Hugh Cocke, Kt Mr G K Devadhar, C I E 

Dr L K Hyder Choudlm Mukhtar Singh 

Mr V Bamdas Pantulu Mr Jamal Mahomed 

Mr W Lamond Seth Haji Abdoola Haro on 

Mr. Y K Aravamudha Ayangar, M A , C I E , ( Secretary ) 

Mr R P Masani, MA, ( Joint Secretary ) 

Mr Y C Rangaswami Iyengar and Mr P Raghavan Nair, represen- 
tatives of the Southern India Chamber of Commerce, were examined 

6447 Chairman Mr Rangaswamy, you are engaged m business m 
the Madras Presidency ? — I am Secretary of the Madras Urban Bank and 
a member of the Southern Indian Chamber of Commerce 

6448 You say that m regard to industries, as a general rule, the 
necessary working capital is lacking and that the shareholders are anxious 
for immediate results May I take it, therefore, that industries find it 
difficult to get finance both for initial capital requirements and for current 
working expenses? — Industrial concerns are able to raise the initial capital 
when they start the work, but they lack working capital at a later stage 

6449 You are not making any difference between block capital and 
working capital 9 — Let me take an illustration to make my meaning clear 
Supposing a public utility concern such as an Electric undertaking starts 
business with a capital of about 3 to 4 lakhs, it puts up a generating 
station, sets the machinery and is able to supply energy to the area under 
the contract, later on more consumers come in for power and the concern 
has got to go m for additional machinery and also for material in order 
to be able to meet the extra demand, now it has got to provide capital 
for this additional machinery and also to run the whole concern at a later 
stage. 

6450 Surely, your Chamber does not consider that the additional 

machinery is part of the working capital? — It is added to the block and 
it is for the purpose of earning additional revenue that capital for more 
machinery is needed 1 1 

Sir Hugh Cocke No capital which goes into the block capital is con- 
sidered as working capital 

Lala Harlashen Lal An electric company does not require much in 
the way of working capital 
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6451 Chairman Do you not think that what is wanted is both 
capital for further development which would be part of the block capital 
as well as working capital? — Yes 

6452 You would accept the soundness of the proposition that in a 
type of concern to which you refei it would not be the lack of working 
capital which would compel the concern to shut down its operations 1 — Yes 

6453 Would you kindly mention some of the industries with .vhieh 
your Chamber is connected and state how they have managed to secure 
their capital? Suppose they wish to obtain further capital, would it be 
available? — The Chamber is not directly connected with any particular 
industry, but the individual members are carrying on different industries 
Some of the industries with which the members of the Chamber are 
connected are textile, ginning factories, iron foundaries, cottage lungi 
manufacturing (coloured cloth), pencil, ink, tanning, mining, chemicals, 
salt, furniture, etc 

6454 Are any of the members of your Chamber engaged m an electric 
undertaking? — There are a few 

6455 Is it not the practice with banks in Madras in regard to electric 
undertakings to advance money on a portion of the block for the installa- 
tion of the additional machinery etc , on the personal security of the 
Directors? — In one instance the concern which I have in view r had to 
provide capital for development because the consumers increased and they 
were not able to get any accommodation from their bankers 

6456 Your Chambei is aware of only one concern Would you be land 
enough to give us moie details of the undertaking? — The name of the concern 
is the Tnchinopoly Electric Supply Corporation It started with a certain 
amount of capital and wanted more money latei on tc instal machinery 
because the number of consumeis increased and it tried to secure accom- 
modation from their bank 

6457 Why is it not possible for a concern if it is a sound concern to 
raise money by additional shaie capital or by debentures? — Tailing to get 
additional capital such concerns raise money by debentures 

Mr Lamond Speaking generally, a company of standing which needs 
■small additional capital for additional requirements will, I am sure have 
no difficulty m providing themselves with the necessary, funds 

6458 Chairman When debentures are issued, banks are unwilling to 
advance working capital even on the hypothecation of goods? — We were 
talking of an electric concern, they have no goods to offer as additional 
■security 

6459 But an electric concern does not require much working capital ? — 
■Compared to the block, they do not require much working capital 

6460 You say that the Imperial Bank lends to European industrial 
concerns more freely whereas several of the Indian concerns which took the 
Imperial Bank’s assistance have had bitter experience Could you give 
the committee any actual instances of the policy of racial discrimination 
on the part of the Imperial Bank and also the names of a few of the 
Indian concerns which have had bitter experience m this matter? — If 
^ou want to give this information in camera, we are quite willing to 
agree to that — In cases where the industrial concerns are under the control 
-of European management, capital is flowing to them, whereas m cases 
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if industrial concerns of long standing which were under Indian manage- 
ment and had pieviously been getting sufficient accommodation, credits w ere- 
suddenly cut off and the concerns had to come to grief, such as tbe 
Chitvalasa Jute Mills 

6461 We have already heaid enough of that Can you now give us 
actual instances of racial discrimination on the part of the Imperial Bank? 
—I could mention the name of the South India Industrials of Madras 

6462 What was the nature of then experience? — They were control- 
ling a cement concern, a ]ute mill, a foundry, rice mills and other sundry 
busmess m Madras The office of the firm was in Madras City, but the 
•jute mill was outside Madias, the cement factory was m Madias and 
the nee mills somewhere m the Tanjoie District They were originally, 
started by Sir George Aibuthnot and had been carrying on busmess up to 
1925 Aftei having dealings with the Impenal Bank for as long at, nearly 
18 yeais, they lost the confidence of the Imperial Bank I could not tell 
you definitely for what leasons they lost that confidence The result 
was that they had to transfer their jute mill at Chitvalasa 

6468 Theiefoie, the only conciete fact is that they lost the confidence 
of the Impenal Bank, that does not suppoit your allegation agamst the 
Impenal Bank of racial discrimination — The withdrawal of support from 
this concern was due to this racial discrimination on the part of the 
Imperial Bank We only take it by mfeience, otherwise it is difficult to 
explain how a concern which satisfied the Imperial Bank for 18 whole 
years should all of a sudden be denied accommodation 

6464 Mr Lamond May I ask if the Chitvalasa Jute Mill v as a 
going concern in 1907? — I was talking about the South India Industrials 

6465 Mr Manu Subedar When your memorandum was passed the 
members of the Committee of your Chamber were present and they had 
perused it? — Yes 

6466 And they supported the statements made unanimously They 
must have done so either on a knowledge of facts which they possessed 
or on a deep impression or opinion formed after many years’ experience — 
Quite so 

6467 You may not have all the facts at your command Would jou 
like ,to raise this question with your Committee again and aftei a con- 
ference with them, send us definite particulars ? — I could 

6468 Chairman Would you piefer that? — Yes 

6469 Sir Hugh Cocke When you send us the information, it would 
he of advantage if it is supported by a history of the company up to the 
stage when this assistance was forthcoming from the Impenal Bank and 
also thereafter when the assistance was withdrawn — Yes 

Mt Jamal Mahomed I suggest that the information be obtained from 
the parties concerned 

Chairman • The witness told us that, as it is, his Chambei or he did 
not know much about the facts We have asked him to supply us with 
the facts after consulting the Committee of the Chamber We do not 
know who the parties are, they are apparently non-existmg 

Mr Jamal Mahomed' The South Indian Industnals, which is the 
party concerned, are non-existent, but the people who were conductmg 
the concern, are alive and I suggest the information could be obtained 
from them 
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Chairman The Southern India Chamber of Commerce have sent us 
this memorandum and it is up to them to supply us with the concrete 
case which led them to make the statement It is not for us to indicate 
what procedure they should or should not follow to supply us with the 
information I daresay the witness will take the hint 

6470 You say that several substantial banks now remain outside the 
Clearing House Can you give the Committee some instances of such 
banks in Madras, and also state why they are not members of the Clearing 
House ’ — To my knowledge there are 4 banks which are not m the Clearing 
House at present 

6471 Would it be possible for you to name them? — The Hmdusthan 
Bank of Madras, the Quilon Bank, Limited, the Nedungadi Bank, Limited, 
and the Madras Central Urban Bank 

6472 Have jou any information whether any of these four banks 
tned to join the Clearing House ? — I have no information , I only know they 
are not m the Clearing House 

6473 Did the Madras Cential Urban Bank evei apply to become a 
member of the Clearing House ’ — No 

6474 Would their business entitle them to become a member of the 
Clearing House? — It would 

6475 Dr Hydei When was the Hmdusthan Bank established ’ — They 
started business about 8 or 9 months ago 

6476 Chairman How long has the Quilon Bank been m existence’ — 

It has been in existence for some time , I do not know then exact standing 
m the market 

6477 And the Nedungadi Bank? — It has been m existence foi the 
last 16 to 18 yeais 

6478 You have no knowledge whether any of these three banks ever 
applied to become members of the Clearing House ’ — No 

6479 Mr Iihaitan You aie yourself connected with the Madias _ 
Central Urban Bank — Yes 

6480 You say you did not apply to be a member of the Clearing 
'House — Yes 

6481 If the banks have voluntarily lemained out of the Clearing House, 
the inconvenience you refer to is the inconvenience caused to the customers 
of the bank — Yes 

6482 If the bank feels any inconvenience it would naturally iry to 
become a member of the Clearing House — Quite so 

6483 If the bank is not admitted as a member of the Clearing House, 
then it would make a complaint? — There would be ground for complaint 

6484 Is the object of your making this statement then that when 
a bank starts business it must become a member of the Clearing House ? — 

It must be made easy for banks to get into the Clearing House 

I want to understand your position clearly Take the case of your 
bank about whose affairs you know thoroughly well You do not apply 
to become a member of the Clearing House and you are not making any 
complaint Then how can you say whether it is easy to become a member 
of the Clearing House or not? — That can only be said when you apply 
to become a member and you are rejected? 
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6485 Mr Manu Subedar If membeiship is xefused, it must affect its 
'-credit — It must 

6486 Has difficult}* been experienced by any of the other banks? — I 
-do not know 

Lola Harlctshen Lai When the Tata Industrial Bank was not taken 
•on the London dealing House, we weie given as the reason for it that 
only 9 banks weie taken on the Clearing House There is an instance 
wheie the Pilnjab National Bank was not taken on the Bombay Clearing 
House for some time, but they have since been taken My own exper'enee 
is that greater facilities are now being given foi entry into the Clearing 
House than before 

Chairman An Indian Chambei of Commerce has said something 
•which supports what Lala Harloshen Lai has said — 

“Such a rigid procedure may be conceded m view of the fact that 
the membership of Clearing Houses is saddled with heavy 
responsibilities in so far as the actual clearance of balances 
between the various member banks is often deferred overnight 
although credit is taken for balances awaiting payment ” 

It is hardly necessary foi us to discuss with the witness m view of the 
fact that life has definitely said that the Madras Cential Uiban Bank has 
never applied to become a member of the Clearing House and he does not 
know whether the other three banks have or have not applied 

6487 Mr Lamond You said that great inconvenience would be caused 
to the customers of a bank if it is not a member of the Clearing House 
Will you explain how the inconvenience is caused? — The question Came 
up before the Chamber that for payments which the membeis of the 
Chamber have to make to the Madras Port Trust and the Customs House 
cheques are not accepted unless they become members of the Clearing 
House 

6488 Sir Hugh Codec Why has not the Madias Cential Uiban Bank 
apphed to become a member of the dealing House? — There is the question 
of ballot, one does not take sufficient courage to apply for admission 
knowing that the ballot may either be m favour of, or against, the applying 
-hank 

I 

6489 Mr Jamal Mahomed You have mentioned seveial banks being 
outside the Clearing House You are making no complaint, but only 
point out the' 1 inconvenience caused to the banks’ customers by then beitig 
-outside — Yes 

6490 Chairman When payments due to Government and local bodies 
are made by means of cheques, I suppose you agiee thdt feiedit cannot 
•be given until the cheque’s are realised and credited to the Government 
account or to the account of the local bodies concerned? — Generally credit 
cannot bfe given for payments by cheques, but what I suggest is that m 
cases of well-known merchants, of whose credit there is no question, a 
point may be extended m their favour in respect of port dues, , go down 
rent, etc 

6491 Mi Jamal Mahomkd Would you include lailwav freight in 
4;hat? — If the railway companies extend that facility 

Mr Lamond The railway companies do accept cheques 
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6492 Chairman Is it a fact that at the piesent moment the Customs- 
House and Port Trust do not accept cheques on appioved banks and 
bankers ? — That was the complaint made by a certain section of the mem- 
bers of our Chamber 

6493 Will they not accept a cheque, say, on the Imperial Bank? Is 
it their custom not to accept any cheques? — They must be prepared to 
accept cheques on banks that have a certam standing m the market 

6494 That is precisely my point It makes your position somewhat 
weaker Is it the present practice that the Customs House and the 
Port Trust accept cheques drawn on banks whom they consider to be 
approved oi safe banks, or is it the practice not to accept any cheques? — 
They do accept some cheques, those on membeis of the Clearing House- 
only 

6495 You suggest that eithei the open accounts should be acceptable 
to banks as collateral or that they should be conveited into hundis foi 
discounting Can you tell the Committee how it is possible for banks to 
accept open accounts as collateral? — As far as my knowledge goes, such 
a practice is prevalent among the American banks, eg, to accept open 
accounts foi ciedit to be given to customers 

6496 Could you refer us to any authority? — I had this information 
from an authontative book The Bankers’ Magazine also now and then 
gives repoits 

6497 Mr Lamond Would you explain what an ‘open account’ is? — 
Suppose a wholesale meichant m Madras sends some goods to another 
merchant m the mofussil and debits him m his book for the cost price- 
of the goods supplied In certain cases this debit is supported by a pro- 
note by the me i chant who takes the goods from the wholesale trader m 
Madras On the claim which the wholesale meichant has against the 
mofussil meichant to the tune of the goods supplied, credit facilities may 
be provided for him 

6498 Aie such facilities now provided when theie is a pro-note? — 
Yes 

6499 Chairman The pio-note is the tangible security and i t mov be 
possible to pxovide that the pro-note, if it is good security, should be 
discounted by some other bank Is that what you aie leallv thinking 
of? — I want it to be extended even to book debts 

6500 Without any security? — There is the geneial credit of the 
merchant 

6501 Mr Lamond I know of special cases where advance is given on 
liquid assets m which book debts have been included? — That may be m 
veiv special cases, it is not within my knowledge 

6502 Mr Buckley In the case of cash credits which are given against 
stocks, if the stocks are sold and converted into book debts, Ihen the 
book debts become collateral security? — We have heard that Indian joint 
stock banks do not do it at all 

Lola Harltishen Lai It is not done in the Punjab, the reason for it 
is that the merchant class is not so well organised m our province 

Mr Khaitan The practice m Calcutta is that it is not the wholesale 
merchant who sends goods, but the commission agent who sends goods 
to the mofussil, and usually the mofussil merchant does not give either 
a pro-note or a hundi to the commission agent m return for the advance 
made to him I would like to go into this matter fuither, because it 
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would help us, m making oui lecommendations, to know the various kinds 
of secuiity on the basis of which we should recommend banks to make 
advances 

Chan man You refei to the American piactiee I shall quote to you 
from the evidence given by Mr Benjamin Stiong befoxe the Hilton- Young 
Commission This is what he says 

"The lesult has been that eveiy borrower at a bank has to execute 
some form of instrument expressing his debt, and the most 
usual mstiument used m the type of advance that is the 
equivalent of the advance account of the English joint stock 
banks is simply a note of hand ” 

Theiefoie, we practically come to the question of advances on notes of 
hand and I understand that that is usually given As a mattei of fact, 
the accommodation given m India b\ some of the English banks, though 
not by all the Indian joint stock banks, is that an advance is given on 
book debt^ when those book debts repiesent goods sold — Not for new 
advances 

6503 Mr Jamal Mahomed You want not only pro-notes, but also 
book debts to be taken as collateial secuiity? — Yes 

6504 Chairman You say that eithei a branch of the joint stock bank 
or a co-opeiative ciedit society, or an approved indigenous bankei should 
be available in all towns to collect hundis attached to railway leeeipts 
Would you kindly explain what you mean by appioved indigenous banker? 
How would you make such a bank oi banker ‘available’ for the purpose 
you mention? — What I suggest by this statement is that there aie cases 
where lailway receipts attached to hundis come befoie Indian joint stock 
banks and if they happen to be drawn on persons lesidmg m the mofussil 
where there are no branches, they generally do not undertake the collection 
oi then discounting My suggestion is that m places where agencies aie 
available foi collection as well as foi discounting hundis with the railway 
receipts attached, recourse may be had to these agencies for the collection 
of the hundis backed by lailway receipts and the railway leeeipts handed 
ovei to the parties 

6505 That is really a matter foi the particular indigenous banker or 
mei chant and, so far as we aie awaie, m some provinces at any rate, 
the indigenous bankei does piovide this class of accommodation By 
‘available’ you mean that some outside agency should make an indigenous 
banker available? — My idea is that the indigenous banker or the available 
co-opeiative society, if it is brought into the general fabric of the banking 
organisation of the country, will serve this purpose better 

6506 But so far as the indigenous banker is concerned, nochmg 
prevents him from doing the work and from what we know, he actually 
does the work in various provinces Does he not do the same class of 
work in Madras? — But his status is nebulous If he is connected with a 
banking organisation, he will have a better status 

6507 Mr Devidhar By ‘co-operative society’ you mean a co-operative 

bank? — I refer to a co-operative uiban bank, and not a primary Milage 
society , 

6508 Even if there be an institution of the size of a co-opeiative bank, 
would you still advocate it being done by an indigenous banker? — I put 
it only as an alternative suggestion It is preferable to get it done by a 
co-operative urban bank’ where one is m existence 
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6509 Do you agiee that the co-operative movement has brought down 
the rates of mteiesfc? — Yes 

6510 You would theiefore agree that if such woik could be unaecGaken 
or allowed to be undertaken by eo-operative banks of small size, it would 
be to the advantage of the cultivatoi — Smely it would be to his advantage 

6511 Mr Jamal Mahomed In your statement you say “eithei a 
branch of a joint stock bank, oi a co-opeiative credit society oi an appioved 
indigenous bankei should be available m all towns to collect hundib, etc " 
I thought you contemplated that where joint stock banks have not got 
branches oi agencies and wheie any difficulty m negotiating a hundi 
attached to a railway leceipt is found co-opeiative societies or indigenous 
banks should be made use of? — That is so 

b512 Chairman Then you used the word 'available’ m the sense ‘made 
use of ’ — That is the point At present co-operative uiban banks ait not 
peimitted to do that business and they should be made use of, because 
they aie m existence and they could give facilities m discounting liundis 

6513 Is the view winch you have now expressed, viz , that piefcrence 
should be given to a co-operative urban bank as against an indigenous 
bank, the view of the Southern India Chambei of Commeice? — Yes 

6514 What would be your answer to the critic that even with the 
pie&ent conditions of the country the promoters of the co-operative move- 
ment have not been able to exert their fullest energies for the further 
promotion of the co-operative movement and that such being the case it is 
undesnable and it is against the true interests of the co-operative move- 
ment and its legitimate function that they should take up extraneous work 
This criticism has been put forward m some of the Pro\mcial Committees’ 
leports as well What is your answer? — I do not approve of the sugges- 
tion I should think it is too conservative I am of opinion that co- 
operative banks must be permitted to do all general forms of banking 
business 

6515 Mr Devadhar With the existing concessions or not?— 1 have 
not thought about it 

6516 Chairman As representative of the Southern India Chamber of 
Commerce you would not object to these co-operative banks, with the 
concessions that they now enjoy fiom Government or from the general 
tax-payer, competing with other institutions foi commeicial banking 
business which is primarily outside the scope of the co-operative move- 
ment Is that the view of your chamber? — As it is, the present concessions 
from Government are not very much except things hire exemption from 
stamp duty 

6517 Whatever that may be As it is, the answer should be very 
simple A criticism has been made by certain commercial bodies that so 
long as co-operative banking institutions enjoy certain concessions from 
Government at the expense of the tax-payer they should not be allowed to 
compete with either joint stock banks or indigenous bankers m regard to 
commercial banking business which is outside the proper sphere of the co- 
operative movement May I know what the view of your chamber m re- 
gard to this matter is? — The view of the Chamber is that co-operative banks 
may be permitted to do such banking business 

6518 Mr Devadhar .Supposing a eo-opeiative society and an indigen- 
ous banker were both existing at a centre, woiild you prefer the eo-opera- 
tive society to the latter?— Where a district central urban bank existed, it 
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should be given preference to an ordinal y indigenous banker The view of 
the Chamber is that owing to insufficient banMng facilities m this country, 
co-operative banks should be given permission to do this business 

6519 Chairman Take the case of Tuchmopoly for example Is it ybui 
idea that the District Uiban Bank at that centie should be piefened to an 
ordinary indigenous banker 9 — Yes 

6520 Mr Jamal Mahomed Supposing theie is a branch of an Indian 
joint stock bank in a certain place wdiere money has to be collected with 
reference to a hundi attached to the Bailway receipt Would you prefer the 
joint stock bank to be supeiseded by yom co-operative bank irL such a 
case? — It is not hkely that a bank in Madras which has got a branch m 
Tnchmopoly would prefer to send it to the co-operative bank for collection 

6521 Supposing a joint stock bank has an agency m a mofussil town 
would you even then insist that the business should go to a co-operative 
bank rather than to the agency of the joint stock bank? — Such a position 
is never contemplated m our memorandum 

6522 Mr Mann Subedai Aie the Indian joint stock banks members of 
youi Chamber? — Yes, they are 

6523 And you have also indigenous bankeis who are members of your 
Association ? — Yes 

6524 Theiefore, I suppose you, as a lepresentative of the Southern 
Indian Chamber of Commerce, would not stress the question of preference 
-tbo much, becarise your Association’s interests are common? — 

Chairman The witness has already given his unambiguous opinion of 
the Chamber on that matter and I do not see any obj'ect m pursuing the 
matter 

6525 Mr Manu Subedai 1 am only putting the position hypothetically 
The representatives of the co-operative movement have expiessed themselves 
before us that they are not satisfied ■with the existing facilities that are 
given to the movement but wanted further facilities and concessions to be 
made to them. If the co-operative movement had confined itself to its 
own operations of providing the agricultural credit, etc , nobody would have 
any objection to view youi point sympathetically, but when this question 
of commercial banking busmess is raised, do you not think that the con- 
cessions that you ask for might be jeopardised? What is vour view abotit 
this? — My own personal view is that the co-operative societies should be 
prepared to forego these concessions m order to enable them to do banking 
'business of every description rather than stick to these concessions 

6526 Seth Haji 'Abdoola Maroon As a private merchant or banker, at 
present anybody is at a liberty to purchase these bills and arrange for their 
collection Is that not so? — Yes 

6527 How is it then that you are suggestmg that anybody’s hands should 
be forced to have their transactions m regard to this mattei passing through 
a partieulai kind of banking institution ? — My suggestion is that m view of 
-the paucity of banking facilities in this country all the existing organisa- 
tions may be made available for the benefit of the traders and the merchant 
community m general m the matter of easy facilities foi the collection of 
bills 

6528 My point is that if this Committee lecommended that the co- 
operative banks should be enabled tb do' this business m preference to 
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other indigenous banks or joint stock banks and if the last named refused’ 
to enter into negotiations for the puipose of collecting bundles through the 
co-operative institutions, would you then compel the Imperial Bank to do 
this business? — I do not contemplate any compulsion whatsoever 

3529 Mr Dcvadhar It the co-opeiative msticutions will afford cheaper 
facilities than the joint stock or indigenous bankers, then naturally the 
customers will go to the co-operative agency Then, I cannot understand 
wherein comes the question of compulsion? — I agree 

6530 Chan man Seth Haji Abdoola Haroon’s point seems to be this 
Supposing at the headquarters of a distiict there is a branch of a joint 
stock bank At another place there is a district urban bank of the co- 
operative society, but there happens to be no district uiban bank at the 
first station Now a hundi is brought to the bianeh of the joint stock bank 
which the man, who biought the same, wants to be sent to the other 
station, which we might call B ivheie theie is the urban bank Now, the 
bianeh of the joint stock bank lefuses on the giound that it is not good 
business In that case would you compel the bianeh of that bank to 
accept this hundi and pass it on to the uiban bank? — As I have already 
said, oui Association does not contemplate any compulsion at all I might 
further elucidate my point At present the Indian Bank Ltd of Madras 
has not got many blanches m the presidency They sometimes get hundis 
drawn from different parts of the province and even from othei provinces 
as well They generally send these hundis to us foi collection and we are 
usually doing that foi the Indian Bank What the Chamber is suggesting 
is that institutions, on account of the fact that they do not possess a large 
numbei of branches, need not shut themselves aw r ay from the business 
because they can get that work done through the existing co-operative 
institutions 

6531 But then that will depend on a large measuie on the goodwill of 
the parties? — If you make a recommendation of that character, I daresay 
it will have the necessary effect 

6532 Mr Khaiian Your last explanation has cleared up my point id 
a way Let us take the case of the Madias Piovince as the basis 
Madras may have to send goods to places within the province itself or to 
places outside the province, and similarly goods may also be coming into 
Madras from other parts of the province oi fiom other provinces What 
at present happens is, as you have already stated, that there may be joint 
stock banks or indigenous bankers willing to discount the hundis of tradeig 
because of then position and standing but m many cases thev are unable 
to do so either because they have not got branches at the place, of collec 
tion oi they have no recognised agents at present? — Yes 

6533 Tlieiefoie, to that extent trade finds itself m a difficulty m the 
matter of getting hundis discounted when it is felt that this facility ought 
to be rendered available by some organisation? — Yes 

6534 Therefore, I take it that your Chamber suggests that some orga- 
nisation should be devised wheieby it should be possible for a joint stock 
bank or an indigenous banker or a co-operative bank to be able to discount 
hundis drawn on places where they have got no blanches or agencies?— 
Yes 

6535 You have not given us a scheme foi that puipose, but I suppose 
that it is your mtention, as Mr Kasturibhai Lalbhai on behalf of the 
Ahmedabad Mil 1 owners Association told us, that a co-ordination should be 
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‘brought about between the joint stock banks, indigenous bankers and the 
-co-operative banks so that hundis negotiable at a certain place may be 
-collected at anothei place thiough that oigamsation and secondly, to avoid 
the necessity of a double charge being imposed m the matter of discounting 
and collection of hundis? — That is an important point 

6536 Is it the idea of youi Chamber that there should be some mutual 
-arrangement between the existing agencies whereby this double charge 
on collection should not exist ? — The idea of the Chamber is that facilities 
should be available 

6537 As legal ds co-oidmation, at the present moment, accordmg to the 
views of the Chamber, the Joint Stock Banks and the Indigenous Banks 
are loosely scattered without there being any link between them? — That 
is so 

6538 Is it the opinion of your Chamber that if some method could be 
devised whereby some indigenous bankers could be recognised either by 
the Imperial Bank until the Beserve Bank comes mto existence or by the 
Reserve Bank when that comes into existence and if those lecogmsed Joint 
Stock Banks or indigenous bankers could be moie easily trusted because of 
that recognition, gieater facilities would be available to the discountmg 
Rouses m every part of India to discount hundis and send them for collec- 
tion to the recognised banks or bankers ? — In that we include the co-opera- 
tive banks too — The idea of the Chamber is that steps should be taken 
to bung about such a co-ordination 

6539 Is it your idea that if Joint Stock Banks and Indigenous Bankers 
could be recognised by the Imperial Bank, then othei banks and bankers 
m other parts of India would be able to open a list of persons, firms and 
companies to whom bills could be sent for collection and that the machinery 
■of the Imperial Bank or' the Reserve Bank could be helpful for that 
purpose? — Qpite so 

6540 And thus a co-ordination could be brought about? — That is the 
idea 

6541 What should be the terms of the recognition? — That is a matter 
•of detail to be worked out later 

6542 Having got that co-ordination, there can be neither any question 
of compulsion nor any question of preference? — What would happen is 
this As to whether a hundi of a paiticular person, firm or company can 
he discounted by any bank or banker is a question that will depend upon 
their position, standing and respectability Therefore, there can be no 
•question of compulsion There can be no question of preference because 
if you have got a list of persons, firms and companies to whom a hundi 
•can be sent for collection, it is for the original discounter to pick and 
choose to whom that discounter is to send the hundi for collection It 
must be left to the company as to whether it prefers a joint stock bank, 
un indigenous banker or a co-operative bank for the purpose If a person 
can trust an indigenous bank or banker, he can send it to him If it is a 
joint stock bank, he can send the hundi to that bank and if it is a co- 
operative bank that he trusts he is at liberty to send the hundi to that 
bank But what you want is that co-operative banks on which restrictions 
in this behalf have been now imposed should be free? — They should be 
free. 
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0543. Mr Dcvadhar Have you heard a criticism with regard to the- 
business of co-operative institutions that it should be confined by them so 
far as possible to co-operative transactions? — I have not 

6544 Will you restrict it? — I will not 

6545 Aie you m favoui of keeping co-operative institutions free? — Yes 

6546 Chairman You also refer to the desirability of giving facilities- 
for release of imported goods piece-meal on payment to the bank concerned 
Cannot this be arranged by the importers themselves with the foreign 
exporters by splitting up the order into a number of small orders? — There- 
are certain manufactuung firms which fix a minimum limit for oiders to 
be placed upon them and the facilities offered foi people importing a mini- 
mum quantity will not be available to those uho place piece-meal ordeis 

6547 Have you any details regarding any particular manufacturing 
firm 9. — No I have no details 

6548 You suggest that m legard to co-operative societies for cottage 
industries, there should be an all-India federal organisation and depots in 
different centres foi the more economical handling of raw materials and 
manufactured articles You axe probably referring to those cottage indus- 
tries the pioducts of which aie destined for markets outside the province. 
If so, could you name for the information of the Committee a few such 
industries? — I would just refei to the handloom industry for making cloth 
and there is the con industry especially m Malabai, the metal mdustiy, 
i e , making biass and bell-metal which are being manufactured on large 
basis, lacquerware, artwaie, comng woik, matting, bangles, slate, etc 

6549 You say that the experience of industrial banks m the past has 
not been encouraging Could you kindly tell the Committee something 
more about this experience and the particulai bank oi banks you have m 
mind? — There are a number of mdustnal banks which have decent paid-up- 
capital I can give a few names — 

The Carnatic Industrial Bank with a paid up capital of 60 lakhs 

Mysore Industrial Bank — paid up capital 9 lakhs and Deposit 
Accounts 27 lakhs 

The Industrial Bank of Western India, Ahmedabad, paid up capital 
20 lakhs Deposit account 32 lakhs 

The Tata Industrial Bank had a huge paid up capital 

These are some of the instances I could give 

6550 Have any of these banks become defunct oi are they all function- 
ing? — The Tata Industrial and Carnatic Banks have ceased to function. 
The Mysore Industrial Bank is m a moriband condition I am not sure 
about the position of the Industrial Bank of Western India, Ahmedabad. 
Why do you say their experience in the past has not been encouraging? — 
They have not been able to come to the help of the existing industries and 
their position in the money market has not been useful to the industries 
of the country 

6551 Do you think that the assistance from Government would conjure 
hack to life banks of this tvpe 9 — It will cerfcamlv inspire greater confidence 
m the public if Government help is forthcoming 

6552 Was there any trouble with the investing public when the bank 
was started? — The amount of deposits they were able to get was very] 
disappointing 
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6553 Chairman You say that Government guarantee of interest, Gov- 
ernment loans, and Government subscription of shares are essential m the 
early stages ? — I would Idle to withdraw the reference to Government sub- 
scription 

Jn the first place, would you kindly give the Committee a definite 
idea of the period during which these means of initial encouragement would 
be /needed ? — I would fix it for at least a period of 10 yeais 

65]51 ji fr Devadfiar It has been advocated that Industrial Banks 
should be started on a large scale to finance industries with assistance from 
Government Are you m favour of having something like a co-operative 
industrial bank for the purpose of promoting cottage industries with some 
subvention fiom Government? — In my opinion the existing financing 
agencies m the country can be utilised for financing cottage industries with 
some assistance from Government 

6555 Otherwise, you think, the Industrial Banks will not deal with 

cottage industries? — I do not contemplate it ,• 

6556 Chairman Would the Government guaiantee of mteiest apply to 
share capital only or vs ould it apply to debentures as well if any, issued by 
the industrial banks ? — I should prefer to have it applied to both debentures 
and the capital raised by the Industrial Banks 

6557 What would be the amount of Government loans lequned, say 
annually, and at what rate of interest would they be guaranteed? — With 
regard to the first part of the question it is rather difficult to estimate what 
the amount of Government help these Industrial Banks would require for 
carrying on their business It will depend upon the kind of industries that 
are to be financed and the numbei of industries that the banks finance 
I am therefore unable to make any definite budget for them 

6558 What rate of interest will you fix ? — One per cent below the bank 
rate with a maximum not exceeding 5 per cent 

6559 So, there again, you propose that theie should be some foim of 
help from Government? — Yes 

6560 You say that Beserve Funds of Foreign Insurance Companies,, 
foreign banks, etc , should be made available for industries through indus- 
trial banks Is it your intention that these institutions should be required 
by law to invest a portion of their funds m industrial bank shares or deben- 
tures in the list of trustee securities and provide by law that the institutions 
mentioned should invest a portion of their funds m trustee securities? — I 
would be satisfied with the latter portion of the question that debentures 
or shares on which interest has been guaranteed by Government should be 
made trustee securities 

6561 Mr Khaiban Supposing foieign insurance companies do not invest, 
in the shares or debentures even if they are declared to be trustee com- 
panies, would you compel them by legislation to invest a certain portion 
of then funds m trustee securities ?— Yes Once these securities , are made 
trustee securities, it should be compulsory for all insurance companies, both 
national and foreign, to invest at least a part of their funds in such 
securities ? 

6562 Chairman • Would you like to have legislative provision made for 
it? — I would prefer to have it - 

6563 Chairman You say that industrial banks should either have 
branches all over the country or have systematic dealings with commercial 
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banks so that the facility of supply of advances on law materials, etc , up 
to the stage of the finished aiticle can be fully utilised with perfect security 
I take it that your point is that the funds of the industrial banks should 
be fully employed and that m every case the industrial banks should, to 
ensure safety of their funds, have full knowledge of the operations of con- 
cerns to which advances are given ? — That is the mam idea I wish to make 
one suggestion m this connection Suppose theie is an industrial bank m 
the city of Madras with no blanches m the mofussil and an industrialist 
at Coimbatoie requites financial assistance to be made to him If the 
industrial bank is piepared to advance, say, Ks 50,000 to the industrialist 
at Coimbatore, the cheques he may issue on the industrial bank should be 
made cashable at the joint stock bank at Coimbatore under propei arrange- 
ments 

6564 But would not that anse automatically when the industrial bank 
becomes a member of the Clearing House? — It will be a member of the 
Clearing House m the city, but the industrialist who "wants the money 
would be far away at a mofussil station 

6565 I take it therefore that wdieie the Industrial Bank has no branch, 
it wall use a eommeicial bank, if any, that exists at the place as an agent 
foi canymg on its operations? — That is w'hat I mentioned previously 

6566 You say that industrial banks among others may also open current 
accounts and employ the funds in agricultural industries m which a quick 
turnovei is a definite featuie Could you loudly tell the Committee the 
names of some mdustiies of the kind you refer to ? — The mdustnes I have 
in mind are dairy-farming, paddy-husking, ground-nut, decortication, fruit- 
canning, oil-ciushmg and certain other industries of that type 

6567 Do you not want these to be included in the category of cottage 
mdustnes, the financing of which accoidmg to a pievious answer given by 
you should be left to co-operative banks? — It wall depend upon the size 
of the industry Take dairy-farming, if a man keeps a couple of cOwb and 
two buffaloes and does dairying on his own hook, it can be treated as a 
cottage industry, but if it is done on a large scale, I do not think it can 
be called a cottage industry 

6568 You say that the Impenal Bank rate is not a barometer of the 
monetary conditions of the market and that there is a great variation in 
rates from one institution to another Taking first the Impenal Bank rate, 
is it not the rate at which the Imperial Bank ordinarily advances money 
agamst G-ovemment secunties? — The bank late is wuth reference to ad- 
vances made upon Government securities 

6569 Turning next to Exchange banks, I understand that the rate of 
interest foi loans granted by these banks against approved security is 
usually 1 per cent over the Impenal Bank rate There is therefore only 
a fixed variation between the Exchange banks’ rate and the Impenal Bank 
rate Do you agree? — I agree that there is co-ordination 

6570 As regards the joint stock banks, even a small bank like the 
Andhra Bank with a capital of about 5 lakhs toM us m their evidence 
the other day that their rate of advances was 1^ pei cent over the 
Impenal Bank rate subject to a minimum of 7 per cent I gather that 
other joint stock banks also follow the Imperial Bank rate, with a difference 
of j- per cent , 1 per cent , etc Do you theiefore agree that so far as the 
joint stock banks are concerned, they also follow the Imperial Bank 
rate?— As categorically stated here, it is correct 
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6571 Turning now to indigenous bankers, I shall for the present confine 
mivself to the Chettivars, the Multams and (he Marwans mentioned m the 
Madias Committee ’s report I think they are all indigenous bankers? — 
There aie the Kalladakunehi Brahmins also 

6572 The Madias Committee say that the 'Chettiyar’s lending lates 
depend upon the amount lent on security and vary commonly from >9 to 12 
per cent for first class mortgages m towns and m villages about 3 per 
.cent higher and that clean loans aie 9 to 15 per cent m towns and up 
to 18 per cent m villages The Multams do the best of their business 
at rates varying from 9 to 13 per cent and also lend dp to 18 per cent m 
small loans on weak security The Marwans are said to lend at rates 
varying from 9 to 12 pei cent ordinarily on mortgages and 12 to 15 per 
cent on piddUce and 12 to 18 per cent on promissoiy notes Of tliese 
three classes of bankers, the Madias Committee ieport that the Cbettiyars, 
in addition to receiving deposits at much higher rates than those given by 
joint stock banks, borrow fiom the Imperial Bank on joint signature usually 
at 1 pei cent above the bank rate m Madras It is said tbnt Multams 
obtain deposits at comparativ eh low rates and m additioh borrow at the 
bank late fiom the joint stock banks, chiefly the Imperial Bank, the 
Indian Bank and the Exchange banks The Marwans, it is stated, have at 
their back the accumulated funds of the community, oidmarily at a low 
late, and do not boirow on a laige scale from other banks noi obtain much 
by local deposits It is, therefore, these indigenous bankers that do not 
exactly follow the Impel lal Bank rate Would you kindly tell the ..Com- 
mittee (a) V liat the diffeience between the lending lates of these bankeis 
and the Imperial Bank rate is due to, ( b ) whether the lates charged by 
these indigenous bankeis can be made to follow the Imperial Bank rate 
and (c) what steps you would suggest foi bringing this about ? — By saying 
that “the bank rate m India is not a baiometer of the monetary condi- 
tions of the market at all times” I mean that the bank late itself is not 
an index to show the late that is to be chaiged upon demand for money 
in the market, as geneially it may not be fixed according to demands that 
arise m the money market 

6573 You have not pUt it here from that point of view There is the 
sentence “there is tkerefoie a great variation m rates from one institution 
to afiothei ” — The lates may have a relation to the bank late, m the case 
of the Exchange Batiks and Indian joint stock banks But often times, it 
is found that when the bank late is laised, funds m the market are plentiful 
and unlendable even at very low' rates, foi example, on 31st October 1929, 
the iate was raised to 7 p’er cent when money could not be lent at 
■2 pet cent Easy money prevailed till the end of 1929 although the 
bank rate w r as 7 per cent 

6574 I pointed out to you that the exchange batiks and Indian joint 
stock banks follow the Impendl Bank’s iate, therefore to that extent, that 
statement is not correct Theii we come to the various classes of indigen- 
ous bankers and m their case, undoubtedly, there is a great difference 
between the rates charged by them and the Impehal Bank’s rate, and on 
that I have pUt to yoii thide questions? — The difference between the lend 
ing rates of the indigendus banker ahd the Imperial Bank is due mamly 
to want of free accommodation to merchants by both the Imoerml Bank 
tad the joint stock banks, 

8575 We know that m some cases the rates changed do to soihe extent 
bear a relationship, but is nbt the mam reason the nature of the 

You III* ' J ‘ " 
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security ? — That is one of the salient reasons Even on first class securities- 
merchants who are unable to obtain any accommodation either from the 
Imperial Bank or from joint stock banks have, willy-niily, to go to puvate 
bankers to keep then business going and boirow at high rates 

6576 But on fiist class securities are the rates charged materially higher 
than the Imperial Bank rate? — Even on good securities the rates charged 
by indigenous bankers are substantially higher 

6577 Mr Manu Subcdar When the flow of ciedit is facilitated by the 
establishment of a joint stock branch or an Imperial Bank bianch at a 
particular mofussil centre, do not the rates come down, the securities re- 
maining the same? — The tendency is for the rates to come down 

6578 Theiefore, if there was a closei linking up and wider structure of 
ciedit, the lates would come down? — They ought to 

6579 Dr Hyder Am I to understand from your answer that the one 
remedy to bring down the high lates of mteiest chaiged by indigenous 
bankers is the establishment of more blanches of joint stock banks and 
other banks in those places? — That w r ould make ciedit more easily available 
to the merchant 

6580 Chairman If the only remedy you can suggest is the establish- 
ment of moie branches of joint stock banks oi of the Imperial Bank, then 
we need not puisue the question But if you have other remedies to sug- 
gest, will you please let us have them? — If ciedit facilities aie made easier, 
then the tendency is foi the lates to go down 

6581 How would you make the credit facilities easier? — They avail' 
become easier wdien there is a large amount of capital available m the 
hands of bankers 

6582 Is it your position then that the indigenous banker, avhetlier he 
is a Multam or Chettiyai, cliaiges a high rate of mteiest because the 
capital m his possession is limited ? — It is limited and to supplement it he 
geneially goes to the Imperial Bank and other joint stock banks 

6583 Are not these Chettiyai films investing the bulk of then capital 
outside the Madras Presidency? — Yes, they invest a good portion of it out- 
side India 

6584 Fiom the reports of the Piovmcial Banking Enquiry Committees 
of Burma and Madias, I have gatheied the impression that not only a small 
fraction of their capital is invested m other Presidencies, but also a sub- 
stantially laige portion of it is being invested m Burma, m the Federated 
Malay States, the Stiaits Settlements and as far east as French Indo-Chma 
That does not indicate a dearth of capital? — There is dearth of capital m 
the countiy and by the provision of additional capital, ciedit facilities to the 
meichant will become easier 

6585 Your position is that, quite apart from the institution of more 
branches of the Impenal Bank or other joint stock banks, if by some means 
or other the capital available to the indigenous bankers could be increased, 
the rate of interest -would go down automatically? — My submission is that 
theie is a deaith of capital in the mofussil centies for meichants and 
tiadesmen and that arrangements must be made to increase the amount of 
capital 

6586 Assuming that there i« this dearth of capital and supposing it 
were possible to take steps by -which the capital m the hands of indigenous 
bankers could be increased,- wouldrthat by itself lead to a reduction m the- 
rate bf interest charged by them? — It may 
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' 6587 But would it? — I cannot give a definite answer , 

6588 Mr Devadhar „ Would it not come down with the expansion of 
the co-operative movement? 

6589 Chav man When you gave evidence the other day befoie us, you 
suggested that action should be taken by law to fix the rate of interest 
to be charged by an indigenous banker on his advances If the remedy, as 
you now say, is to make more capital available to them and then if 'the 
rate of interest would go down automatically, the other remedy is not 
necessary 

6591' Mr. Jamal Mohamed Suppose theie are places where facilities 
are not available from the Imperial Bank and other joint stock banks, and 
the indigenous banker had a monopoly of the business, do you think the 
rates of the indigenous bankers would go down if credit facilities were avail- 
able easily and extensively from the Imperial Bank and other joint stock 
banks ? — Quite so 

6591 You want more financial facilities, not for the indigenous banker 
as foi the merchant who goes to the Imperial Bank and other joint stock 
banks ? — That was my answer 

659H Chairman Then there was the additional point which I put to 
you, and I was trying to find out what the substance of that point was 

6593 Coming to the last link m the chain of the financial organisation 
m India, namely the moneylenders, you are no doubt aware that the reasons 
for the high rate of interest are many, such as the llhteiacy of the bor- 
rower, the absence of any distinction between short and long term loans, 
the indebtedness of the agriculturist, etc , and that it is theiefoie difficult 
to make the rates paid by the cultivatoi follow the Imperial Bank rate 
without taking steps to deal with every one of the several defects m the 
existing system of rural finance ? — These are so many causes which put up 
the rate 

t 

6594 You say that the Association of the Exchange banks can easily 
screw up the rate as they command a good portion of loanable funds 
You are aware that the Bank rate m India is fixed by the Imperial Bank 
of India and that the Exchange Banks’ Association has no voice m the 
matter Would you theiefore kindly explain what you mean and give any 
concrete instances m which the Association of Exchange Banks have screwed 
up the rate? — The -whole idea conveyed by this statement is that the Ex- 
change banks have a laige monopoly of loanable funds m this country, that 
they aie also able to ge+ funds from abioad at cheap rates of interest and 
that they aie thus m a .position to lend at low rates But they keep a 
high maigm of profit for themselves and lend -with lefeience to the Imperial 
Bank late I contend that it is possible for them to lend money at much 
lower rates than the Imperial Bank rate 

6595 Your proposition is that, owing to the resources at their disposal, 
they are m a position to lend money at lower rates than the Imperial Bank 
By ‘screwing up’, you refer to the fact that actually they maintain the 
Imperial Bank rate? — Yes 

6596 Mr Mavu Subedar Is it your suggestion that deposits are laigely 
concentrated m these exchange banks at the centre, that money is thus 1 
depleted from districts and that the rates in districts are thus raised? — * 

iSeB. 
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6597 Is it not the position at present that indigenous bankers atb 
largely dealing with their own capital and with probably small additions and 
deposits w Inch they are able to get m sorrie cases ? — Yes 

6598 They supplement their funds by the Impenal' Bank advances or 
discounts of hundis, but these limits of hundis at present fixed by the 
Imperial Bank are extremely small for each individual class of banker? — 
Yes 

6599 They do not extend facilities to some indigenous bankers at all? — 
N o 

6600 Therefore the element of ciedit in the dealings of the indigenous 
bankei at piesent is extiemely small? — Yes 

6601 If, theiefore the indigenous banker was enabled to get a larger 
amount of re-discoyntmg facilities and thus raise money on lus own credit, 
his total available working capital -would be largely mcieased? — Quite so 

6602 If that is increased, -would the lates of intei est come down m the 
distnets 9 — It is likely 

6603 Mr Jamal Mohamed Suppose the exchange banks get money 
abroad at 3 per cent , they can affoid to lend it lieie at 5 per cent , but 
instead of that they keep a laige maigm foi themselves and lend at 6 per 
cent Natuially it has an influence on the money market and it brings 
down the late You call it screwing up the late? — Quite 

6604 Ohavman Have you any definite information on this or aie these 
your impressions? — They aie impressions gathered from talks with mem- 
bers of the Chamber 

6605 When money lates are high m India and low' m England, do not 
the banks m India, including the excliango banks, bung out money from 
England 9 — The Exchange banks do get money from England when the late 
m England is lew, but those funds are not available to other banks 

6606 I put the w r oids “including the exchange banks” deliberately, 
because a piomment Indian banker told us the othei day that he also does 
the same thing? — That may have been a special case 

6607 Mi Manu Subedai The Chairman of the Lloyds Bank m the 
United Kingdom, speaking of the London money market, said the other 
day that no funds w 7 ere taken fiom the London money market, so fai as 
his bank was concerned, for use m India, but that it was Indian funds 
which -were supplying all the advances made m India If that was so, 
there is no question of the exchange banks bringing out laige funds here 
from London, but the suggestion has been made the other way, viz , that 
they take large deposits m this country and use them not merely foi making 
Jndian advances, but for making advances between heie and Hongkong and 
the East Have you any 7 definite information that exchange banks do 
actually bung out funds from England to India for investment m India, 
f e , for making advances? — Occasionally it may so happen that the funds 
ui their hands are not found sufficient to carry on then business and they 
have to depend upon English funds 

6608 Have you any specific information on the point? — No 

6609 Do you not think that the Exchange Banks are also utilising the 
funds that they are able to raise in this country abroad during the slack 
season? — That is also possible That is only our general impression but 
we have no definite information 
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(5610 Chairman: You have pointed out various difficulties in the way, 
of industrial enterprises, namely, that Government are not actively sym- 
pathetic towards the promotion of indigenous industries, that the public are 
uneducated m the technique of investments and that industrial life is oniy 
just co mm encing In view of these difficulties, do you think that the 
establishment of industrial banks is likely to meet with success ? — That exact- 
ly is the reason why industrial banks have got to be started 

6611 Who will provide the capital? — In spite of the other difficulties, 
we think a ceitain amount of help will be forthcoming from the State 

6612 It is quite possible that Government may be quite unsympathetio 
as you yourself say, even if this Committee made a recommendation to that 
effect Leaving that question aside, you do not however intend that it 
should be a State Bank? — No 

6613 You do not- want the State even to purchase shares and that being 
the case do you not think that the popularity of the concern is liable to bo 
interfered with and do you not anticipate difficulties m the matter of 
raising its working capital? — The fact that there is a guarantee of interest 
on debentures by Government will be sufficient to attract capital from the 
public for these industrial banks 

6614 You say that industries can inspire confidence only if the tariff 
is sufficiently high to protect them What will be your answer to the 
critic who says that the public will have confidence m those industries only 
which aie suited to the present conditions of the country and which are 
well conducted and that industries which do not satisfy these requirements 
cannot command confidence even though they may be protected by a 
high tariff wall, as they could never be a success? — I shall be thankful 
if you will kindly explain to me the import contained in the latter poition 
of the question “that the public will have confidence in those industries 
only which are suited to the present conditions of the country, etc ”, 

6615 The intention of that is that the product of the industries will 
be m demand and not fall m market value — My contention is that so long 
as tariff regulation is available, sufficient capital will be forthcoming for 
such industries 

6616 Even if there is not any outlay for the industries? — I have m 
view the textile industry If this industry is properly protected by tariff 
regulations, there will be better field for that So also the oil crushing 
mdustiy, paints and varnishes, dyes, colours, etc , etc 

6617 I understood you to mean that theie should be an arrangement 
foi fostering and not limiting the industry? — The country as large enough 
to absorb the product# of both the hand-loom and the mill industry, 
m the case of textile mdustiy 

6618 Will the tariff itself help these textile mills to grow up? — I 
think so 

6619 That is your deliberate opinion even after reviewing the present 
condition of the country? — -The present conditions m India are excep- 
tional I only speak of general conditions 

6620 Mr Menu Subedar You say m your memorandum that Govern- 
ment are not actively sympathetic towards the promotion of indigenous 
industries I suppose you refer there not merely to tariffs oi to fin ancial 
.facilities, or to the purchasing of the output of the industries oi railway 
rates, r but that you refer to the conglomeration of all these put together? — 

_ "Yes ' 
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6621 Even when the raw material is there and the necessary capital 
is there and there are enterprising people willing to shoulder the develop- 
ment of the industry, Government mostly stand aside and if the industry 
could be saved by timely assistance, even then Government is loathe to 
come to the rescue Is that what you mean ? — Quite so 

6622 So then you agree that if Government rendered propei assistance 
that would bring greater confidence to the investing public Is that so? 
•—Yes 

6623 You say that Government aie not actively sympathetic towards 
the promotion of indigenous industries and that industries can inspire 
confidence only if the tariff is sufficiently high to protect them Supposing 
that theie is no change m the policy of Government, would you still 
advocate the establishment of an mdustnal bank? — Yes, I would advocate 
the establishment of an mdustnal bank even without any Government 
help 

6624 You refei to an Industrial Bank m each province federated to an 
all-India institution Would you kindly explain a little more fully the 
nature and functions of the all-India institution to which the piovmcial 
industrial banks should be federated? — My idea m referring to the federation 
of piovmcial banks and an all-India federation is for this puipose, that the 
growth of mdustnes m different provinces attains diffeient heights and it 
may be necessary to mobilise funds for the respective piovmcial mdustnal 
banks and to control the distribution of those funds to these provincial 
banks an all- India federation is necessary 

6625 Youi idea is to have an all-India federation for the raising of 
capital ? — Yes 

6626 Mi Khaitan Piovmcial banks will exist m each province Then 
there is to be an all-India institution to which these provincial banks will 
be affiliated? 

6627 Would that all-India institution have its own share capital? — 
As it has got to provide funds, it must have its own capital 

6628 Chairman What do you want this all-India institution to do? — 
It will have to help m the mobilisation of capital for helping these provincial 
banks by bringing them prominently to the notice of the public 

6629 How will it raise funds? — With an influential board it will be 
able to raise funds 

6630 Do you mean to say that the all-India body will do the advertis- 
ing and the propaganda pait of it for furthering the interests of these 
provincial banks? — Yes, for drawing m capitalists to invest funds 

6631 Mr Khaitan The All-India Boaid according to you cannot 
issue debentures, has no shares to offer to the public, cannot accept deposit 
or cunent accounts, how then is it that you contemplate that it will be 
able to raise funds? — By propaganda and by advising the pubhc to invest 
in the provincial banks 

6632 Mr Many. Subedar Is it also your point that the all-India 
Board will exercise judicious discretion in directing and controlling the 
'activities of provincial banks with a view to avoiding over-production m 
regard to the various industries and such other matters? — Yes, the Board 
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should have control over the 'provincial banks. Representatives of the 
provincial banks will be on the all-India Board and they will be invested 
with such powers i 

6633 You will give them the power of supervising and control? — Yes 

6634 Mr Khaitan Would the all-India body have the right of veto? 

. — Veto in regard to what? 

6635 Chairman Supposing your provincial bank m Madras decides 
on the estabhshment of a cotton textile mill m Coimbatore I want to 
know whethei you will vest the power of vetoing this suggestion m the 
hands of the all-India Board? — Yes, that will have to be finally decided 
by the all-India Board 

6636 Then is it your suggestion that every proposition must be sent 
to the all-India Board foi consideration by the provincial bank before a 
Joan is granted? — It will be safe if that can be done 

6637 Mr Manu Subedar The elimination process can fiist be done 
by the provincial bank and the provincial banks themselves can, on the 
merits of each case deal with smaller propositions Would you agree to 
that suggestion? — The general principles can be laid down by the Central 
Board and only laige propositions need go before the Central Board for 
sanction 

6638 Chairman Will any portion of the capital of the piovmcial bank 
be raised by the provincial board independently of the central board? — 
The idea is that the provincial bank should be permitted to .collect as much 
capital as it can do so locally and the balance could be found by the 
Federal Board 

6639 Therefore, your idea is that the Central Federal Boaid’s function 
is to supply additional capital and it is m that connection that the Federal 
Board should work? — Yes 

6640 Then you contemplate the provincial bank will raise its capital 

.as much as possible independently and then the all-India institution will 
again raise capital on the provincial basis for that particular bank Is that 
so? — Yes * 

6641 So far as this Committee is concerned, various views have been 
placed before us, some witnesses favouring only an all-India institution 
while others recommend the formation of piovmcial banks So it is that 
we want to know definitely your Chamber’s recommendations m regard 
to this matter So far we have obtamed from you this information that 
each Piovmcial Bank will laise its own capital up to a certain stage 
without the help of the all-India institution Is it part of your scheme 
that this all-India institution will raise its additional capital to feed the 
provincial banks? — Yes 

6642 On -what < security? — On the security of the assets - of the 
provincial institutions 

1 6643 Will the all-India institution raise > additional capital on the 

security of all provincial banks taken together or of individual banks 
separately? — It must be with reference to each individual provincial bank 

6644 Therefore, while confining ourselves to Madras, this all-India 
institution will raise additional capital all over India specially earmarked 
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for the province of Madras and which the former considers satisiactory ? — 
Yes/ our view is that the all-India Board will be in a position to obtain 
funds through their influence from other parts of the country 

6645 Mr Jamal Mohammad Yo,u also contemplate getting large 
sums of money from Government as loan without interest or at a low 
rate of mteiest for these industrial banks? — Yes 

6646 Then although each province may think that its claim is fore- 
most, one province may be moie important from the point of view of an 
industry while the othei may be a little less important, you want the 
Cential Boaid to distribute the funds according to the needs of require- 
ments of the various provinces Youi idea is that the Central Board 
being a detached body will be able to impartially decide the requirements 
of the various provinces? — That is so 

. 6647 One province may be more important than anothei from the 

industrial point of view and therefore your view is that the Central Board 
should not only decide the policy but should also distribute the funds 
according to the needs of various provinces m the country ’• — Yes 

6648 Chairman Theiefore, to that extent you modify what you told 
us a little while ago? — Yes 

6649 Supposing the provincial bank manages to raise funds from 
outside its own piovmce as well without the help of the Central Board, 
then would you give the former the final voice m the mattei of investing 
the money? — These are all matters of detail which can be mquned into 

6650 Mr Ramdas Pantulu J Supposing in a particulai province one 
of the industries occupies an important place and if there is a depression 
in that industiy (such as the cotton industry m Bombay at piesent), will 
the piovmcial bank be not lut by any depression m that industry, a 
depression which is likely to depreciate its debentuies and shares? 

6651 Chairman Accoidmg to his scheme it is the shares that are 
raised by the Provincial Bank and not the debentures that aie raised by 
the all-India Cential Bank The depression is not expected to continue 
eternally Any trade m the case of which there is some tempoiaiy depres- 
sion at present is likely to levive after some time 

6652 Is it possible to gauge the period of depression m an industry? 
— That will depend on the nature of each individual industiy 

i 

6653 You admit that there must be proper security foi these deben- 
tures which the All-India Institute issues and out of which it supplies- 
funds’ — There must be propei security behind the Government loans which 
are made to these institutions 

6654 On vhat secunty will the Provincial Industrial Bank be advanc- 
ing money to mdustiial concerns’ — All that I can say is that there must 
be adequate security 

6655 Chairman You say that foi the sake of security to its invest- 
ments, the supervision of industries by one of its officers will be unobjec- 
tionable Would you kindly tell the Committee what kind of supervision 
von have m view and whether one officer will possess the technical know- 
ledge required' fbr the supervision of all the industries with Which the 
industrial bank will have business relations? Now that you haye explain- 
ed your scheme -more fully, viz ,,,that the operation^ of ,.fhe. All-India 



Institution, will coyer all sorts of industries in the province, that makes it 
alb the more necessary for me to know your views on this question If, 
however, yoy. h^ve not tbo\igb,t abput ijhe matter I will chop it. (No. 
answer ) Supervision as to, financial standing, , stock, relations to the 
markets, borrowing elsewhere, etc 

6656 In view of the assistance which you propose th,at Government 
should render to the industrial banks, namely, guarantee of interest, loans- 
and subsciiption for shares, would you provide for tfie exercise of adequate 
control by the Government on the activities of the industrial banks’? — 
It is with that idea that I suggested that there must be supervision by 
technical officers m the affairs of these industrial banks A technical 
officer is not the light sort of person who can control the interest of 
Government, i e , the tax-payer, m a huge concern of the magnitude 
which you have now placed before us 

6657 Dr Hyder Do you mean technical officer or financial officer? 

Witness (in answer to Chairman) Government will have to guarantee 

interest on the pnvate shares, they will have to guarantee interest on 
the debentures, they will have to advance large sums of money 
'These shaies and debentures of the Industrial Banks should be 
declaied to be trustee securities by legislative enactments and certain 
.institutions like the foieign banks and insuiance companies should be 
compelled by legislation to mvest a portion of their funds m these 
trustee securities All these will involve large responsibilities on 
Government 

6658 What would you provide as adequate control on the actmties- 
of these Industrial Banks? If you have not thought of that, you can say 
so — Contiol on the propoition of cash to liabilities, soundness of invest- 
ments, general management, etc If there is any lapse, a thieat of 
reducing Government assistance ought fo suffice 

6659. Chairman You say that foreign trade is well financed by the 
exchange banks I take it, therefore, that the financial facilities required 
by exporters and importers, whether Indian or non-Indian, are fully 
supplied at reasonable rates by the exchange banks? — It does not neces- 
sarily follow from the statement made that facilities required by exporters 
and importers, both Indian and non-Indian, have been provided by 
exchange banks 

6660 Your point is then, that, Indians do not receive proper- facilities? 

’ — That is my point 

6661 I take it, therefore, that when you refer to Indian exporters 
being encouraged, by means of restrictions on the operations of the present 
exchange banks and by allowing the Imperial Bank to open exchange 
business, you want really to secure more favourable terms to the Indian 
exporter than to the non- Indian exporter? — Yes, that is the position 

6662 Mr Manu Snbedar At present there aie no Indian banks doing 
exchange business? — -No 

, 66,63, You are speaking m your representative capacity but you are 
also an experienced banker So you can gay whether it would be easy to 
bring into existence an Indian bank doing exchange business? — "Under 
present conditions, it would be very difficult 

- 6664 £ large-, amount of t deposits, which the exchange banks 'hold are 
froixij the Indi,ap pybkc Is it not ?-r-Yes , > , , r- , 
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6665 And the use of those deposits is not available to the Indian 
(business men? — No 

6666 Therefore, you would hke something to be done by which these 
funds can be made available to Indians? — Yes 

6667 Dr Hydcr You have said m para 1 of Section II of your memo 
randum “the exchange banks are at present m a position to discriminate 
not only between expoiter and exporter but between article and article and 
between destination and destination’’. Can you explain this to us more 
fully 9 — What I mean by that statement is that greater facilities are 
available for non-national business men at the hands of the exchange 
banks When I said between exporter and exporter I make a distinction 
between Indian exporter and foreign exporter 

6068 What are those facilities to which you have been referring 9 — 
Facilities m the matter of discounting export bills 

6669 Is it your view that all bills of Indians are discounted at higher 
rates? — The Indian expoiters are unable to get favourable terms for 
their bills 

6670 How do you distinguish one article from another aiticle? — I mean 
raw matenals as distinct from manufactured goods 

6671 Dr Ilydci Your view is that exchange banks use disci lmmation 
on making money? — Yes, because theie is no fear of their funds lemaming 
unemployed thereby 

6672 Is that a fan business proposition? — That is my impression 

6673 The exchange banks are there for the sake of profit, not for 
love 9 — They aie there for the sake of profit, and they are m a position 
to dictate and enforce 

6674 If they get then piofit fiom manufactured articles, how can you 
say that they run away from the profits? — I say that sufficient facilities 
are not offeied, it may be that in certain cases they allow bills to be 
■discounted, but generally Indian manufactured goods do not g e t that 
•amount of facility which they ought to 

6675 What exactly do you mean when you say that they are m a posi- 
tion to discriminate between destination and destination? — They discri- 
minate whethei the place to which the export is sent is England or some 
foreign country 

6676 Is it not that really it is merely a fine rounding of the sentence 
rather than a fact? — I do not think so 

6677 Mr Buckloy Would your Chamber kindly favour the Committee 
with specific instances to substantiate those three statements, viz , that 
■exchange banks discriminate between exporter and expoiter, between 
article and aiticle and between destination and destination 9 -— -I shall try to 

6678 Chairman Will you please send us a statement giving specific 
■cases of the discrimination m these three classes of cases? I can assure 
you that the information will be treated as confidential — -Yes 

6679 You suggest that the stamp duty should be abolished m the 
case of three months’ bills and reduced by one-half m other cases The 
Madras Committee, however, recommend that the dutv should be reduced 
by one-half m all cases and do not see any reason why bills for diSerent 
terms of usance should be taxed at different rates Would you kindly 
tell the Committee your reasons for making a difference between bills for 
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tfhree months usance and other bills?— The reason for this is that the 
large majority of bills that are drawn are for short periods of 3 months 
usance, but I think my Chamber would be agreeable to the recommenda- 
tion made by the Madras Provincial Banking Enquiry Committee not to 
make any difference between one class and another class of usance bills, 

6680 You say that Port Trust warehousing is primarily for export goods 
and that theie is no system of raising money on Port Trust warehouse 
receipts, which is a serious handicap to trade and commerce 1 should 
like you to make your point a little more clear by taking, for example, 
the case of giound nuts I gather fiom the Madras Committee’s report 
that when the ground nuts come to the ports, they are already paid for 
by the exporting firms m most cases and that the exporting film is able 
to get advances from an exchange bank on the credit of the shipping 
documents and that in certain cases vhere the exporting firm’s credit is 
strong, the advances are also got on clean bills Would you kindly tell 
me what further facilities aie required? — I do not refer mainly to the ground 
nut export trade, but there are other commodities that aie being exported 
from Madras 


6681 I gave you one instance taken from the Madias Committee’s 
report Would you admit that the facts in that instance are as I have 
stated? — That to a laige extent is conect Barring the Enghsh mercantile 
houses who get clean credit fiom exchange banks, there are other mer- 
chants who also export ground nuts, but to them the provision of Ware- 
housing and getting a warehouse receipt upon which they could raise 
further credit would be a great help 


6682 The point is that there aie non-Indian exporting firms and Indian 
exporting firms? — Yes 

6683 Could you give us one or two big Indian exporting firms doing a 
substantial amount of this business? — There is a firm called K C 
Jayarama Reddy & Co who export ground nuts abroad 

6684 Where are their headquarters ? — Madras itself 

6685. Mr Bamdas Pantulu Do not Messrs C K Narayana Ayyar 
-and Sons, do this business? — They are not m business now 

6686 Mr Buckley Did not Messis C K Narayana Ayyar and Sons 
get any facilities fiom exchange banks? — They did have facilities for a 
considerable time 

' 6687 May I tell you that they had considerable facilities? — I am not 

disputing that 

6688 Chairman You admit that when they weie m business they 
were getting considerable facilities from exchange banks? — Yes, but the 
Exchange Bank suddenly lost confidence m them 

6689 Are not Messrs Reddy and Company getting any facilities 
from exchange banks, or are they getting any?— I am not quite sure 
whether they are getting facilities beyond a stipulated point 

6690 I should hke to know precisely what your answer is Are they 
gettmg facilities or have you no information? — I have no information 

6691 Therefore, so far as the ground nut trade is concerned, you cannot 

produce any concrete instance to establish that exchange banks deal differ- 
ently with -Indian exporting firms as compared to non-Indian exporting 
firms ? — My statement was a general one, f 6 



6692 Therefore you cannot give any instance in regard to the ground 
nut trade —Not at present 

6693 You mentioned Messrs Reddy and Company The Com- 
mittee mil be obliged if, when you get back to Madras, you will make- 
enquiries from the firm and let us know whether they are getting any 
facilities from exchange banks? This mfoimation wall also be treated 
as confidential. — Yes 

6694 Coming to other trades, can you give us any specific case? — 
There is the trade m hides and skins which is very largely done In this 
case most of the goods come into the Madias port from mofussil stations- 
and a provision of warehouse ip the export maiket and' issue of receipts 
would help tiaders to raise credit on those waiehouse receipts 

6695 As it is, m regard to hides and skins, are not there warehousing 
facilities at present’ — There are some godowns belonging to private 
merchants 

6696 And aie not these facilities adequate? — No 

6697 To the extent that there are facilities, do the exchange banks not 
give piopei credit facilities on the warehouse receipts’ — There are no ware- 
house receipts issued at all, the goods are m private godowns 

6698 And the private godowns do not issue warehouse receipts? — Their 
warehouse receipts are not negotiable 

6699 £>o they or do they not issue receipts ? There are two aspects of 
it, they maj not be issuing receipts, or they may be issuing receipts but 
the exchange banks may not attach any value to them I was trying to 
find out the present position? — I have no information whether these godowns- 
are issuing any warehouse receipts 

6700 Mr Jamal Mohammed Refenmg to the ground nut trade, is it 
not a fact that some of the ground nuts which come to Madras aie brought 
there after having been bought by the export houses? — Yes 

6701 It is because the producers up-country have not got facilities at 
Madras to store them that many a time they are obliged to sell them 
beforehand Is it not foi the benefit of the producers of ground nuts that 
you are advocating the establishment of warehouses and issue of ware- 
house receipts, so that they can have better facilities m raising money? — • 
Yes 

6702 As regards hides and skins again, is it not a fact that at present 
private godowns store them and there is no warehouse receipt which fv 
banker would recognise’ — Yes 

6703 You would admit that if a public warehouse were m existence 
it would give facilities for goods to be stored and while the articles are 
awaitmg shipment, the producer or owner could take his own time to> 
raise money on the receipt obtained? — Yes 

6704 Chairman Trom your answer to Mr Jamal Mohamed, I gather 
that this pait of your answer refers not to warehousing at the ports, 
but to warehousing m the mofussil Is that really the position* — It applies 
to both 

6705 The reply m your memorandum refers to accommodation at the- 
ports There is nothing there as regards the mofussil and the question 
itself does not lefer to the mofussil You will find that the section itself 
refers to the financing of foreign trade and not to internal trade I suggest 
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to you that it refers to facilities at ports only — The question refers to' the 
(present practice at ports 

6706 Mr Mann Subedar With reference to the difficulties of the 
Indian expoiter in reference to exchange banks, the' Chairman asked you 
about the cases of people who are m the expoit trade and are not getting 
facilities I shall put to you the experience at other ports It happens 
-that merchants dealing m a certain commodity in a laige way extend their 
business and then they find that if they export direct and find a buyer 
in Europe, they would make moie money So they make this airange- 
ment, but when they go to the exchange bank, they are told that unless 
the European merchant opens a confirmed credit they would not discount 
his bills, but only take the bills for collection, with the result that if a 
merchant is discouiaged m this way once or twice, he stops doing direct 
export business Theie are a large number of people who have attempted 
direct export business and stopped it, they do not continue m the absence 
of facility and therefore the number of cases of mei chants who aie actually 
in the export tiade and who are not getting facilities may not be gieat, 
hut the number of merchants who have stopped direct expoit business 
on account of being discouiaged m this manner is laige Is it the case 
m Madras 9 — It is so 

6707 Chairman Will you kindly send us some instances of that 
also 9 — Yes 

Mr Lamond This has nothing to do with the lack of facilities in the 
maiket of consumption 

Mi Manu Subedar My point is that theie are people engaged m 
handling commodities on a laige scale up to the poit and when they 
attempt dneet export business they get out of it There still remain large 
wholesale merchants in that particulai comrnodHy, but they confine then 
■business to collecting oi accumulating the material fiom inland and 
"bringing it to the port 

Mr Bucldey You are no doubt awaie that it is the custom of the 
maiket in India for expoiteis to voik on letteis of credit opened by 
foreign buyeis That is a piotection as much for the expoitei as it is 
for the bank purchasing the bills Mi Jamal Mohamed will confirm that 
Madras is the greatest expoitmg port in India of hides and skins 

Mi Jamal Mohamed It is not from every country that you get the 
credits 

Mr Bucldey Aftei all is said and done, you must admit that a bank 
must have the light to say with whom it will do business and on what 
terms There are, you know, good firms and there are weak firms I 
put it to you that the hides and skins trade m Madras is largely in 
the hands of Indian exporters and that these Indian firms get advances 
from exchange banks against the hides and skms in spite of the fact that 
there is no Poit Trust warehousing 

Mr Jamal Mohamed The foreign trade is well financed, but in ceitara 
■sections of the export tiade, then funds do not reach inland beyond the 
port of shipment 

Chairman The witness did not adhere to that statement, he qualified 
it, and said that it referred to non -Indian firms but that Indian films do 
not get equal facilities 

, Mr Jamal Mohamed Mr Buckley is referring to export houses being 
financed by exchange banks In Madras we have E>00 to 400 merchants 
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dealing m hides and skms -of whom there may be a dozen who directly 
expoit, they may be financed, but what about the others who want money? 
They have their goods in private godowns and unless they sell their goods 
at the price of the buyer, they would not be able to get any help If 
there wa« a waiehouse, the goods could be stored m it and a warehouse 
receipt obtained which would enable them to raise money 

Mr Buckley What I wanted to say was that there is no discrimina- 
tion on the part of the Exchange banks and the people you refer to- 
are small dealers in hides and skins 

Mr Jamal Mohamed But they are the actual owners You advance 
the middlemen and you are putting funds into their pockets, but the pro- 
ducers and owners go helpless 

Chauman Unfoitunately, the witness when he elucidated the distinc- 
tion between exporter and exporter, article and article and destination 
and destination, leferred to the Indian and non-Indian If he had then 
mentioned the big houses and the small houses, the position would be entire- 
ly dilrei ent As he represents the Chambei, we have to take his statement 
as supplementing the Chamber’s statement and it is because he said that 
and he made a similar statement with regard to Port Trust warehousing, 
that all this has ansen He has been asked to send us confidentially cases 
m which this discrimination between Indian and non-Indian is taking 
place and it is really with reference to that that Mr Buckley was going 
to ask him a question 

6708 You say that m order to prevent banking crashes, it is necessary 
that the banks should be required to insure their own stability with the 
Banks’ Association Would you kindly expand your idea and tell us how 
this insurance would work? — The idea underlying the statement is that m 
the absence of a Central Reseive Bank, which would come to the he^ 
of other banking institutions m time of need, the Banking Institutions 
should themselves contribute from out of their own funds to an insurance 
fund and when they are bemg threatened by a run on them, the funds 
available m the hands of the Association made up of contributions of the 
membei banks may be utilised to tide over that period of run on the 
banks 

6709 You say that the accounts of private firms and individuals doing - 
banking business should also be subjected to periodical examination and 
publication As you know, some of the indigenous bankeis and banking 
films also combine trading with banking In these cases^ would the exam- 
ination cover both the banking and trading accounts and would the balance 
sheets be sepaiate oi combined for the two classes of operations? — If the 
examination has to proceed, both the banking account and the tiadmg 
account should be exammed, because from the banking account advances 
would have gone to the tiadmg account, and the value of those assets 
have to be ascertained 

r 

6710 But would the balance sheets be separate or combined for the 
two classes of operations? — -It would be much better if they are kept 
sepaiate 

6711 What would be the recommendation of your Chamber? — Keeping, 
of separate balance sheets 
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6712 You say that the word ‘banker’ should be restricted to approved^ 
bankers Would you kindly explain what you mean by ‘approved’? — We 
have stated that the persons who use the word ‘banker’ must obtain a 
hcense and that only those persons who are licensed shall be called bankers.. 

6713 Chairman You are of the opinion that the indigenous bankers- 
ought to take out a licence? — Yes, m my memorandum I have said that 
“indigenous banks should be licensed to act as acceptors or guarantors to 
the other banks, they will woik as their agents under prescribed condi- 
tions, lor the purpose of remittance, deposits collection, advances, etc 
Therefore I envisage that the indigenous bankers would be brought under 
a licence if a Bank Act is passed 

6714 I suppose you mean indigenous bankers and not banks ? — That 
is so It is only a misprint 

6715 You say that restrictions should be imposed on foreign banking 
concerns in India as to investment of then funds, limits of foreign 
exchange business, admission to the Clearing House, etc Would you 
kindly tell the Committee what restrictions you propose in regard to each 
of the items? — With regard to deposits that they aie able to attiact mi 
this country, we want that money to be utilised m this country itself 
No export of capital to places outside should be permitted With a view 
to piomote the Indian banks taking to exchange business for the benefit 
of ui's country, the view of our Chambei is that some restrictions should 
be placed on the operations of the foreign exchange banks working m this 
country 

6716 Is it your view that a monetary limit should be laid down by 
law within which the totality of the exchange banks will be allowed to* 
do the exchange business? — Yes 

6717 How would you limit then admission to the dealing House? — - 
I would restrict admission and admit only those banks which are registered 
m India m rupee capital All other banks that aie not so registered will 
have to clear then cheques thxough the national banks of the country 

6718 Your fiist restriction is that no portion of the money deposited 
with the foreign banks m India should be sent abroad and your object m 
so doing is that this money should be utilised m affording better facilities 
to tiade and mdustiy of this country and make larger capital available 
for the movement of crops, etc? — Yes. 

6719 That being so, will you stop the Chettiyais from using abroad the 
capital that they get thiough deposits in this country? — Certainly 

6720 Would you also stop the general public from investing their 
monies m foieign securities, etc , thus making available such funds for 
the benefit of the countiy? — I would not place that restuction m the case 
of private individuals 

6721 If you do not want to restrict private mvestois m foreign 
securities from doing so, what logical reason would you have for restricting 
an Indian depositor who out of his own free will puts his money in an 
foreign exchange bank? — The amount that is invested m foreign securities 
is not quite so large 

6722 Is it your mfoimation that the aggregate amount that is invested 
outsi'H this countiy by people, of this country m securities is not large? — 
But still I would not restrict individual freedom in rpgard to this matter^. 



Though I have no actual information oh the point whether the aggregate 
amount invested lh sUeh foreign securities is large or not 

Lola Barhishen Lai (to Chairman) Would you please tell us what 
that atnouht is? 

Chairman I think it was Sir Basil Blackett who gave that information 
that that figure is quite a large amohnt, but I Cannot say how liiuCh it is 
or whether it is correct 

6723 Chairman (to witness) Suppose that figure is a laige figure on 
the aggregate, would you place the restrictions on individual members? 

No, I uould not 

6724 If laige amounts of Indian capital were being sent out of the 
cc untrv foi investment m foieign securities Mould you by legislation stop 
tbat-’ — I Mould not stop that by legislation All I say is" that it may only 
‘be l temporary phase 

6725 But you do wish to interfere with, the desire of an individual bank, 
whether it be Indian oi foreign, to invest in foieign secunties? — Yes 

6726 Then ill legaid to the Cleaiing House you say that you Moll have 
no objection to banks with lupee capital and registered m India frond 
becoming membeis of the Cleaiing House? — Yes 

6727 In legaid to others you would impose a condition that the} 
should get then cheques cashed tluough the Clearing House through the 
medium of national banks? — Yes 

6728 Would that not be again imposing a disability on the , Indian 

customeis of a foieign exchange bank? Am I not collect m understanding 
your idea to be that ever} bank should be allowed to become a member of 
the Clearing House so as to avoid inconvenience to the customei? — fhlhat 
is so X, 

6729 Would not some difficulty arise? Or would you think that 
people who still piefei to give then custolii to these banks must suffei that 
disability? — That is exactly my poiht In the rateiests of the country, 
Indian exchange banks ought to grow and m oidei to facilitate that growth, 
this tempoiaiy inconvenience ought to be put up with m the larger interests 
of national development 

6730 Mi Jamal Mohammad You are against the export of capital 
from India? — Yes 

6731 In a country like India wheie the industrial development is still 
m its infancy, your idea is to conserve all the available capital m this 
-countiv ahd your idea is to get moie capital from outside as well' if that 
were available? — Yes 

6732 And India is, at any late, not m the similar position of other 
-countries where industrial development has far advanced and where they 
are trying to find out avenues of investment of then funds abroad? — That 
is so 

6783 Chairman Supposing as att act of retaiisation the foteign countries 
also refhfeed to invest thbir fhfads in‘ Iiiaia as you*’ Want then! to db, then 
what wouIdHappen? — I am thinking of additional capital conimg m from 
abroad only if it comes of its own accord - Otherwise we should be satisfied 
with ora own cdpital 

6734 Mr Manrt Subodar- You think that by placing- a restriction on 
the deposits of the foreign hanks in this country, the funds that now go 
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to these banks will he made available for the growth of Indian industries 
and that it will go m as deposits into Indian ]omt stock banks, or invest- 
ment m Government secunties and such other institutions? — Yes 

6735 You also do so m the interests of the Indian depositors them- 
selves, for, at present nobody knows the exact position of these foreign 
banks with regaid to their Indian business alone, there is no audit in this 
country and there is absolutely no sort of Government control over them 
Is it not so? — Yes 

6736 And about the restriction on the export of capital, you said that 
normally you do not think that such export would be considerable and 
therefoie you would not interfere with the liberty of private investors 
investing their monies m foreign securities Are you aware that in 
abnormal times some of the continental countries like Germany, Prance 
and even Great Britain had to place restrictions on the export rl capital 
from their respective countries? — Yes The country has its first chum over 
its own capital 

6737 Now in regaid to reciprocity, I take it that you know that foreign 
institutions now operating m our country are doing business with Indian 
money rather than with imported capital into this country? — Yes 

6738 Your programme, theiefore, merely means that we should better 
oigamse ourselves m this country without interference fiom other foieign 
institutions, and that there is no serious danger of retaliation from abroad? 
— That is so 

6739 Chairman You said that if Indian depositors were prohibited 
from investing their funds in foreign banks, all that money would go into 
the Indian pint stock banks or other institutions -which could be utilised 
for the industrial development of the country Will not such Indian 
investors who deposit their funds with foreign banks at present, prefer to 
increase their foreign investment rather than placing their money with 
Indian pint stock banks m whose stability they may not be quite so 
certain? Secondly will not such monies go into hoards, as a gentleman 
who gave evidence before the Madras Banking Committee obseived? — I 
do not anticipate such a contingency 

6740 How is it that an Indian investor prefers a foieign bank rather 
than an Indian pmt stock bank at present? — Because there are only a 
few Indian pint stock banks at present 

6741 Therefoie, if an Indian' investor withdraws his money from a 
foreign exchange bank, he lias to place that amount somewhere He does 
not find that there aie very many Indian pmt stock banks that can 
command his confidence Therefore, will he not try to invest his money 
m foreign securities on whose stability he has no doubt? — The general 
feeling m the country is for helping Indian indigenous banks and joint 
stock banks with deposits As a matter of fact they are gettmg raereqped 
deposits now-a-days 

6742 That is the experience of your Chamber? — Yes 

6743 Mr Jamal Mohammad Is it not possible that because the 
foreign exchange banks have the monopoly m doing exchange business and 
practically control the foreign trade of this country both in the matter of 
exports and imports, Indian investors are influenced to place their monoy 
with foreign banks? — That is so 

Voi.IH 2 w 



6744 Mr Lamond What is your idea of the Bankers’ Cleaung House? ' 
— It is an association of bankers voluntarily arranged to facilitate cas hin g 
of cheques diawn on them and to settle one another’s claims — You can 
not bring in legislation and prevent two banks meeting at a common place 
to transact then business It seems to, me your suggestion cannot be 
accepted It is interfering with the liberty of the subject , 

6745 Dr Hyder You said you were agreeable to foieign capital 
coming into this country, if it would Would you make 3 our position a 
little more cleai 9 In what shape will capital come in? — By foreign 
capital I mean foreign funds 

6746 You aie anxious that this countiy should develop industrially 9 — 
Yes 

6747 Theiefoie, foreign funds will come m through capital goods or 
other goods, is it not? — I do not think that coiollaiy comes out of my 
statement 

6748 Chan man You suggest that foieign exchange banks should be 
asked to legister then company in India and piovide Local Board of 
Directors with 50 pei cent of the directois and shareholders being Indians 
In the case of an existing bank which has already its capital m steihng 
and which does not requne an} fuithei issues of capital, would you kmdb 
tell the Committee how }Ou wxiuld cany out your suggestion m piactice 9 
— If a banking law 7 is introduced which says that banks which want to 
function m this countiy have to legister themselves under Indian Law and 
with the lupeo capital, the existing banks which have steihng capital may 
have to float a subsidiary company But the difficulty can be met if the 
law’ makes it clear that concerns only with lupee capital and jegistered 
m India can canv on banking business 

6749 Is it youi desne that such a law 7 should be passed 9 — Yes 

6750 Could a ou tell the Committee particularly how 7 you would en- 
suie that 50 pei cent of the shales shall alwmys lemain m Indian hands? 
— B\ pioxidmg a regulation that the transfei of the shaies should not be 
effected to pei sons other than nationals 

6751 So you ad\ocate legislation 9 — Yes 

6752 You say that, the authority to issue, renew 01 cancel licences 
should be the Banking Association or Institution I suppose these foieign 
banks would also be members of the Banking Association Do vou think 
therefore that it is appropriate to give authonty to the Bankers Association 
to issue, lenew or cancel licences of its own membeis? — The Banking 
Association wall have foi its members only such banks as have registered 
themselves m India with rupee capital 

6753 You suggest that the authorised capital and subscribed capital 
and subscribed and paid-up capital should have some definite relationship 
Could you tell the Committee a little more clearly what definite relation- 
ship you would propose? — I would propose that the subscribed capital 
should be 50 per cent of the authorised capital and that the paid-up 

capital should* be 50 per cent of the subscribed capital 

\ 

6754 In addition to a definite relationship between subscribed capital 
and paid-Up capital, are you in favour of laying, down a definite ‘minimum 
monetary limit for paid-up capital of banks either ,on a uniform basis for 
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all banks or on a varying basis with reference to the locality 9 — It must < 
be on’ a varying basis with lefeience to the locality You cannot have 
a single specific limit 

6755 Yoii suggest that a given proportion of the annual net profits 
•should be credited to the Geneial Beserve Can you tell the Committee 
what proportion you would piopose 9 — I would in the first 1 instance suggest 
that 15 per cent of the piofits should be credited to the reserve fund 

6756 Similarly, would you also make your proposal regarding the 
bonowings of the bank m lelation to the paid-up capital of the bank and 
also the peicentage of fluid resouiees a little moie definite 9 — I would ' 
suggest that the bonowing of the bank in relation to their paid-up capital 
•should not exceed 15 times then own capital 

6757 Lala Harktshcn Lai In England 10 pei cent is considered 
adequate 

6758 Chav man The paid-up capital is 10 per cent of the borrowing 9 
— Yes, including reserve 

6759 Mi Ramdas Pantalv How much is it m the case of the co- , 
-opeiative bank 9 Is it not 10 times in the case of central banks and 
12 per cent in the case of the piovmcial banks 9 — I have not mention- 
ed any figuie about fluid lesouices as I have not thought about it 

6760 Chairman You suggest that the balance sheets should show 
"the advances in detail Would you tell the Committee m what detail 
you would lequire the advances to be shown 9 ' — What I had m my mind 
when I suggested that w r as that the kind of securities on winch the in- 
vestments aie made may be made clear in the balance-sheet 

6761 Sir Hugh Coche You would differentiate between the nature of 
the securities 9 What soit of heading would you suggest 9 — I have non nad 
time to put it undei different headings 

6762 Chairman You say that although in a particular instance of a 
bank the assets even exceeded the liabilities, iheie w r as no help forth- 
coming for it to save it fiom the consequences of an unexpected run 
Would you kindly give the Committee some more details of this paiticular 
instance 9 — I refer lieie to the People’s Bank of India m the Punjab 

6763 You say that a kind of temporary moratorium must be peimitted 
when weakness is suspected m a bank’s condition and a proposal for 
amalgamation is on hand oi is likely to be taken Would you kindly tell 
the Committee whether 'you wnuld fix any period foi this temporary 
moratorium 9 — Yes Sir I would place the powers of recommencing the 
temporal v moiatonum m the hands of the bankers and w^ould allow them 
to fix the period at not more than one year 

6764 You say 7 that foieign banks may be enjoined by statute to take 
Indian apprentices legularly Would you make such a legal provision m 
the case of Indian joint stock banks also 9 — Yes I would" advocate that 

6765 Suppose no apprentices go to an institution because it is not 
laige or n^ell ’established Could you tell me how you would deal With 
such a case 9 — I have not thought about such cases 

6766' Chairman You' do not want legal provision for it 9 — I have not 
thought about it 

6^67 You say that indigenous banks should be licensed 'to' act aa 
acceptors oi guarantors to the other banks Would you kindly tell the 

2 w 2 
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Committee -whether by indigenous banks you are referring to the indigenous- 
bankers, as in youi previous paragraph you have said that the word ‘bank.’ 
should be restricted to a joint stock concern? — Yes 

6768 Would you also kindly expand your idea and tell us m more 
detail the functions of these indigenous Bankeis and the advantages you 
expect from your pioposal? — The indigenous bankers are found in the 
country all over the places and if provision is made to accept their 
guaxantee m the matter of banking business, it will result in a considerable 
extension of banking facilities in the country 

6769 Is this the only function which your Chamber desire to entrust 
them with? If not, what othei functions you want them to perform? — -I 
can only state m geneial terms that they must be brought into the regular 
fabric or oxgamsation of the country 

6770 Mr. Ramdas Pantulu You say that "the agricultural or land 
mortgage banks and industrial banks may also open current accounts 
whose funds can be employed m agricultural industries m which a quick 
turnover is a definite feature” I want to know whether you would 
advocate land mortgage banka to make sh rt advances and to take money 
on cuirent accounts? — The sentence has been loosely worded 

6771 By ‘non-credit societies’ you have mainly industrial societies in 
view ? — Yes 

6772 You are speaking of “an all-India federal organisation and depots 
m diffeient centres for such non-credit societies so that then law material 
and manufaetuied articles can be handled more economicallv” Do you 
not think that co-operative centiai banks and co-operative provincial banks 
have sufficient reserves to finance industrial societies when they are 
staited ? — I lefer to organisations for law material and for maiketmg the 
products of these non-credit societies It is to create markets and push 
them 

6773 Something like the wholesale societies working for the various 
societies ? — That is the idea 

6774 Seth Hap Abdoola Ilaroon You say that “public waiehouscs 
should be available m the ports fiom which imported goods can be leleased' 
piece-meal on payment to the bank concerned ” By ‘piece-meal’ do you 
mean package by package ? — I have m view package also 

6775 You mean you w^ould get packages after packages released as 
they are requned? — It may not be possible for small raei chants to sell 
all the imported goods at a time They have to release the goods to their 
retail customeis only m small quantities Theie must be facilities for 
rurther laismg ciedit and leleasing the goods piece-meal 

6776 In Karachi the arrangement is for merchants to keep their own 
godowms^ — I want fuxthei facilities being created, that is all 

6777 Mi Jamal Mohamcd You say that “either a branch of a joint 
stock bank, or a co-opexative credit society oi an approved indigenous 
bankei should be available m all towns to collect hundies attached to 
railway receipts, etc ” It was your idea that because some joint stock 
banks having no branches m other places may not be keen to hand T e 
business destined for othei places, the trader should not suffer, but that 
they should either open a branch or might utilise other agencies that may 
be m existence? — Yes. 
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6778 Was it; your idea to give preference to the co-operative banker or 
the indigenous banker over the branch of the ]omt stock bank? — No, that 
was not in my mind 

6779 Where you refer to public warehouses, I presume that it has 
nothing to do with the piesent facilities which the banks give You are 
merely thinking of a future provision? — That is so 

6780 You say that “if Indian exporteis aie to be encouraged Indian 
joint stock banks should be helped to run exchange business by means of 
restrictions, etc ” Do you think tbeie is likely to be any difficulty in 
Indian joint stock banks being able to do exchange business? — No 

6781 Is there anything inherent disqualifying Indian joint stock banks 
•or Indians to run exchange business? — I do not think there is any mhoient 
•disability m the Indian to run exchange business 

6782 Indians would be quite fit to do the business? — I should think 
•so, there is sufficient Indian talent to carry on the exchange business 

6783 And sufficient justification for a* country like India to do it? — 
Yes 

6784 Chanman I think you said that if foreign exchange banks were 
got rid of, there would be no difficulty m filling up the gap? — I said theie 
was nothing m the nature of the Indian that is inherent in him to dis- 
qualify him to carry on exchange business, there is sufficient talent m the 
country to woik exchange banks when they come into existence 

6785 Mr Jadu Nath Roy You say that “there should be disciplinary 
control over all banking institutions, and even private films and individuals 
doing regular banking business should be required to take out licence and 
their accounts should also be subjected to periodical examination and 
publication” Is it your intention that indigenous bankeis who do not take 
others’ money should be made to publish their accounts? — By ‘banker’ I 
mean a person who not only uses his capital, but takes others’ money 

6786 You do not intend to place a restriction on those who do not 
take others’ mone-\ ? — I do not consider them as bankers 

6787 Sir Hugh Cochc You have made an interesting and rather a 
novel suggestion that m older to prevent banking crashes it is necessary 
that the banks should be required to insure their own stability with the 
Banks Association I do not think you developed that point Do I take 
it that you mean that banks vould pay a premium and get the benefit? — 
Each bank who is a member of the Association will pay a certain percent- 
age out of the net profits to ensure help m times of need when, say, there 
are unexpected runs on the bank This will only be a temporary provi- 
sion till a Central Beset ve Bank is established m the country 

6788 In return for that premium, would you expect a fixed measure of 
assistance, and have you any fixed figure in view? — I have not thought 
about any figure, I have put it in general 

6789 Do you think it a practical proposition for banks to pay a 
premium? — -It will be a kind of reserve, a sort of contribution towards the 
Insurance fund to be utilised whenever there is an unexpected run 

6790 You use the word ‘insure’ Do you mean a deposit with the 
Banks Association which would come back m time of trouble or do you 
mean a premium on which you would get a leturn? — I consider it to be 
a premium, but there will be no return on it It will be to safeguard 
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the institutions, and at one time or other the total funds may, have to be 
utilised for one bank 11 

i 

6791 In reply to the question whether there should be a minimum 
monetary limit for paid-up capital of banks, I think you said theie should 
be a minimum, but you did not specify any amount? — I did 

6792 Would not 3 our minimum be fairly high? Would you have banka 
started with a small paid-up capital? — I would put it at a lakh of rupees. 

6793 Do you think it desirable to start a bank with a paid-up capital 
of only one lakh of rupees? — Yes 

6794 Mr Manu Subcdar With legaid to the scheme for provincial 
industrial banks, I would like to undeistand your stand-point clearly You 
said that share capital should bo laised m the province Suppose a pro- 
vince w r as so backward that it w r as unable to raise the necessary share 
capital? — I would put a condition that the piovmce shall raise the shaie 
capital befoie it expects help 

6795 That particular province may have enormous industrial possibi- 
lities, but its local savings not enough to give you the capital required or 
its local enterpuse not enough to create a bank of the type requned. 
Assuming that it w r as an extremely backwaid piovmce, w T ould it not be 
better foi a branch of an all-India institution to be put there to carry on 
development on the scale justified by the industrial possibilities of the 
place? — The all-Indra federation I contemplate would come to the help of 
the industry after provincial institutions come into existence 

6796 I shall put to you the advantages of having an all-India institu- 
tion If an individual bank in a province could not be started for want 
of share capital, it would do away with the development m that part ot 
the countiy altogether Then there is the question of technical assistance 
which can be bettei supplied by an all-India institution There w'ould also 
be the question of umfoim rates or teims of advancer An industry in. 
Bombay, say, the cotton industry, gets 6 per cent and its rival gets 9 
pei cent , it wxmld not be a fair proposition on the same security For 
all these purposes, w r ould it not be bettei if an all-India institution weio 
started, 01 would you rathei say that so long as the needs of each individual 
piovmce w r ere fully satisfied, you would leave it to this Committee to 
institute a proper, machinery? — I do not foiesee such a long period before 
any territorial area wall remain undeveloped without piocurmg f lie neces- 
sary capital foi starting piovmcial banks There may be some delay m 
backward aieas, but m course of time I expect there would be sufficient 
enterprise coming foith to start such institutions, at least on the model of 
institutions started m other places 

6797 A piovmcial bank may be able to handle matters of a certain 
scale, but in the case of, say, ,keiosene, 01 steel manufactuie, wdiere a 
much laigei consideration is wanted, would not an all-India institution be 
a better body to deal with these requirements? — The all-India federation 
we thought about was only a propagandist institution to yvhip up funds for 
investments m the various provincial banks and foi arranging for the 

flotation of debentures, etc 

\ 

' The Chairman thanked the witnesses and the Committee rose for the 
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Captain Nauru Mohan Roy Choudhry and Mr J N Sen Gupta, repre- 
sentatives of the Bengal National Chamber of Commerce, were examined 

6798 Chairman You represent the Bengal National Chamber of Com- 
merce ? 

>Mr Roy Choudhun Yes 

6799 How long has your Chamber been m existence 9 — Since 1887 

6800 What is its membership? — At present about 315 

6801 What is your position in that body 9 — I am a member of the 
Executive Committee of the Chamber and Mr Sen Gupta is the Assist- 
ant Secretary of the Chambei 

6802 You have dealt with the requirements of the tea industry m your 
answer to question 1 This subject has been fully gone into by the Bengal 
and Assam Provincial Banking Committees and we had ourselves an 
op pen f unity to hear first-hand the case of the tea mdustiy from a Tea 
Planteis’ Association I shall not therefore trouble you with many ques- 
tions on this subject But I should be obliged if you would let me have 
information on the following point Aie the conditions to which you refer 
m your answer to question 1 confined to Bengal oi do they also apply to 
Assam? — They are confined to Bengal and part of Hill Tippera, which is 
an Indian State 

6803 • This is based, I take it, on the personal experience of tea gardens 
controlled ■ by some members of the Chamber? — Yes 
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6804 And the operations of these members are confined to Bengal? — 
Mostly Bengal 

6805 Therefore, would I be correct m assuming that the conditions 
you refer to also prevail m the case of tea gardens m Assam owned by 
Indians 9 — Yes, f hat is the .position I may inform the Committee that 
the gentlemen who appeared before the Provincial Banking Enquiry Com- 
mittee and also before the Central Committee to give evidence on behalf 
of the Indian Tea Planters’ Association, Jalpaigun, are also members of 
our Chamber 

6806 But is this based on the experience only of the two gentlemen 
or of others also 9 — In the mam our memorandum is based on information 
received from the gentlemen who appeared the other day before the 
Committee 

6807 They made it clear that the conditions you are talking of refer 
to gardens whose head offices are at Jalpaigun Are these conditions con- 
fined to those gardens or do they extend to gardens in Assam owned by 
Indians? — They icfer also to Assam and Hill Tippera 

6808 We aie not concerned with Hill Tippera, because it is in an 
Indian State Have you seen the unanimous recommendations of the 
Bengal and Assam Committees on the subject? — Yes, we have 

6809 The Bengal Committee was wholly composed of Indians and the 
recommendation was unanimous and was subscribed to by a gentleman 
who, I understand, is a member of your Chamber 9 — Yea, but he gave his 
-personal opinion and did not go there as a representative of the Chamber 

6810 Whatevei is there must be the personal opinion of the member 
who writes the report or who subscribes to the leport aftei having taken 
onto consideration the facts placed before him As regards Assam, the 
committee was composed laigely of Indians, but I think there were one or 
two Euiopeans I find that these difficulties were brought to the notice 
of the committee not only by the Indian owners of tea gardens, but also 
by non-Indian owneis Still after examining all the facts of the case, the 
committee arrived at unanimous recommendations? — At the same time, 
they want bettei facilities also 

6811 Everybody wants better facilities That will be a matter for 
consideration by this Committee I am only trying to make sure of my 
facts In your memorandum you say “the existing machinery of industrial 
finance having failed to take care of such cases some other agency has to 
be devised having better equipment for more adventurous methods of in- 
vestment ” And you say that such agency can most fittingly be an in- 
dustrial bank Am I to understand from the words used by you that you 
want the industrial bank to lend money either foi fixed capital or for 
working capital to these tea companies on security which would be un- 
acceptable to an ordinary bank or lender, because you use the words ‘more 
adventurous methods of investment’? At the same time I take it that 
it is not your intention that the method of investment should not be as 
safe 9 - -By ‘adventurous’ we mean only sympathetic 

6812 The Assam report has examined various aspects and practically 
*ome of the propositions you put forward were also put forward before 
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-them and they say “We have the evidence" of representatives of 
Tezpur Industrial Bank and of the Dkubri Loan Office to the effect i 
jthey lend money not only for current finance, but for block capita] 
certain Indian tea gardens on mortgage and that in several cases not c 
the principal advanced but the interest remains unpaid ” That sir 
that m all cases the security offered is not safe and it was brought 
in the evidence of the gentlemen who represented the Tea Planters’ Ai 
ciation, Jalpaigun, that the Indian concern or semi-Indian concern i 
had on a previous occasion lent money to tea gardens in Jalpaigun 
certain terms a^e not now making advances on those terms This is ^ 
specific, and when I 'read the woids “more adventuious” I thought ; 
wanted the industrial bank to make indiscriminate advances with 
trying to obtain adequate security That is not your intention ? — No 

<3813 We have been told that some of these concerns which are m 
■stage of infancy and which, if they got proper capital to fully deve 
themselves, would pay handsome returns on the capital invested H 
they ever tried to float debentures apart from the share capital? — We 
not know of any Indian company floating debentures 

6814 Referring to fairly organised middle sized industries like i 
nulls, oil mills, hosieries, etc , which are run by private individuals, ; 
say that loans for meeting deficiencies m working funds are obtainable 
rates vaiymg round about 18 per cent and that loans even on such tei 
are not always available readily to all the borrowers Would you km 
explain (1) why facilities in such cases aie not available from establisl 
banks , (2) "why the rates of mteiest charged by indigenous bankers are 
high, and (3) why only some borrowers are able to obtain loans even 
this high rate and others are not able to get them? — There are very : 
Indian banks who can lend money We have m Calcutta, for exam] 
only two or chiee Indian joint stock banks, but their resources are v 
limited They do not like that money should be blocked for a long ti 
even to provide working funds That is why industries have to pay a h 
rate of interest 

6815 We have been told by other witnesses that indigenous bank 
often help these industrial concerns ? — They do, but they charge high ra 
of interest 

6816 Why is the rate of interest charged so high? Is it due to 
nature of the secunty which is offered? — The lenders do not see whet 
the money is used for business puiposes or not, they lend only on 
personal secunty of the borrower Even m the case of joint stock busin 
they take the peisonal guarantee of the directors 

6817 Because they consider the nature of the personal secunty to 
«uch, they charge high rates of interest ?— They do not take into coi 
deration the nature of the business 

6818 Probably they do not think there is much secunty which - 
business can offer m the shape of machinery, plant, etc We are here 
the question as to why the rate of interest charged is so high? — The lei 
er has limited lesources and wants to make a great profit 

6819 It is not a question of resources He wants +o mak-> large p 
fits out of small sums? — There is no competition 



6620 Mr Sarlar Would I be right m saying that there is no machm>. 
'ery or plant or stock or other goods against w Inch the indigenous .banker 
can lend, and so he lends on peisonal security and charges a high rate 'of 
interest’— Yes This is> the position 

6821 Mr Dcvadhar While speaking of ]ute, coal and other indus- 
tries, you say that most of them aie being run on individual proprietary 
basis (which means that they are not run on a company basis), the owner 
.bringing m .his own capital foi meeting the initial capital outlay, etc Why 

is it not possible to have these concerns run on a corporate basis? Do 
,you thereby want to indicate that there are not many people who have ani 
anterest m the promotion of such industries, who can use supenor to the 
individualistic mtciest and come together as a corporate body to advance 
the interests of the industry in a corporate capacity, which would be recog- 
nised and which would certainly be a sorb of inducement for the money- 
lenders to lend money at a lower rate of interest? — Even to corporate 
bodies a high late of interest is charged 

6822 Then it comes to this, that the money-lender has no confidence 
m the corporate character of the concern, but only wants to take the indi- 
vidual as his guarantee — That is so 

Chav man I only wanted to asceitam whether this position which they 
complain of is due to the natuie of the securities offered 

6823 You lay that the Imperial Bank of India, as at present consti- 
tuted, cannot undertake greater responsibility with regaid to the financing of 
'industries, being debarred from making any advance foi a longer period 
than six months In regaid to middle-swed industries, like rice mills oil 
mills, etc , do vou think normally they requne advances for woiknlg 
capital for a longei period than six months? — No, they do not require more 
than six months advances They sometimes requne advances for the pur- 
pose of acquiring land, purchasing maclnneiy , for extension of their 

business, etc 

6824 Then vou do not complain of any discrimination by the Imperial 
Bank towards Indian concerns as against mon-Indian concerns? — We have- 
got some complaints to make 

6825 Could aou send us confidentially specific cases m wdncli, at least 
in youi view r , this discrimination has been made? — Yes, w r e can 

€826 Will you please do so? — Yes 

6827 You will have to give full facts — Yes, w T e shall support them with 
documents 

6828 Mr Dcvadhar You say that the only solution seems to be that 
a distinct type of industrial banks should be set up m all the provinces 
concentrating then attention mainly ,to the financing of established as well 
as new schemes of industrial enterpnses If you find , that indigenous 
bankeis oi indigenous banks aie not financing industrial enterprises, how 
would you expect any of the mdustnal banks to advance money to these 
mdustnal concerns? — The industrial banks will have technical experts to 
guide them m then operations 

6829 ,Is y our complaint against indigenous bankers or indigenous banks 
as well 0 -Most ot the indigenous banks are commercial banks and they 

' find it impossible to lock up their finances m ! ong term investments- 
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6830 Even, these commercial banks are m the habit of giving short 
term advances for (periods of 6 months or so, is it not 9 — Yes 

6831 Are not these loans often extended 9 — That is not sufficient 

6832 What 1 am driving at is .that before you apply for loans from 
the Imperial .Bank or other joint stock banks, the constitution on the 
basis of which 3 ou approach these banks foi loan must be of an approved* 

character 'Is that ,not so 9 — Certainly 

/ 

)6833 -And what steps would you take for that purpose 9 — In our scheme 
for the industrial bank, .w'e have explained that 

I am talking of the (present conditions and not what is going to 
i M a PPen ?• — 

' Chairman J think the same feeling runs through m the reports of the 
■-.Assam and (Bengal. Committees Mr Devadhar’s point seems to' be this. 
In the * first i place most of these industrial concerns are proprietary con- 
cerns Then he says that as matters now' stand indigenous banks or bank- 
ers are (loath to piovide capital on moderate rates of interest If these 
'facts as stated aie conect, then these concerns do not get capital even 
from Indian joint stock banks oi bankeis on model ate lates of interest. 
The appiehension m his mmd is that that state of a firms arises from the 
want of adequate security and his point is that until that state of affairs 
is improved, how can you expect even an industrial bank to advance money 
In fact, it is really so to say, an amplification of the question which I put 
to you some time ago 

6834 Mr Dcvadhar You expect some soit of help fiom Government 
for these industrial banks? — Yes 

6835 Will, theiefore, Government be justified in giving assistance to 
individuals who are lunnmg these concerns on a propnetary basis or W'ould 
they be more justified m giving assistance to coiporate bodies? — They 
would certainly be justified m giving assistance to corporate bodies 

. 6836 Mr Khaitan Is it not a fact that m the case of an individual pro- 
prietory concern the liability is unlimited whereas m the case of a corpo- 
rate or joint stock concern the liability is limited 9 — Yes 

6837 Theiefore, m your opinion, would there not be greater justifica- 
tion for, the banks to lend money to individual pioprietary concerns rather 
thru to joint stock concerns 9 — We do not make any distinction between 

•the two 

6838 The only distinction so fai as I know why preference is given 
to the joint stock concerns at the present moment is that the joint stock 
concerns publish then propeily audited balance sheets wlieieas the indi- 
vidual proprietary concerns do not do so If the individual proprietary 
concerns also disclose then actual balance sheets to the lending concern, 
do you think there is any mbeient reason whv help should not be given 
to them as -well 0 — They should be held on a par with other concerns 

6839 You were further asked why it is that these industries are not 
.at present getting adequate finance and I think you said m leply that the 
, present joint slock banks are few m number and do not have large 
resources and theiefore did not like to advance money against block or 
other long term advances As I read youi memorandum, is it not your 
point that the finances are not satisfactory so far as the middle size& 
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Industries rather than such big industries like, jute, coal, etc , are con* 
■cemed? — That is so 

6840 In this, I believe, you are corroborated by the Bengal Report 
as stated in paragiaphs 216 and 217 therein? — -Yes 

6841 I would like to ask you one more question What is your fex- 
peuenee about the operations of the Imperial Bank? Bo they not mostly 
confine their attention to the big industries irrespective of the fact whe- 
thei they are under European or Indian management’ — Even m the case 
of a big Indian ]ute mill, I understand the management had to force 
difficulties We know at least of one instance where the Impenal Bank 
fiid not help them 

6842 I put it to you, bairmg possibly that single instance, the Imperial 
Bank gives cash credit advances to these big industries in Bengal? — Yes 

6843 As regaids tea industry we have already had evidence from the 
Jalpaigun Indian Tea Planters' Association And as regards the coal 
industry, you sav they are fortunately comparatively immune from diffi- 
culties But may I ask, is it your experience that the Imperial Bank, as 
a rule, does not open cash credit accounts in respect of middle sized 
industries like oil-millmg, rice-milling, etc ? — 

Mr Lamond We are at present doing that sort of business 

In respect of even small oil mills ? — (Mr Lamond • Yes) 

6844 But is it not the general impression that owing to the smallness 
of the dealings of these small industrial enterprises, the Imperial Bank is 
.rather reluctant to open cash ciedit accounts? — That is the general im- 
pression of course 

6845 It is not, possible for one bank alone to do all this financing 
'business Even the Imperial Bank’s funds are being fully used up in 
such advances However generouslv they treat customers, industrial 
financing should not be the monopoly in the hands of one bank alone. 
Bo you agree’ — We do not like that the Imperial Bank alone should be 
asked to finance all the industries and that is the reason why we are 
advocating the formation of industrial banks 

6846 As regards mdigenous bankers you were asked as to why they 

-charge high rate of interest Perhaps you do not know what the reasons 
are why they charge high rates of interest You say it is your opinion 
that the indigenous bankers charge a high rate of interest and you say 
this is not good for the prosperity of the industry and therefore there 
should be some institution which would adopt adventurous methods of in- 
vestment, which you have now modified to sympathetic methods of 
investment Is it not so? — -If there is competition, interest rates can 
be lowered and if there is a bank financing industries alone it will 
be m its own interest to see what industries it should finance and so on 
-and help them accordingly at cheaper rates / 

6847 Mr Devadhar In answer to Mr Khaitan you said that the indi- 
vidual proprietary concern has an unlimited liability which is of far greater 
advantage than advancing to a limited joint stock concern Bo you mean 
to say that the money-lender understands the principle of unlimited 
liability ? Are you not aware that in the case of a joint stock concern, the 
money is advanced not only on the security of the joint stock concern but 
also on the personal security of the directors of the concern?— That is 
so 
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6848 Sir Hugh Cocke You said that the industrial hank would he 
better able to finance the requnements of the industries through the help 
of Its experts 1 can understand that position m regard to the starting 
of new industries but how will you advance the existing industries which 
may require further help? — They can ascertain the position and working 
of the concern through experts going round and having a knowledge of 
the position of the concern 

6849 Is this not done alieady by bankers who advance to existing 
mdustnal concerns? — This is done generally at present, but the industrial' 
banks will get a better idea of the requirements of new industries if they 
have these expci ts to guide them 

6850 Chairman You said that private proprietary concerns should be 
treated on a par with joint stock concerns? — Yes, provided the security 
m each case .s adequate 

6851 The practice is that the personal security of the directors of a 
joint stock concern will be taken and there will be several of them — there- 
fore the position is that the joint security of several persons for an advance 
will afford greatei security for the loan than the personal unlimited security 
of one individual Is that not so? — A single proprietor may sometimes 
be worth far more than half a dozen duectois of a joint stock concern 

6852 I admit there may be such instances, but have there not been 
several instances where a man very high m finances a few yeais ago has 
got to a low ebb alter the lapse of a few years? — That is true 

6853 Then m regard to short-teim requirements, would I be correct 
m assuming that in the case of middle-sized industries requuements would, 
be more for block including extensions than foi working capital? — They 
would require both 

6854 Chairman Are we confining ourselves to middle-sized industries 
or larger mdustnes? — We have been refeiiing to smaller industries though 
we are also concerned with larger industries 

6855 So you support what you stated m the Bengal Committee’s 
report ? — Yes 

6856 If the existing position only is taken into account? — That is 
so 

6857 Taking middle-sized industries, is it or is it not correct that the 
requirements for short-term loan are comparatively small? They are small 

6858 TheiJbre what is required is additional facilities for long-term 
advances You have already admitted that m the case of rice-mills, the 
working capital required is very small? — It may be small but they require 
it very often 

6859 But they have got something to produce, they can get it on 
the hypothecation of the goods? — They are to buy raw material and sell 
it on credit 

6860 Lala Harlashen Lai Sir, what is exactly meant by the middle- 
sized industry? Is it the size of the industry or the kind of the industry 
that we have been talnng into consideration? — The nature of the industry. 

6861 Chairman Therefore your requirement m the case of the middle- 
sized industries is also for the working of short-term capital? — Yes, shorts 
term capital 
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0862' Chan man You point out that witli a few exceptions most 
Industries, specially those floated ' on a joint-stock basis, have often' a 
rather too meagre' capital to make then loan proposals attractive to the 
banks. Do you agree that industrial concerns should first provide them- 
selves with sufficient block capital before commercial 'banks can be asked 
.to piovide them with finance for working capital’ — We agree 

6863. You suggest theie should be at least one Industrial Bank in each 
major piovmce Some witnesses have pointed out that the establishment 
of an all-India bank, with branches in the provinces, is piefeiable to a 
system of independent piovmcial industrial banks as the all-India bank 
will be able to mobilise funds more easily and cheaplv than the provin- 
cial banks Would you kindly give the Committee youi views on' this 
suggestion’ — We axe ,n favoui of establishing piovmcial industrial banks 

6864 You say that Government should guaiantee a minimum return on 
the capital of mdustnal banks so long as the banks are not able to earn 
any profits Would not such a kind of guarantee be indefinite and would 
it not be piefeiab e to give this guarantee foi a limited period of years m 
.order -chat the mdustnal bank may take other steps to put itself on a 

self-supporting basi°’ — The guaiantee should be limited to a certain period 
with regard to sliaics, as legards debentuics, it will be foi the full term for 
which the debentures are issued 

6865 The guaiantee should then be a perpetual guaiantee Is that 
youi intention’ — Yes 

6866 Non, if it is a pait of youi scheme that the capital should consist 
of a ceibam amount m sliaies and a veiy laige amount, i c , 10 to 15 times 
ithe first amount obtained m debentures on which Government should 
guarantee a piepetual late of mteiest, how would it act as an incentive 
to the dnectors of the banks who lepresent the interest of the shaieholdeis 
in employing the funds at then disposal most profitably?- — 'We propose 
that there should Lc Government nominees on the Board' of Dnectors 

6867 Whue is the scope for the development of an incentive on the 
pait of otliei dnectois of the bank who lepiesent the shaieholdeis? — They 
will do it fiom then own sense of duty 

6868 Mr Khaitan You say that Government should guarantee 
interest on debentures Is that your personal opinion or is that the view 
of your Chamber? — It is the opinion of the Chamber 

6869 Chairman You say that “the shaies of the banks should be kept 
open foi subscription for a period of six months, after which the whole of 
the unsold portion of the total amount issued should be taken over by the 
Provincial Government to be disposed of by them as and when necessary 
and possible ’’ I gather that a large portion of the shares wall have to be 
taken over by the Provincial Government and there will be debentures 
whose interest will have to be guaranteed by the State Why should not 
"the concern in that case be absolutely a State concern ? — It is an extreme 
case but we hope that shares will be subscribed by the public largely 

6870 Even under the present conditions in India? — Present conditions 
are exceptional hut we do hope that when normal 'times return^ it will be 
possible 
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6871 You sa\ that debentures should be exempted from all sorts of 

;•} axes Would vou kindly explain w hat taxes you are referring to? — Stamps 
duty. for example 

6872 You'sav that the capital of the industrial banks should be sub- 
scribed to some extent by insurance companies In the subsequent para- 
graph 'you say that if ceitam precautions are taken, the more fai sighted > 
among the insurance companies will find it worthwhile to join the indus- 
trial banks either as ordmaiy stock holders or as debenture holders * I 
take it tlieiefoie that jou are not m favour of placing any compulsion on 
insurance companies to imest m the shares oi debentures of industrial 
banks 9 — We do nol advocate compulsion, but we believe that if provision 
is made as suggested bj us the insurance companies will of themselves sub- 
-scribe liberalh 

6873 Mr Manu Snbedai With regnid to msuiance companies }Ou ale 
aware that foreign insurance companies which me working m this country 
do not, ns a lule, purchase Govemmeut securities m this countiy and you 
have suggested that the bonds of the industrial banks should have Gov- 
ernment guaiintee You are therefore giving these bonds the same im- 
portance as Government paper and vou want to create a market foi these 
papeis, and vou want that a portion of the funds which go to the msuiance 
companies as premia should be invested m this country? There is no com- 
pulsion at present either on the Indian oi on the English insurance com- 
pany and thev arc at liberty to do whatever they like with the premia- 
received fiom file, marine oi motor-accident msuiance Now m America, 
there is a leguhtion which compels insurance companies to put a certain 
percentage of then premia in American secunties Would vou like a 
similar regulation introduced in tins countrv 0 

Mr Sen Gupta Ceitamlv we would 

6874 So you agiee that the msuiance companies should be compelled 
to put a ceitun portion of then premia m Government securities includ- 
ing the securities which the Government guarantee 9 — Of course we would 
mot go so fai as to sav that the msuiance companies should invest these 
local piemia in debentures of the industrial banks alone, but we would 
fully approve of anv legal measure compelling them to invest the local 
premia locally 

6875 Chairman You sav that it should be the duty of the various 
departments of the bank to compel the boirowmg firms* to accept and 
carry out the advice and counsel of the experts and trained men maintain- 
ed bv special departments of the bank If the industrial concerns incur 
any loss bv cam mg out such a policy, wall not the bank be placed m the 
position of being responsible foi the loss incurred? — The bank should have 
mo liability for the losses incuned because it wall form part of the contract 
"before the money is lent to the borrower 

G876 Then, >s it vour intention that the liability wduch may arise out 
of the concern accepting the advice of their experts under a compulsion 
■should fall on the concern 9 — We are only anxious to enforce tho terms of 
the agreement 

6877 Supposing I am one of the directors of your industrial concern, 
•and I enter mt} a contract with the Industrial, Bank under which I .agree 
that I shalh, always accept, the .advice of .the various r departments of the 
hank m regard to the management of my business r I shall- also say there 1 
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that if, m consequence of this, my concern is put to any loss and may, as- 
a result, have to be wound up, the responsibility will be mine and mine 
alone Is that the sort of contract you are visualising? — Yes The con- 
tract should provide that the party which borrows undertakes to follow the 
advice of the experts of other departments of the bank? — If there is a 
difference of opiru'in the borrowing party may not take any money at all. 
The presumption is that the liability of the boirower to follow the advice 
of the directors of the bank will be limited by the terms of the contract 

6878 Mr Khaitan You have said m your memorandum that “the 
banks should nave special departments manned by experts and trained men 
whose business will be to examine all the schemes of their clientele and 
also to advise them whenever they may require it, and even sometimes 
volunteer advice and counsel which it should be the duty of other depart- 
ments of the banks to compel the borrowing firms to accept and carry 
out ” So far as the industrial banks are concerned the borrower may 
require money for two purposes, one is block account whether it is to 
complete a factoi i or whether it is to extend the factory or whether it be 
to replace old machinery by new, or the borrower may require working" 
capital The secunty m the first case will be the block, i e , the factory* 
the security in the other case will be the liquid assets consisting mostly of 
the raw material, the finished products, the stock in process, the stores 
and other things When the industrial banks are appioached to lend 
money for block purposes, is it your idea that the borrower must submit 
his scheme to the industrial bank specifying the block purposes for which 
money is wanted? — The industrial bank will, with the help of the experts 
and trained men, go through the scheme and if they find that the carrying 
out of that scheme will help the particular mdustnal concern, the mdus- 
tnal bank will agree to give money for those block purposes 

6879 Now navmg once got the scheme examined by the experts, is it 
your opinion that it will be the duty of the borrower to carry out the 
scheme m its entirety and not to modify the scheme without the express 
consent of the industrial bank and will it be the duty of the industrial 
bank to see that the scheme once agreed to is strictly followed without 
any alteration by the borrower unless he has obtained the express approval 
of the bank authorities? — That is what wo mean 

6880 Mr Khaitan As regards working capital, perhaps what the 
industnal bank would do, ]ust as the Impenal Bank does, is to enter into 
yearly contracts for lending out monies on the secunty of the liquid assets, 
c g , iaw matenals, stock, goods m process of manufacture and so forth 
If the industnal bank finds that a certain industrial concern is not being 
run on proper lines, then the Bank will advise the borrower that certain 
specified changes ought to be made m the method of carrying on his work 
If the borrower listens to the advice, then the bank renews its agieement 
for giving working capital If the bank, however, finds that the bonower 
is going on m the wiong way and the funds of the bank run the usk of 
being jeopardised, then the bank will not renew the agreement Is that 
not so 7 

Mr Boy Choudhan. Yes 

6881 Chairman If that is your view, what you have said requires 
some modification You said just now that the requirement for block 
capital should always be given on the security of the block 
Therefore if that secunty is not there, no ’ advance should be 
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given It is limited to that extent in the first instance Even 
so, you have not anived at the solution I was trying to find out what 
your Chamber had m view You say that plant and machinery have to 
be installed and you tell the concern that if they accept your advice is 
' regard to the block or the extension of the block, plant, machinery, etc , 
you will make them the advance They get the advance It may even 
then be secured on the existing block as the plant is there But thereafter 
they may work it m such a way that the block becomes valueless and may 
have to be sold for a song They may mismanage the concern and the 
lending bank will have no control Theiefoie I thought that you wanted 
to ensure the second pait of the control But it seemed to me that there 
would be practical difficulties in the way of ensuring that part of the control 
and I put the question to jou in order to find out how you would ensure 
that part of the control From what you now say, your intention is that 
money should be advanced for block or extensions of block on some tangible 
security that may be there without any stipulation or any control on the 
part of the bank as to how the busmess is to be done, and that may] 
result, m three or four years ’ time, m the block, for which the bank ad- 
vanced money, becoming so valueless that it may fetch only a song when 
the concern goes into liquidation We will leave the question at that 

6882 You say that if a group of persons intending to float an industrial 
company approach the piovmcial Industnal Bank for capital, the Bank, 
if satisfied, should undei write the whole amount of the capital It has 
been suggested that it will be more satisfactory from the point of view of 
the industrial bank if the promoters of a new company were themselves 
disked to put down a certain propoition of the initial block capital lequned 
by the company before approaching the industrial bank foi finance Would 
you kindly give the Committee your views on this suggestion? — We lefer 
to pioneering industries built with State aid which have established their 
position, or an industrial company which has passed the experimental 
stage and wants to make it a commercial concern 

6883 Therefoie it has already piovided the initial block capital? — Per- 
haps a large poition of the capital 

6884 Therefore you practically accept the suggestion If you say it is 
your intention that an industrial company, before it approaches a bank, 
must have established itself and floated a considerable amount of capital, 
that practically is accepting the suggestion? — Yes 

6885 Sir Hugh Coche Do you lefer to persons intending to start an 
industry? — There are some pioneering or experimental industries which have 
passed the experimental stage with their own money and when it is found 
that they have sufficient prospects, they go to the bank for help 

6886 Therefore they have no capital of then own? — They may have 
some capital 

Mt Buckley It may be some private business being floated into a 
public company 

6887 Mr Devadhar Would you like the industrial bank to start iha 
industry and also manage it? — -No 

6888 You would confine yourself to finance? — Yes If .a private con- 
cern intends to convert itself into a public company, the industrial bank 
may underwrite the whole share capital 

Yol. Ill o ^ 
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6889 Sn Hugh Code When 3 ou say the whole share capital, I take 
it that the vendoi who has aheady spent a couple of lakhs on that venture 
would be prepared to take shares, therefore to that extent the industrial 
bank -would not be called upon to undeiwnte? — It may underwrite the 
residue 

6890 Mi Dcvadhar In that case you also take the responsibility of 
running the concern unless you mean this would be a double function? — 
But the bank undei fakes to sell the shaies and so put them m the maiket 

6891 In addition to the financing of a paiticulai mdustiy, would you 
hke the bank to undertake the organisation of it eg, the starting of the 
work? — We do not think it would be piacticable 

6892 Mi Khaifan Take foi example the oil fields Suppose a person 
obtains a license to prospect a field He has exploied and done the pros- 
pecting and finds that theie is a sufficient quantity of oil 01, say, coal or 
any other oie Aftei having satisfied himself that tins could be made a 
businesslike proposition, he washes to float a company and w r ork the oilfield 
If he can satisfy the industrial bank that the piospects of the oilfield is 
quite good, do 3 ou think the bank should help the promoter with under- 
writing the whole amount of capital and besides subscribing a substantial 
portion of the shares, undertake to sell the lest? Do you contemplate 
a case of that characfei? — That should be the ideal position which a pro- 
posed industrial bank should tiy to attain 

6893 Chairman It may be an ideal position, but is it part of your 
scheme or not? — I think w r e have not that m view 1 

6894 When you refei to the non-major provinces, have you m mmd 
the Aieas that are now directly administered by the Central Government 
like Delhi, Ajmer-Menvara, and North-West Nrontiei Piovmce and the 
province of Coorg? — By major provinces w r e only meant the Presidencies 
of Bengal, Bombay and Madias 

6895 Foi the other provinces you advocate a different system? — Yes 
An industrial survey wall have to be made foi them 

6896 Am I correct m assuming that 3 t oui intention is that industrial 
banks should be mainly concerned with providing finance for block capital 
including initial share capital and later extensions and that they would pro- 
vide finance foi working capital only if they have surplus funds, and if so, 

I take it that your mdustiial banks would not take short-term deposits 
from the public? — They can take short-term deposits 

6897 You would not object to then taking short-term deposits? — No 

6898 You say that having regard to the nature and extent of the help 
which the Government should extend to these mdustiial banks, the Gov- 
ernment should reserve the privilege of adequate representation on the 
directoiates of the banks What do you mean by ‘adequate’? — Just to 
safeguard the interests of Government We would confine this to a mini- 
mum of one -thud 

6899 But if Government is to get a representation to safeguard its 
interests, under vour scheme the interests of Government wall be very large 
and they must have a majority? — In any case we w T ant to have a certain 
degree of public contiol 

6900 You apparently want the taxpayer through Government to practi- 
cally find everything and all that the shareholders or their representatives 
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will have to do is to earn a return on the amount they have provided? — 
We anticipate that Government will have a larger representation so long 
as they hold the shares unsold 

6901 When you say ‘laiger’ does it mean more than half? Is it your 
intention that at any late up to that stage Government , should have a 
majority on the Boaid of the Dnectorate’ — That is so 

6902 Sii Hugh Coche You would also provide that where the 
industrial bank finances a paiticular concern which is a limited company, 
the industrial bank should have a lepiesentation on the board of that com- 
pany ? — Yes, we want that 

6903 Chan man I take it that even if the Government have sold to 
the public all the shaies held by them they would, m view of the perpe- 
tual guarantee they give foi the mteiest on the capital, have 
some representation on the dueetoiate of the bank Would you kindly 
explain what lepresentation you would give and whethei Government direc- 
tors vould be allowed any powei of veto’ — Government null still have a 
repiesentation of one-third, but there should be no powei of veto 

6904 Anothei chamber of eommeice, also fiom Calcutta, has said that 
“Government should, through its repiesentatives on the Board, take care 
to see that money is not advanced without sufficient security, that every 
scheme is examined thoroughly by experts and that there is no favouritism 
in the treatment of industries oi concerns conducted by particular indi- 
viduals oi firms ” Would you agree to a similai condition’ — It will be 
for the industrial bank to decide this 

6905 This statement was made by an Indian chamber and apparently 
even they are afiaid that theie might be other difficulties, e g , favouritism 
m the treatment of industries, etc ’ — Theie should be a safe-guarding 
elause like that 

6906 Theiefore you would accept that Government, through its repre- 
sentatives on the Board, should take care to see that money is not advanced 
without sufficient security, that every scheme is examined 'thoroughly by 
experts and that there is no favouritism m the treatment of industries or 
concerns conducted by particular individuals or firms’ — We agree 

6907 Mr Khavtan You say that “Government should reserve the pri- 
vilege of adequate representation on the directorates of the banks, which 
should also consist of lepresentatives of the financial, commercial and 
industrial interests of the respective areas served by them, shareholders, 
of couise, should have a propoitional representation ° So yoti would like 
to have three classes of directois Government directois, directors repre- 
senting financial, commercial and mdustnal interests, and directois who 
would be repiesentatives of shareholdeis’ — We advocate only two classes 
Government will nominate directors and see that all classes aie represented 
from a panel elected by the Chambers of Commerce 

, 6908 What pioportion would you give to Government’ — Minimum 
one-third 

6909 Chairman So long as Government hold unsold shaies, you have 
already said that up to that stage you want that Government representa- 
tion on the Board of the Directorate should be a majority When Gov- 
ernment have sold to the public all the shares held by them, you say that 
the number of Government directors should be one-third minimum? — It is 
■a specific limit; it is neither a maximum noi a minimum 
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6910 Mr .Khaitan was peifeetly nght in the lme he took, viz , that 
apart from Government directors, there Mould also be the other representa- 
tives you mentioned You now say that in the portion of the directorate 
which consist of the representatives of Government these would come m 
I do not quite undeistand what sort of directorate you will have 1 ? — Govern- 
ment will exeicise nomination out of a panel of members elected by the 
diff erent Chambers of Commerce 

6911 Mr Khaitan I do not know what the size of the directorate would- 
be If we take, say, nine directors, you would reserve one-third to Govern- 
ment, when Government would have the nght of nominating three out of 
nine Out of tne three you expect Government to nominate also the re- 
presentatives of the financial, commercial and industrial interests I thi nk: 
the financial, commercial and mdustnal interests themselves Mould occupy 
the three places Perhaps you will agree that more than nine might make- 
the body a little unwieldy You might make it twelve Even under a 
scheme of twelve directors, you give the light to Government of nominat- 
ing four, so that theie will be one Government officer and three representa- 
tives of the financial, commercial and mdustnal interests? — That is our 
idea 

6912 Mr Manu Subeclar Would you, as a rule, have a purely ad- 
ministrative officer, like the I G S on the board of these industrial 
banks? In your opinion ivhat M'ould be the qualifications of Government 
nominees? Would you have an I C S' man M r ho would piobably turn 
down every proposition which comes before the Boaid? — How can he?, 
Government nominees will not always be in a majority 

6913 But they v ould be m a majority up to the stage -when the shares 
are held by Government, so that at that stage the ICS influence might 
dominate the Board and no progress could be made 

Chairman That is an assumption, which ife practically going to a politi- 
cal question The ICS may be wholly Indianized by then 

6914 You suggest that statutory obligations and restrictions should be 
placed legaidmg the ‘national’ character of the industrial enterprises re- 
ceiving help fiom the banks Would jou explain a little more fully your 
suggestion m this matter? — The primary object of these industrial banks 
should be to foster Indian industries, therefore no concern dominated by 
non-Indians, m respect of shaies or (Electorate, should receive help fiom 
industrial banks 

6915 You mean that the concern itself should have a share capital, 
the maj'onty of which, say 50 oi 75 per cent , should be held by Indians 
and that on the directorate there should be a majority of Indians? — Yes 

6916 I take it you wall also piovide, either by legislation or through 
the articles of association, that no shaies held by Indians should be allowed 
to pass into the hands of non-Indians? — Yes, not more than 25 per cent 
of the shares should be held by non-Indians 

6917 Mi Manu Subedar Is it your intention that these restuctions 
as to the shares passing mio the hands of non-Indians should be with 
regard to concerns to which loans are given or does it apply to mdustnal 
banks also? Supposing a foreign syndicate decided to acquire controlling 
interest in one of jour banking institutions, would you allow that? — -Ho 

6918 Theie too you would have some restriction, either by law or 
through the articles of association, against the possibility of shaies held bv 
Indians being transferred to non-Indians? — Yes 
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6919 Chairman You also suggest that limit should be placed on th» 
extent of non-national paiticipation m the share capital of the Industrie 5 
financed by the banks Would you also expand your idea m this sugges- 
tion a little more fully? — Our pievious answer covers this 

6920 You say that the existing exchange banks confer distinct advant- 
ages on the non-nationals carrying on export and import trade m India and 
that Indian tiaders are confronted with difficulties owing to racial basis 
Would you kindly give the Committee any instances of such racial bias? 
You could give it to us confidentially if you prefer to do so? — We cannot 
give any particulai instance Our Chambei is of that opinion and every 
member is of the opinion that such racial discrimination exists 

6921 You cannot produce any conciete case? — No 

6922 Mr Manu Subedar Were you unanimous in that opinion on your 
•Committee ? — Yes 

6923 Chairman When you go back to Calcutta, would you be able to 
send us a conciete instance? — We may, we cannot say definitely 

6924 I think you told us that you would send a concrete instance of 
•what you consider racial discrimination on the part of the Imperial 
iBank? — We have got it here and we will hand over the papers after the 
meeting 

6925 Chairman You say that the committee of the chamber have re- 
' oeived information from some members that without confirmed bankers’ 

letter of credit from abroad no credit facilities are available from any im- 
portant banks m Calcutta You add that as a rule for the shipment of 
food products such as rice, etc , confirmed bankers’ credit is not available 
•and business is done generally aftei inspection of the food products at the 
port from which they are exported Would you kindly explain (1) who 
makes the inspection, (2) after the inspection is made, whether the 
exchange banks take ovei the bills on the foreign importer for collection, 
and (3) whether the Indian exporter gets any advance from the exchange 
banks pending collection of the sale proceeds of the goods from the foreign 
importer? — This is a complaint made to us by one of the members of our 
'chamber The name of the concern is Indo-Swiss Trading Company who 
carry on extensive business with Germany and Czecho- Slovakia Without 
reference to them I cannot give any further information 

6926 Mr Buclley Would you veiy kindly ask the paity m question 
to give you full particulars about this which you will please communicate 
to us confidentiallv ? — We shall do so The party has left foi Germany 
and we shall have to communicate with them which might mean some delay. 

6927 Chairman Have not they got then office m Calcutta? — Yes, they 
have, but full particulars wall not be available from the Calcutta Office 

6928 Any wav, w'e shall be obliged if you can get all the inf ormation 
hefoie the end of October? — Yes, we shall do so as eaily as possible 

6929 You lefer to the facilities for clean ciedit and say that there is 
unmistakable bias against Indians and clean ciedit is given only to Euro- 
pean merchants In the matter of clean credits you will agree that the 
banks wall have to be guided by the standing of the client Can you give 
.any instance of an Indian client of good financial standing being lefused 
.facilities for clean ciedit by exchange banks? — We do not know of any 
( case where clean ciedit has been granted to any Indian merchants They 
experience difficulty even m the matter of discounting documentary 
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bills and that in. the case of concerns which are financially very sound. 
This is the opinion of the Chamber 

6930 Mr Buckley Documental y bills are not ciedit, aie they? — No,, 
what I say is that even there they experience difficulty. 

6931 Can you give the Committee m this case as well specific 
instances? — You must, however, remember whethei a bank discounts a 
documentary bill or not depends entirely on the standing of the party? — 
Of course we agiee m legard to the latter point 

6932 Mr Saihcir Would it not be possible for the Exchange Bahks^ 
Association to furnish details of cases m regard to this? ( Chairman ) 
The Exchange Banks’ representatives definitely assured this Committeo 
during their oral examination that this is entuely a matter for the banks 
who decide individual cases on then meats, that theie is absolutely no 
question of racial discrimination, and that cases aie decided on the position 
and standing of the firm m question So then, that being the case, it is 
for the paities who make complaints against the exchange banks to hand 
us specific instances (confidentially if desired) to enable us to pursue the 
matter w ith the parties concerned 

6933 Mr IChaitan Even if specific cases are furnished, it can always 
be said that they were all cases below the standard which did not deserve 
help 

Mr Bucldcy You know Mr Iihaitan, after all this is a thing for the 
whole Committee to decide on the facts of the case placed before them 
. 6934 Chairman Mi Buckley is absolutely correct, that it is a matter 

for the Committee to decide (To the witness) When you get back to 
Calcutta, could you send us at least one concrete case bearing on this 
point as also m legard to your further statement that there is discrimina- 
tion against Indians even m the matter of discounting documentary bills’ — 
We shall try 

6935 You say that private films in India doing banking business as are 
prepared to accept a scheme of official inspection and undertake to submit 
periodical returns regarding their state of affaus may be granted the privi- 
lege of using the appellation “Banking Company” May I know if yon 
would allow other private firms u hich do not register themselves as banking 
companies to receive deposits from the public’ — No, we ivould not They 
would also have to register themselves and submit periodical returns 

6936 They will have to submit returns and accept the scheme of official 
inspection Is that what you say? — Yes 

6937 Would you stop by legislation the choice of the individual who 
deposits his money with anybody m w r hom he has confidence? — We cannot 
stop it by legislation, but such firms or individuals will not be permitted 
to use the appellation “Banking Company” or “Banker” 

6938 Would you allow them to receive deposits from the public? — We 
cannot prevent them from doing so 

6939 Mr Khaitan You say “Regarding private firms m India doing 
banking business the Committee would suggest that such of them as are 
prepared to accept a scheme of official inspection and undertake to submit 
periodical returns regarding their state of affairs may be granted the privi- 
lege of using the appellation “Banking Company” As it is, according to 
you, the only facility that you would give to a concern doing business 
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•under such restrictions is to use the appellation “Banking Company’’?— 
Yes 

6940 Is it within your knowledge that many indigenous bankers m 
Bengal use the appellation “Banking Company’’ Is it not within your 
knowledge that seveial well-known indigenous bankers do enormous busi- 
ness without the use of that appellation and naturally they have no induce- 
ment to accept the scheme of official inspection and submit to periodical 
letums Is that not so? — I admit it is so, but, at the same time, our 
idea is to have some legislation by which these indigenous bankeis would 
be induced to accept the scheme of official inspection and undertake to 
submit periodical returns 

6941 Chairman You say that an Indian bank, however, well manag- 
ed it may be, finds it extremely difficult to take over the exchange business 
which is yielding enormous profits to non-Indian companies year to year. 
Have you any lehable infoim&tion of the profits made by the exchange 
banks from the Indian business and how they compare with the profits 
made by the Indian banks m their internal business? — Mr Sen Gupta 1 
Then profits roughly come to about two eroies At present the exchange 
banks nie earning on several items such as the exchange late, the charges 
on B C bills and internal trade, etc We have made a rough estimate 
of their profits estimating 1 crore on exchange business alone on the 
basis of the difference between their buying and selhng rates, viz , — Y. 
which means ^ per cent 

6942 As regards the profits made by Indian banks, have you any in- 
formation? — We have not got sufficient information with us to be able to 
give an accurate estimate but we do say that the profit which is now earn- 
ed by the exchange banks m this country is enough to induce any Indian 
bank to take up exchange business 

6943 Mr Manu Subedar It is possible to ascertain the profits of the 
Indian banks from their balance-sheets, but what about the profits which 
the exchange banks get in this country? Their balance sheet does not 
contain any such information Is it not so? — Yes 

6944 Therefore we could not know what profits the exchange banks 
make m this country? — No, we cannot 

6945 But your idea is that the amount of profits they make is very 
large? — Yes 

6946 In the absence of statistics, it is difficult to form any idea of the 
exact profits made by the exchange banks? — This is so 

6947 But you think that accurate figures could be ascertained if their 
business were properly analysed? — Yes, we think so 

6948 And you also think that if their figures are thus analysed, their 
profits may turn out much higher than the figures which you have now 
arrived at? — Yes 

6949 If you send a telegraphic remittance to-day through an exchange 
bank, they would charge you commission and if you brought back the 
same through the same bank there would be another charge? — Yes 

6950 So that the exchange banks make something at both the ends 
on these remittances Is that not so ? — Yes 

Mr Buckley , No business man would send money home m the morning 
afid bring it back m the afternoon. ® 
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6951 Chairman, You say that it is meet and proper that the monopoly 
m exchange business enjoyed by the foieign exchange banks m India 
should be undermined at least so far as it is due to any differential 
advantage enjoyed by the foieign banks in comparison with Indian banks 
Would you kindly tell me what differential advantage is now enjoyed by 
the foreign banks? — They are m a position to attract deposits at lower 
rates than other Indian banks 

6952 Is that within your knowledge ’ — That is our information, Sn 

6958 We have been told that there is no competition between Indian 
banks and the foreign exchange banks m the matter of deposits? — At least 
in Calcutta, they do compete with the other Indian banks 

6954 Do tbey offei higher lates? — No On the contrary they are able 
to attract deposits at lower rates, because people think that they have 
been established m this country for a long time and have very large re- 
sources 

6955 In other words, people hare more confidence in them because of 
then longei standing? — That is not the sole reason 

6956 Mr Khaitan So you think that operates to the disadvantage of 
the Indian banks m this country? — Yes 

6957 Chairman Have you any statistics to show how the deposits of 
the Indian banks have glow n m the last 5 yeats as compared with those of 
the exchange banks? — The deposits of the Indian banks have considerably 
mci eased along with the exchange banks 

6958 Therefore would that support the statement that the Indian deposi- 
tor though he gets a lower late of intei est piefers to go to the exchange 
banks? I have got befoie me ceitam figures published by the “Indian 
Finance Banking Enquiry Number” (the issue of the Indian Finance was 
handed ovei to the witness) — Mr Roy Choudhari Up to now this has 
been true but graduallj the patnotic sense is developing m this country 
«nd we hope that most of the business done b> the foieign exchange banks 
will pass into the hands of the Indians. 

6959 The statement that you make is not substantiated by these 
figures In the fiist place you said that there was an undue competition 
between exchange banks and the Indian banks m the matter of deposits 
Then you said that that was due to the exchange banks offering a lower 
late of inteiest Then again you stated that the exchange banks were of 
a longei standing and tlieiefoi’e the Indian depositors prefer to go to them 
Now I have given you figuies foi the last 5 yeais which show distinctly 
that the public piefeience is towmds the Indian joint stock banks as 
against the exchange banks and peisonallv I am glad to heai fiom you 
that that is due to the giow'th of the national spirit — Mr Sen Gupta 
What w r e mean is that although the rate of interest allowed on deposits 
by exchange banks does not compare favourably with that allowed by 
the Indian banks, the diffeiential advantage enjoyed by the exchange 
banks on this scoie is making it increasingly difficult foi Indian banks 
to compete with exchange banks 

6960 Mr Manu Subedar After leading youi memorandum I take it 
That your feeling is that Indian money ought to be handled by Indian banks 
to the advantage of the Indian businessmen? — That is so 

6961 And I also take it that the whole object m making this severe 
restriction against the foreign exchange banks or foreign banks m the 
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matter of taking deposits is to enable Indian money to remain m Indian 
hands and benefit the Indian business men’— Yes 

6962 Now, with regard to this competition, are you aware that every; 
Indian film which staits doing exchange business is compelled to put up a 
deposit with the exchange banks without which the exchange banks would 
not undertake to do any business for them? — Yes, such cases have been 
reported sometimes 

6963 Therefore the rates of interest offered by the exchange banks 
though lower do not necessarily indicate that people have more confidence 
in them because some people have to put money with them in order to 
be able to carry on foreign business through them Is that not so’ — That 
is so Sume of the deposits are attracted m this way 

6964 Is a large proportion of the deposits attracted that way? — A 
•considerable portion no doubt. 

6965 Otherwise do you think that customeis could not get good refer- 
ences? — No, there would be some difficulty 

6966 You say that the Indian bank rate is unnecessarily high on account 
•of reasons not connected with trade but with currency and that the lending 
rate is based on the Indian bank rate Therefore the rate at which these 
exchange banks lend out is high and the rate at which they receive depo- 
sits is low Is it your opinion tEat the profit-earning opportunities of 
these exchange banks are greater’ — Yes 

6967 Chairman Is it the impression of your Chamber that deposits are 
attracted to exchange banks because the depositors think that m order 
to carry on then exchange business they will not otherwise be able to get 
better references m foreign countries, or is it the experience of your 
Chamber that Indian depositors in Calcutta prefer to go to an exchange 
bank because of its greater stability’ I put this question deliberately and 
I would like to have your answer — ( Witness ) There are cases like both 
but we cannot give an exact proportion 

6968 You say that exchange banks frequently enter into competition 
with indigenous banks m matters of internal trade finance It has been 
mentioned to the Committee that exchange banks geneially finance inter- 
nal trade only to the extent that such trade is connected with the exports 
or imports Would you kindly give the Committee any instances where 
The exchange banks compete with the Indian banks m regaid to the finan- 
cing of internal trade m othei ways than as mentioned above’ — In this 
connection I may mention the name of the Allahabad Bank Ltd It is 
connected with the Chartered Bank which is an exchange bank and it com- 
petes with Indian banks m the matter of internal trade 

6969 The business is not the business of the exchange banks The 
Allahabad Bank mav be affiliated to the Chartered Bank but the business 
conducted by them is not the business ordinarily done by exchange banks 
Is the Allahabad Bank an Indian joint stock bank with Indian diieetors’ 

Lola Harhshen Lai The majority of the shares are outside India 
The P & 0 Company has the controlling voice m it There is no Indian 
director except Baja Bam Pal Singh It is also said that the policy of the 
Allahabad Bank is to replace its Indian employees by European employees 
That at any late is the impression m Northern India 

Chan man The case of the Allahabad Bank is then the case of a bank 
which is mostly non-Indian now, as the control has passed to non-Indian 
hands 
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6970 You say that foreign exchange banks should be legally debarred 
from attracting local deposits Would you kindly tell me what is the object 
underlying This suggestion? — We aie strongly of opinion that there should 
be absolute prohibition because we think that the establishment of an 
Indian exchange bank depends to a great extent on such a provision The 
deposits which are now attracted by foreign exchange banks will be released 
and made available to the pioposed Indian exchange banks considerably 
adding to the status of the new Indian exchange banks and enabling 
them to compete with the foreign exchange banks 

6971 This will result m the beginning at any rate in the curtailment 
of facilities m regard to foreign trade? — We do not apprehend that there 
Will be any considerable curtailment The foreign banks after losing 
deposits may have to discount their import bills locally to replenish their 
rupee resources That would help the development of a local discount 
market 

6972 You think that there will be some curtailment? — Yes some cur- 
tailment for a certain period only, m Older to get the advantage now en- 
joyed by the foreign exchange banks the Indian banks and Indian traders 
must suffer some disadvantage temporarily 

6973 If the object is to enable Indian banks to compete more readily 
for foreign exchange business, will the ‘mere acquisition of increased re- 
sources m India necessanly mean increased facilities to Indian exchange 
banks for the financing of the foreign trade? — We think it will go a long 
way to help it 

6974 Is it not more necessary for the Indian exchange banks to get 

access to the London market than to obtain gieater resources m India? — 
They will have to 1 < 

6975 How will they achieve that? — Their bills can be discounted there 
That will be the chief advantage and it can be arranged through the 
London banks thereby saving a little moie money for India. We think 
that Indian trade is so indispensable for England that the London hanks 
will not find it worth-while to make any discrimination against India 

6976 If an experienced Indian banker told us that m order to do 
foreign business successfully it was necessary to secure the good-will of the 
foreign exchange banks, do you think that his opinion wa& not correct? — 
This is a matter of opinion 
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1 Mr J) P Khaitan 
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Mr Manu Subedar 
Sir Hugh Cocke, Kt 
Hr L K Hyder 
Mr W Lamond 

Mr Y K Aravamudha Ayangar, 


Lala Harkishen Lal 
Mr B W Buckley. 

Mr Jadu Nath Boy 
Mr G K Devadhar, CIE 
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The examination of Captain Nalim Mohan Boy Choudhry and Mr. 
J N Sen Gupta, representatives of the Bengal National Chamber of 
Commerce, was continued 

6977 Chairman It has been pointed out that the reason that Indian 
banks have not been able hitherto to compete in exchange business on 
any large scale is not due to lack of deposits, but is due to lack of 
facilities for handling exchange business and lack of sterling resources, 
that the formei difficulty may be remedied with the acquisition of trained 
experts and the latter will come only as a result of increased confidence 
in their name and the paper they endorse, coupled with good-will and' 
co-operation on the part of the other exchange banks m India Would' 
you kindly give the Committee your views on this suggestion 9 — Mr Sen 
Gupta So far as tiamed experts are concerned, we have m view the 
establishment of Indian exchange banks which would provide facilities 
for the training of such experts So far as sterling resources are concern- 
ed, this probably refers to discount facilities m London, we suggest that 
Indian exchange banks may for some time anange with London banks 
and offer such commission as may induce them to discount their bills 

6978 You say that exchange banks should be authorized to carry 
on their business m India only if they deposit a statutorily fixed minim um 
of approved securities with Government If a Beserve Bank is estab- 
lished and exchange banks along with other banks are required to keep 
a certain percentage of their time and demand liabilities as a reserve with- 
the 'Beserve Bank, could you require m addition a deposit with Govern- 
ment? — Yes, we want that 
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6979 Your Committee recommend further amplification of balance 
•sheets with paiticulai reference to investments and advances Will you 
iundly furnish us with a copy of the balance sheet amplified m the 
manner suggested by you? — Our Committee have not thought of any 
particular form, but they want that balance sheets should be published 
m moie detail 

6980 Have you any idea of what the additional details should be? — 
Details as legards advances to the directors, investments m Government 
securities, investment m shaies at then market puce or cost puce, which- 
ever is lower, investments of leserve fund, etc 

6981 Su Hugh Coclce Would it be possible for your Chamber to 
•supply us with a sketch of the form which you contemplate? — Yes, we 
shall send it 

6982 Chairman You say that it is legitimate for the Government to 
resort to the practice of occasional sale of treasury bills m the market for 
malting up then deficiencies m leady cash, pending the collection of 
revenues I take it you aie referring to the pre-war policy but since the 
war the treasury bill has been made an entirely new instrument I will 
/read to you a passage fiom an address on “the Money Market since the 
War”, by Mi D Spring-Bice before the Bankers’ Institute — 

“The amount of tieasuiy bills outstanding befoie the war was small 
because by law its amount was restricted to ceitam forms 
of deficiency m the national accounts which could be met ic 
anticipation by means of these bills The exigencies of the war 
made tlieir use almost infinitely legal, and subsequent legis- 
lation placed no leal limit on their amount Thus it came 
about, after the war-time inflation of bank deposits, that the 
Government obtained, through these bills, real control, if 
they chose to exercise it, of rates m the short money market ” 

'Does not the policy of the Government of India m this matter follow that 
adopted by the Government in England ? — That might have been the policy 
m England So far as conditions in India are concerned, we are not 
satisfied with the system undei which treasury bills are issued m this 
country and fiom the quotation referred to m this question it appears that 
the British Government might have exercised control over the money 
maiket if they liked It seems that m fact they did not exercise this 
control The conditions under which tieasury bills are issued m India and 
in England are entirely different 

6988 Is it your information that the British Government have never 
exercised indirectly any influence on the money market? — So far as we 
have been able to gather, the treasury bills of the British Government were 
for some time issued at fixed rates, so that there was a minimum price 
below which the banks could not go In that way they exercised some 
control, but that practice was abandoned and gave place to the policy of 
issuing bills by tender When that system came into vogue, the control 
by Government was piactically withdrawn That was probably in 1921, 
but I may say that the conditions under which treasury bills are now 
issued m England and in India are entirely different. 
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6984 In what respect? — In England the total outstandings practically 
remain stable foi some time, but the bills in India vary from time to time 
and even m the cuirent year there has been a phenomenal increase m the 
new issues That the total outstandings m England have remained 
comparatively stable m, recent yeais is indicated by the fact that the 
value of the new weekly issues is practically equal to the weekly volume 
of maturities, while m India no such relationship to the weekly volume 
exists Further, the late at which bills are issued in England rarely exceed 
the rate in the money maiket, but m India the rates of the treasury bills 
often exceed the rates quoted m the money market 

6985 Sir Purshotamdas Thakurdas Your point is that the control of 
credit and money does not coincide m the same way as m England, the 
bank rate may be at a point which does not reflect the correct position of 
the monetary conditions m the country’ — That is so The market rate 
for three months’ bills on August 7th, 1930, m England for £100 was 
£2-6-3, the late on treasury bills was £2-4-3 The Government were 
accepting certainly a lowei puce But m India even for the last week 
(13th September 1930) the market rates were If per cent for call 
money and short credits, 2f pei cent for one-month deposits, 3 per 
cent for two-months and 3f per cent for three-months The total 
amounts of six and three months bills were Rs 44 lakhs and Rs 156 
lakhs respectively and the average rates of accepted tendeis Rs 4-14-0 
and Rs 3-13-4 per annum, respectively The Government here have 
been offering a highei rate than the maiket 

6986. Mr Rush forth Would you mind explaining the sentence m 
your memorandum about treasury bills that “their issue has resulted m 
making the position of the banks worse’’’ In what way has this issue 
affected the banks’ — The issues of treasury bills have often been responsible 
for deflation unlike m England, where the issues of treasury bills Jesuit 
m an inflation being used as leserve against fresh deposits 

6987 But m what way have they made the position of the hanks 
worse? — They create a tight money maiket 

6988 Chairman I suppose the real point is brought out m my next 
question you say that the effect of high lates of interests for treasuiy 
bills paid by Government has been to make the position of the banks 
difficult, who have been unable to attract depositors with lower rates of 
mteiest May I point out to you that this is not a complaint peculiar to> 
India by leading a passage from Mr Spalding’s book, ‘The London Money 
Market’ “These Treasury Bills purchases tended to absorb the excess 
supply of floating money on the maiket, and kept bankeis’ rates for 
money at call, at short notice, and for longer periods at much higher 
levels than would otherwise have been the case ’’ — As I have said, the 
total outstandings of treasury bills in England have remained com- 
paratively stable m lecent years 

6989 Have you any figures to give us’ — We have no figures ready at 
hand, but we may refer to a passage m the book "the Discount Market 
m London’’ by Mr H W.~ Gieengiass published in 1930 Here the 
author says, ‘the tieasury bills have since 1914 been the sheet-anchoi 
of the discount market, with the exception, already noted, of the inhibition 
upon the Continental banks to hold large lines of them, they are always 
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■eagerly sought and axe freely discounted and xe-dxscounted throughout 
then hfe The outstanding total is i datively stable over a period of 

months 

6990 There axe the words ‘relatively stable’ I have figures, which 

would come out in later questions, to show that the outstanding i s subject 
to large variations But apart fiom that passage, have you any statistics 
m youi possession to support your statement that the outstandings have 
been steady m lecent yeais 01 m recent months'? — We have no figures 
ready at hand > 

6991 Have you anything more to say on this question? — We may also 
say that the effects of issues will have to be considered in relation to the 
total volume of circulation Piobably the percentage relation which the 
total volume of treasuiy bills m India beais to the total volume of circula- 
tion would be much higher than the peicentage relation which the total 
volume of tieasuiy bills in England beais to the total circulation 

6992 Mi Rashfoith I am not quite satisfied as to how this affects 
the position of banks? — The issues of treasury bills have often been 
responsible foi eieatmg a deflation and m that way a tight money market 
to give an instance Kefernng to flotation m markets, the latest report 
of the Contioller of Cunency says that the continued issue of treasury 
bills and a contraction of 4 croies against rupee securities of the Govern- 
ment of India stiffened exchange and enabled the Government to purchase 
£2 million steilmg at the end of August at Is 5gd 

Sir Purshotamdas Thalurdas I am afraid you are mixing u p credit 
and cuirency 

6993 Chairman You say that Government should as far as possible 
tiy to tap the so-called non-money market souices and you refer to the 
Indian States as one of such sources Would you kindly tell the Com- 
mittee what othei non-money maiket sources theie are? — We stated this 
by way of giving a general suggestion We had m mind the fact that 
for the 1928 rupee loan large subscriptions came from the Nizam’s Govern- 
ment 

6994 I have some peisonal knowledge of that loan I thought you 
were referring to the 1929 loan Have you any other non-maiket sources 
m view? — We are not very categoncal in our statement Government may 
also turn then attention to the vanous religious trusts’ funds, some of 
which may be profitably tapped We are not of course veiy sure 
about it 

6995 We had better leave the consideration of the discussion about 
religious trusts That is probably what you had m view? — Yes 

6996 You refer to the large Government of India’s borrowings since 
1917 and their effect on the flow of capital into industrial and other under- 
takings Is this a pecuhai featuie of India alone? Foi example, I find 
taking the treasury bills alone m England, that while the total amount 
of bills outstanding befoie the war was about £20 million the amount 
outstanding now vanes from £500 million to £800 million? — We think the 
answers we gave to the questions immediately preceding the last cover 
this to some extent 
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, • ^997 Excepts that it all depends on whether you find later , that it is 
conect to say that the outstandings of tieasuiy bills in England have been 
practically steady The figuies which I have taken fiom anothei published 
document show a wide variation 

6998 You say that lecently the Impenal Bank late shows a tendency 
of lemaming unduly high thioughout the year and not fluctuating season- 
ally as a few yeais ago Taking the yeais 1928 and 1929 I find that m 
the former yeai the Impenal Bank rate was lowered to 6 pei cent m 
June and to 5 per cent m July wheie it lemamed till the middle of 
November In 1929 it was lowered to 5 pei cent in the beginning of 
June where it remained till the middle of October The highest rates 
reached in the two years were 7 pei cent m 1928 and 8 per cent m 
1929 Comparing these with the yeai 1913 for instance, the Bengal Bank 
late varied from 3 pei cent m June to 8 per cent m January Is not 
this lowenng of the difference between the high and low points of interest 
rates m lecent yeais lathei a welcome sign than otheiwise? — We are quite 
satisfied that the fluctuations have been minimised in recent yeais, but 
we 'have also noted that this has been attained not so much by bringing 
down the highest rate as by pushing up the lowest rate Formerly the 
rate would go down to even 3 pei cent , m recent years the highest rate 
has remained comparatively steady, but the minimum has gone up to 5 
pei cent 

6999 You say that recently the Imperial Bank rate shows a tendency 
of remaining unduly high throughout the year and not fluctuating seasonally 
as a few yeais ago However, I shall leave it at that 

7000 You say that the Imperial Bank late is extremely ineffective m 
its relation to the bazai rates which aie often at maiked variance from 
the official rates I suppose you are refen mg to the rates at which the 
bills of small traders aie discounted by shroffs m the bazar at Calcutta — 
That is so 

7001 Comparing the two lates as given m the Controller of Currency’s 
report for the year 1928-29, I find that the Calcutta bazar rate followed 
the Imperial Bank rate, for instance the bazar rate was about 10 per cent 
•during April to June 1928 when the Imperial Bank rate was 7 per cent 
and when the Imperial Bank late was lowered to 6 m July the bazar 
rate was i educed to 9 Again when the Imperial Bank rate was raised 
to 7 m Januaiy 1929, the bazar rate wag raised from 9-10 to 10-12 per cent 
This rather suppoits the statement made by the Bengal Banking Com- 
mittee that as a matter of fact the hunch rates m the indigenous money 
market often changes svstematically with the bank rate May I therefore 
take it that your point is that the difference m the two rates is rather too 
high? — Not exactly that We find that the bazar rate tends to be responsive 
only when there is a distinct change m the bank rate But when the 
bank rate remains steady for a few months, we find that t the market rate 
takes its own course and fluctuates I am referring to the leport of the 
Conti oiler of Cuirency for 1929-30 

7002 In 1929-30 appaiently the bazar rate m Calcutta has been fairly 
steady, the lowest is 10, the highest is 12 Practically for the bulk of 
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the year it was H Comparing the figures with the Imperial Bank rate 
we find that — 


1929 


In April 


In May 


the Imperial Bank rate was 
8 

the Imperial Bank rate went 
down to 7 


the Calcutta bazar rate was 
11-12 

tl e Calcutta bazar rate went 
down to 10-11 


In June 


In July 


the Imperial Bank rate wont the Calcutta bazar rate 
down to 6 stood steady at 10-11. 

the Imperial Bank rate went the Calcutta bazar rate 
down to 5 went down to 10 


In August, September 
and October 


the Imperial Bank rates were the Calcutta bazar rate 
6, 5 and 7 were 10, 11 and 11 


From November . the Imperial Bank rate has the Calcutta bazar rate has 

been 7 been throughout 11. 

— Our observation lemains good so far as the Bombay bazar rate is con- 
cerned 

7003 We thought yoar statement was referring to the Calcutta rates 
as you come from Calcutta The Bombay rates have already been, 
examined by us on a previous occasion 

7004 Is not a pait of this diffeience explained by the difference between 
a Government security and the bill of a small trader? — We do not think 
so, because theie aie many big tiaders who cannot have access to banks 
foi discounting and who have to approach the indigenous money-lender 
for discounting then bill, 

I have been thioughouf pin suing the mattei on the assumption that 
you have been retelling to the bazar bill rates as given in the report of 
the Contioller of Currency as applying to the bill of the small trader I 
am quite piepaied to leave the question at that 

7005 Chairman You say that requests foi loans aie rejected by joint 
stock banks even when the piospective borrowei may have m his possession 
large stocks of goods of a value exceeding several times the amount of the 
loan demanded Could you kindly give the Committee any concrete 
instances wheie such requests have been turned down by joint stock- 
banks? — Mr Roif Chondhan Some have come to our knowledge and 
we will supply the Committee with concrete instances later on 

7006 You oppose the investment of foreign capital m Indian banking 
business, but you have no objection to foreign capital for industrial and 
agncultuial banks Would you kindly explain the reasons behind this 
differentiation? — We make a. differentiation only m the matter of share 
capital and debentures In the formei case, our view as that capital should 
not be imported from abroad 

7007 Would you not object to industrial banks attracting foreign 
capital by debentures? — No 

7008 Yon say that it may help banks to attract more deposits if they 1 
take in some leprCsentatives of the depositors on the dnectorate Would 
you kindly explain to the Committee how this suggestion can be carried' 
out m actual practice? — As m the case of policy-holders of life insurance* 
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, ompanies, we suggest that the depositors of banks (both current and 
iixed) shou]d have a voice m the election of directors Our view is that 
one or two directois should be elected by these classes of people, those 
who keep their current accounts running for at least a year and all other 
fixed depositors 

7009 The question of the insurance companies’ policy-holderg is 
slightly different because they are somewhat of a permanent character, 
but my difficulty m the present case is how will you make it a practical 
working proposition? — Ovr view is that the cunent depositors should 
elect one director from among themelves, while the fixed depositors also 
should have one of their own nominees as a director These elections 
shall -take place once a year 

7010 My practical difficulty is this Supposing the election of directors 
take place on the 31st March of a particular year when there are 50 
current account depositors on the rolls and they may elect one man When, 
the new directorate comes to function three months later it may be found 
that 30 of these have ceased their connection with the bank having with- 
drawn their balances m the current account Then what will you do? — 
Such occurrences m our opimon are rare Generally these current 
account depositors are more or less of a permanent chaiacter 

7011 I have mot put to you any question about the position of the 
indigenous bankers because I find all that you have said before us as also 
before the Bengal Provincial Banking Committee is m regard to banking 
regulation and vou have made no recommendations m regard to the work- 
ing of the indigenous bankers I say this with a view to enable my 
colleagues to understand the position 

7012 Mr Khattan As regards pnvate banking firms you say that 
“the Committee would suggest that such of them as are prepaied to 
accept a scheme of official inspection and undertake to submit periodical 
returns regarding their state of affairs may be granted the privilege of 
using the appellation ‘Banking Company’ to distinguish them from the 
registered corporations previously refeired to ” You will remember that 
I was asking you last Saturday whether leading indigenous bankers were 
.using the words ‘Banking Company’ at all? — No, they are not using that 
appellation at present 

7013 Therefore do you think that the privilege of using the appellation 
‘Banking Company’ could be a sufficient attraction for the indigenous 
bankers to accept a scheme of official inspection and to submit periodical 
returns which they do not do at present? — That is not a sufficient attrac- 
tion Our Chamber thinks that they must have re-discounting facilities 
as well 


7014 The Marwadi Chamber of Commerce, Bombay, who represent a 
great deal of indigenous bankers have placed a scheme before us Their 
scheme is that the resources of the indigenous bankers should be enhanced 
by their getting re-diseountmg facilities and m return therefore they should 
submit themselves to inspection, etc , and the five points they advocate 
are — 

“(1) There should be, along with a schedule of joint stock banks, 
a schedule of shrovs to whom certain recognised financial 
facilities should be given 
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(2) The shroffs who may conform to the standard fixed therefor 

should be included m the aforesaid schedule 

(3) The account books of the scheduled shroffs may be periodically 

inspected by examiners appointed by the Cential [Reserve 

Bank 

(4) They should be allowed to carry on the business of Commission 

Agents along with that of banking 

(5) They should be prohibited *om trading on their own account.” 

Along with these they also agrees to another condition on the sug- 
gestion of Sn Purshotamdas Thakurdas that while they would get re- 
discounting facilities at 1 per cent below the bank rate they would under- 
take not to charge a late of mteiest highei than by about 2 to 3 per cent 
over the Imperial Bank rate, so that they would get a margin of 3 to 4 
per cent between the rate on which they get their re-discounting facilities 
and the rate at which they would lend to their bouowers What do you 
think of this scheme? — We aie m perfect agreement with this scheme 

7015 Sir Purshotamdas Thalurdas Has your remarks the approval 
of your Chamber? — Yes 

7016 Regaidmg licencing of foreign banks, you have not given us any 
details of the conditions that you would kke to be included in the terms 
of the licence Could you give us your further ideas m the matter? — We 
have not thought over the subject further We shall write to you Jater 
on our definite suggestions m regard to this 

7017 Mr Devadhar Are there many members in your Chamber who 
have knowledge about the working of co-operative institutions? — Our 
members are mainly concerned with trade and commerce 

7018 Are there many indigenous money-lenders who are members of 
your Chamber? — Not the small mone} 7 -lendeis 

7019 May I therefore take it that m the memorandum which you 
have submitted there is no refeience to anything like dealings of small 
money-lenders oi those of the co-opeiative institutions by way of com- 
parison? — We have made our suggestions m regard to that matter before 
the Provincial Committee 

7020 You do not think that tiading or commeicial interests are opposed 
to the promotion of co-operative institutions? — We are not opposed, neither 
are we indifferent with regard to the co-opeiative movement 

7021 If there is any such impiession going about then it is wrong ? — 
Yes 

7022 One of the conclusions arrived at by the Bengal Provincial Bank- 
ing Enquiry Committee with regard to habitual usury (m paragraph 330) 
is that it should be made a criminal offence What are your views m 
regard to this? — Mr Srn Gupta Probably the interpretation of this re- 
commendation will be limited by another leeommendation of the Com- 
mittee where they have specified the maximum rate allowable 

7023 Yes, they say anything m excess of 48 per cent shall be con- 1 
sidered usurious Do you think the ruling rate goes up so far as 48 per 
cent? — So far as our Chamber is concerned, I may assure you that 
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'•some indigenous banters who aie members are lendmg at even lower rates 
4han the rates of joint stock bants 

7024 So then if you are for lowering the existing market rates of 
interest and if I tell you that the co-opeiative institutions are working 
with a view to bringing down the interest rates, you would favour the 
promotion of such institutions Would you not 9 — In certain parts of 
Bengal these co-opeiative institutions are charging from 16 to 18 per cent 
interest 

7025 In that case the ruling maiket rate must be more than 30 or 40 
per cent 9 — That might be 

7026 I am on the general giound I am only trying to get a general 
opinion from youi Chambei about your views on the Go-operative Move- 
ment? — We are not against the Co-operative Movement We would 
welcome any institution which would strive m bringing down interest rates 

7027 Lola Harkishen Lai You have made ceitam statement with 
regard to the treasury bills May I ask you whether you think the line of 
action taken in regard to then issue m England and India is the same? 
In other words, do you think the class of people who tender for these 
treasury bills m England and India are the same? — In oui opimon they 
are almost the same We think bankers aie primary investors m these 
treasury bills both m England and m India 

7028 Have you any personal knowledge in legaid to this statement 
of yours? — We have read about it m financial journals and reports 

7029 Would you please name the journal for our information? — I do 
not exactly remember Probably I read it m the “Indian Finance”, 

Mr Khaitan I do not think it gives that information 

7030 Lala Haikishen Lai That is exactly my point There are 
authorities who say that in England these treasury bills are mainly held 
by banks and discount houses, whereas the official notifications published 
by the Controller of Currency in India do not give us any inhumation to 
show that they are the same class of people who subscribe for the same 
in India as well What is your impression — We have no definite 
information on the point 

7031 If I tell as a banker of some experience, that Indian deposits are 
•actually withdrawn fiom banks, when the treasury bills are offered at 
6 per cent mterest, and are actually invested m the latter, will you doubt 
that statement 9 — We beheve in that statement 

7032 Sir Hugh Cocke With regard to your suggestion for having 
directors to repiesent the interests of current and fixed depositors of 
banks, would you tell us the piocedure you would adopt m regard to the 
election 9 — Mr Roy Choudhan The procedure might be followed as in 
the case of insurance companies 

7033 By calling a meeting you mean 9 — Yes 

7034 Then would you make any restrictions with regard to the 
depositors who are entitled to vote 9 — A limit might be placed on the 
maximum deposit balance which will entitle a depositor to have a vote 

7035 Who will publish that eligible list 9 — The bank will have to do so 

7036 Without giving the particulars as to the amount of deposits held 
bv them or not 9 — Banks should not divulge the financial position and 

2 y*2 


756 


standing of the depositors They must simply announce the list of 
depositors who are eligible to have a vote, and it is for the meeting of 
eligible voters to decide uho their representative should be 

7037 Chairman The bank’s list is final m the matter and you do not 
expect any depositor to make a complaint that the bank’s list is not 
complete or wrong m certain respects and so on? — The bank’s list must 
he final 

7038 Dr Hyder You are m favour of industrial banks, aie you not? 

* — Yes. 

7039 You are also m favour of having a few Government directors for 
these banks ? — Yes 

7040 You said you were also m favour of having Government experts 
for these industrial banks May I ask you what soit of qualifications you 
have m mind for these experts? Do you mean that they should be 
chemists or metallurgists oi do you think that they should be expert 
financial advisers? — They should be expert financial advisers We have 
already expressed our view that they should be representatives of financial 
and commercial interests. 

7041 You agree that indigenous bankers should get re-discounting 
facilities from the Deserve Bank ? — Yes 

7042 Would you place these indigenous bankers on the same footing 
as other joint stock banks or would you make any differentiation m their 
case? — We do not think theie should be any diffei entiation 

7043 Do you think the Deserve Bank should charge the same rate for 
re-diseountmg* facilities to these indigenous bankeis ns they uould to the 
Indian joint stock banks? — In oui opinion there should not he any differ- 
ence m the lates of interest 

7044 Dr Hyder These joint stock banks have to deposit under law 
sums of money which would bung them no interest Would you like a 
similar obligation to be imposed on the indigenous bankers? — We cannot 
express any definite opmion 

7045 Would you ask your Chamber to give its considered opinion on 
these points, namely, the late of mteiest to be charged, the extent of the 
accommodation and the amount of deposits to be placed by the indigenous 
bankers m the same way as mteiest-free deposits to be placed by the 
joint stock banks? — We would do that 

7046 Would it be possible foi your committee to let us have a con- 
fidential statement showing the total amount deposited by the members 
of your Chamber m the last 12 months with the various foreign exchange 
hanks? — I cannot say whether it will be possible to obtain the information, 
but I will certainly place the suggestion befoie our Chamber 

7047 hlr Manu Subedar At the bottom of. page 30 of your memo- 
randutn you said “they have no objection,, for example, to taking loans 
from the latter when money is tight, but instances where they have lent 
money to them are very rare” Are you referring to the call-money loans 
or any other form of loans ,You have been referring to the absence of 
reciprocity between the various institutions? — We have only stated a fact- 
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7048 Between the exchange banks and the joint stock banks, your 
information is that joint stock banks give money to the exchange banks 
but cannot take money from them? — That is so 

7049 With legard to Government boriowmg is it your complaint that 
the volume of Government borrowing as well as the late at which the 
Government borrow divert a large amount of money which would otherwise 
have been utilised m financing trade and industry? — We have made it 
clear m our memorandum 

7050 You have mentioned the volume but not the rates at which 
Government borrow? — We have already stated that the rates offered on 
the treasury bills are higher than those quoted for inter-bank business 
for corresponding periods 

7051 What is the lesult of this huge Government borrowing m such 
'large amounts? Is it to advance tiade and industry? — It is intended so 
far as we can make out to tighten the money market which entails a 
certain degiee of haidship 

7052 You have stated that the resources of the Indian money market 

should be strengthened by transferring the reserves to India I suppose 
you say this to support your statement where you say, “the remedy which 
ithe Committee would suggest m these circumstances is that not only 
should the Government’s financial policy be brought in line with sound 
economic doctrines and true national interest ” Do you mean 

to say that there has been no financial policy m this country ? — That is so. 

7053. And you suggest that those reserves should be transferred to 
India? — Yes, 

7054 You suggest this because you think that it will bring down the 
trates of interest? — Yes. 



768 


TWENTY-THIRD DAY. 
Monday, the 22nd September 1930. 


PRESENT : 


Sir Bhupendra Nath Mitea, K.C.S.L, K.C I.B , C B E (Chairman)* 
Sir Pubshotamdas Thakurdas, Kt., C.I.E., M.B.E. (Vice-Chairman)* 


Mr. D P. Khaitan 
Mr. E V Rusheorth. 
Mr. Manu Subedar. 
Sir Hugh Cooke, Kt. 
Dr L K Hyder 


Lala Harkishen Lal. 

Mr R. W Buckle y. 
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Mr G. K. Devadhar, C I.E. 
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Mr. W Lahond 
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Mi-. R. P Masani, M A (Joint Secretary). 


Mr R C Pandit, General Manager, Bank of Behar, Ltd., was then ex- 
amined 

7055 Chairman • Mr Pandit, you are General Manager of the Bank of 
Behar 2 — Yes, Sir 

7056 When was it started 2 — In 1011 

7057 With what capital 2 Have you got your balance-sheet with 
you 2 — I have not brought it with me. Sir, but it appears m the Behar Com- 
mittee’s report 

7058. You say that audit and examination by special auditors will not 
be of much use, while on the other hand, it is likely to do incalculable haim if 
there is difference ox opinion regarding investments with the Management 
and the publication of such reports In the first place will you kindly say 
whether the present system of audit of banks is satisfactory 2 — I think it 
is fairly satisfactory. 

7059 In the second place, it has been suggested that audit by special 
auditors will be useful m cieatmg confidence m the minds of the investing 
public and the shareholdeis Would you kindly tell the Committee your 
views on this suggestion 2 — I do not think that a mere certificate from the 
auditor will create any great confidence It is the Management which creates 
confidence 

7060 In the third place will you kindly expand your idea regal ding the 
possibility of independent audit doing incalculable harm to the bank 2 — It 
depends on the kind of auditor you engage He may give a report which may 
appear to be allright but it may be wrong and may at times prove disastrous 
to the bank I had an experience once when we engaged a chartered account- 
ant and auditor who gave us a report saving that documents were produced 
which could not be identified, that securities were shown about which it was 
not possible to ascertain any value and so on Now, as a eeitificats that was 
right enough but at the same time it misrepresented the true state of things 
m the bank and ’f that report wort published, the public would at once have 
become suspicious 

/061 . If the report was allught, why should not the depositors he allowed 
to know the true state of affairs 2 — My submission is that It was not the true 
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state of affairs. Another diffculty is that most of these documents are in ver- 
nacular, at least m the moffusil where I have to carry on most of my business, 
and if all the auditois who came and gave certificates insisted on these docu- 
ments being translated into English and then the translations to be verified, 
it would entail unnecessary expense on the Management 

7062 Sir Purshotamsae Thakurdas — Is it your point that the auditor 
should bo a person who can read the vernacular of the province ? — Yes ; 
but it is very difficult to get auditors who know the vernaculars 

7063. But supposing it were possible- to do so 2 — Then the auditor® 
would raise other difficulties Eor instance, difficulties regarding the loans 
given on the personal security of the parties He may not know most of those 
parties 

7064 Lala Harhshen Lai — Apparently, Sir, the witness is referring, 
to special audit The ordinary auditor promised long experience of local con- 
ditions does not find it difficult to i eveal the true state of affairs m any bank 

7065 Chairman — Does an auditor even elected by his shareholders 
know every party 2 — Does he not go by what the shareholders say 2 — He does 
to a certain extent, but the difficulties are minimised because he knows a 
numbei of people doing business with the tank If, on the other hand, you 
send down a special auditor to audit a bank from somewhere, he will have diffi- 
culty m assessing the true state of affairs He may not know certain parties 
and he may say that they have not repaid their loans and thus lie may mark 
them as doubtful debts Now, all that may be correct from his point 
of vew, but at the same time it is not tiue Some years ago we ha d an auditor 
to make up our accounts He classified a number of items as doubtful debts 
and I can tell you that they were all realised though some of the debt's which 
he classified as good were lost 

7066 Mr Manu Subedar • — Was he a special auditor? — He was a char- 
tered accountant 

7067 Sir Hugh Cocke — With reference to the documents in the verna- 
cular, would they be title deeds 2 — Yes 

7068 Would there be any other kinds of documents ? — Yes, sometimes 
piomissory notes 

7069 They may be m different vernaculars 2 — Yes 

7070 And you do not expect the auditor to be well- versed m all the ver- 
naculars of the province 2 — He may be knowing one or two 

7071 Ts it not desirable t-herefoi c to have certified translations m English 
from solicitors 2 - — We do not get such translations 

7072 But if your auditor asked for such translations fiom the solicitors 
they could be produced 2 — Yes 

7073. Chairman — Would not the difficulty m th? case of an auditor 
elected by the shaioholderb be as great as that m the case of the special audi- 
tor 2 Would not an outside critic be justified m suggesting that the auditors 
selected by the shareholders who complacently take things on trust are not 
the sort of auditois who could be expected to safeguard the interest of the 
shareholders 2 — So far as my experience goes, the auditor is always very' 
keen on saving his own neck 

7074 Mr Manu Subedar — The problem before us is that several banks 
that failed were bemg audited and obviously the auditor’s i ep or t did not convey 
to the shareholders or to the depositors the true state of affairs which were 
really bad two nr three years before the failure. Now what should we do m 
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ordor to give greater protection to the shareholders and the depositors?— 
My point is that we cannot make a fetish of this auditing business We have 
to depend on the training and the integrity of the Management 

7075 . But the auditor gives a picture of the affairs of the bank supposing 
there is a big fraud going on 2 — Yes, to a certain extent be does reveal such 
cases 

7076, You are opposed to the special audit which would also consist of a 
trained staff 2 — If those aud’t reports are kept confidentially, I would not object 

7077 Chairman — And if the audit reports go to the Reserve! Bank 2 — 
I will not object to that 

7078 Sir Hugh Codec — Take j r our own particular bank and your own 
personal experience Do you consider that audit has failed to present the 
correct position to the shareholders ? — I do not think, Sir 

7079 So, your shareholders are Satisfied with the audit reports 2 — Ycs> 
they are. 

7080 Mr Lamond — With regard to these advances against title deed* 
etc., is it not your practice to send these deeds to your lawyer** ? — Certainly 
we do 

7081 Now, if you get a letter from your lawyers saying that he has ex- 
amined the title deeds, can’t you satisfy the auditor 2 — He will still raise 
objections He will, for instance, refuse to be satisfied as to the nature of the 
deed The lawyers will, of course, say that they have examined the deed care- 
fully and find it correct but the auditor will express doubt as to the correct- 
ness of tbe signature 

7082. Chairman — You sny that the business of Indian banks are not 
conducted on the lines of Exchange banks or of the Imperial Bank where loans 
are for short penods and the values easily ascertained Are not the loans of 
the existing Indian banks which are engaged in commercial banking, also 
mostly for short periods 2 — As far as our bank is concerned, the bills discounted 
are for short periods Tbe other advances aio carried on for longer periods 
I do not know about other banks 

7083 Are these advances for considerably large sums of money ? — Yes. 

7084 Sir Purshotamdas Thahurdas — When you say that these loans, 
continue for long periods, you do not make them straightaway for 3 or 6 
years You give them for a year and then they are renewable 2 — Yes. 

7085 If you a^e dissatisfied with tbe borrower, you have the right at the 
end of the year to call up the money ? — Yes 

7086 Therefore can you really call them long period loans ? — They do 
manage to become long period loans 

7087 Only with your approval and with your consent , otherwise they 
are liable to be called up at the end oi the year or six months. Would it not 
bo correct therefoie to say that all your loans are for a period of six months or 
for a year, Subject to renewcal with the consent of both sides ? — In Exchange 
Banks, for example, as each bill falls due, it is automatically replaced by 
others 

7088 Chairman —Those a r e bills which correspond to hundis, we are 
talking of loans These are initially for twelve monthB, but they are renewable 
with the consent of the lender and so far as I can make out, the position m 
regard to Exchange Banks is thj same in regard to loans As regards bills, 
the loan given for, say, 12 months mav be renewed for another 12 months and 
so on. 
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7089. Lola HarJashev Lai — You are using the word * loan * for all 
-advances. There are separate mortgage deeds, for example, hundis and loans 
proper Except mortgage deeds, the others are for a fixed period only, the 
•maximum being one ytai ? — Yes, 

7090 Sir Hugh Cocla — If I produce a title deed worth a lakh of rupees 
and I want a loan of Es 30,000, you advance Es 30,000 and you retain the 
title deed What else do you take fi om him 2 — We take a mortgage 

7091 To the effect that the amount would be repayable within a certain 
-"time 2 — Yes 

7092. Chairman — Would you also kindly explain what you mean by 
values being easily ascertained m the case of loans made by the Exchange 
Banks and the Imperial Bank 2 — I refer to advances on promissory notes, 
■shares or stocks which are easily ascertainable 

7093 Are you also referring to mortgage deeds, because you would be 
.giving loans on promissory notes and their value would be equally easily 
ascertamable ? — Our securities are not of this nature The values of Govern- 
ment promissory notes, shares or other stocks on the security of which 
Exchange and Imperial Banks advance are easily ascertainable 

7094 But I think you told us just now that the security behind your 
'loans also was Government promissory notes and shares 1 — No. 

7095. Your security, generally speaking, is mortgage deeds ? — Mortgage 
deeds, personal credit or ornaments We do a ceitam amount of business 
on the security of Government promissory notes or shares, but that is a very 
•small portion of our business 

7096. When you grant loans on personal credit, do you not take a promis- 
sory note 2 — Yes 

7097. Therefore there would be no difficulty in assigning a value to it ? — 
’The value is the man’s value 

7098. But there is a promissory note ? — The promissory note is for a 
certain figure : you may attach full value or no value to it, it depends on the 
man 

7099 Even the other banks you mention may, on occasion, give loans 
•on personal security on promissory rotes 2 — Yes 

7100 Dr. Ilyil.r . — Do you assess the value of ornaments on tne basis 
of the gold or silver contained in the ornaments or their value as ornaments ' — 
On the basis of gold oi silver contained m the ornaments 

7101 . What is the difficulty you refer to then ? — The difficulty is to assess 
•the quality of the gold or silver. Suppose I say the gold is worth Es 20 a tola, 
"the party says it is Es 22 or 24 a tola, who is to judge between the turn 2 

7102. Do you not go by the market rate 2 — The market rate is a different 
thing We go by the actual worth of gold m the ornament 

7103. Chairman —You say that the reports submitted by Government 
auditors have been found to he wrong and misleading May I suggest to you 
that you are making a generalisation based upon an individual instance, as it 
has been pointed out to us that outside audit conducted by Government 
auditors m the case of Port Trusts, Municipalities, etc , has been found to be 
very helpful 2 — I know of two cases, one referred to the aud’t of co-operative 
accounts and another to the Gaya District Board and I have read the replies 
given by Government m the Council When one oi two cases come up like 
that, there must be a good number whidh never see the light of day. 
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7104, That ’s your view. It may be tbs other way, viz , .that these are 
only the bad cases 2 — May be 

7105 You say that a private banking firm receiving deposits from the 
public should be required to publish its accounts properly audited once a year. 
It has been pointed out m the Provincial Bunking Enquiry Committee’s reports- 
that certain classes of indigenous bankers receive deposits from their friends 
and relatives Would you require these indigenous bankers also to publish 
their accounts 2 — Eveiybody becomes a friend when he comes to deposit 
monev. I should expect the accounts to be audited 

7106 Therefore you would make no distinction between the tv o cases 2 — 
No According to Indian interpretation the term ‘relatives’ is a very 
wide one 

7107 If these private bunking firms also do other business like trading- 
would you require them to publish their accounts both m regard to their bank- 
ing business and their other business separately 2 — I am not at all very keen 
about the trading acc ount 

7108 Therefore the account relating to the banking business should bo 
kept separately from that relating to the trading business 2 — Naturally 

7109 You say that foreign bunks or banking firms should bo allowod to 
open offices m India only undei license. Wouldyou kindly tell the Committee 
what are the objects underlying this suggestion 2 — My point of view is that 
banks from foreign countries should not be allowed to exploit the conntiy.. 
They should como here and be of some help to us first of all, they should 
bring their own money, they should be hero not only to fix up sign-boards 
and make money out of us 

7110 Is that the onty point 2 This suggestion is not based with refer- 
ence to any considerat’on arsing out of the intei ests of the depositor 2 — Yes 
the b dance sheets should also bo a protection to the depositor At present 
there is no restriction, a bank may come from airy W’heic I remember the 
instance of a Japanese bank which closed its doois 

7111 You say that 50 per cent of the funds of these foreign banks or 
firms employed in India should be flora their countxy of origin Seeing that 
funds employed by them vary considerably according to seasonal conditions, 
would you kindly state whether your suggestion is practcable 2 — I do not 
Bee why it should not be If they can raise funds to meet their seasonal lz- 
quirements iu the country, then they should be able to getitfi om then country 
of origin 

7112 But would a definite hurt hke that be workable, seeing that the 
requirement of money varies largely, say, month to month ? If, for example,, 
the total amount of their borrowings m India were during the course of the 
year on an average 50 per cent would that meet youi requirements 2 — I 
would want it alwavs from day to day 

7113 You say that the activities of those foreign banks should be con- 
fined to the port towns I take it that your suggestion is to i cstrict the opera- 
tions of these foreign banks to the financing of the foreign trade of India • — 
Quite so 

a I ar ^ ^ ie in ternal trade t s connected with this foreign trade, 
would you kindly tell the Committee whether you would prohibit foreign banks- 
rom having any part in this internal trade ? I may illustrate the point by 
giving you a concrete instance Supposing wheat is railed from Lyallpur 
to ilaracbifor export abroad, would you or would you not allow the foreign 
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banks to finance wheat as ?oon as it has been railed at Lyallpur ? — Yes, I 
would allow him to have an Indian agent there. 

7115. You suggest that special privileges and concessions may be given- 
to banks which satisfy a certain standard Would you kindly explain what 
privileges and concessions you have in mind 2 — The only privilege I have nr 
view is the facility for re discounting Every bank wants money and cheaper 
money 

7116. "You suggest that each provincial Government should allow one 
scholarship every year tenable abroad, to suitable candidates for the next 
three vears and thereafter every alternate year for the ore teal and practical 
training in banking It has been suggested by the Indian Institute of Bankers 
that it is desirable to send young Indians abroad to study international exchange 
and the various problems connected with currency and exchange after these 
people have had a good training m banks in India Would you kindly favour 
the Committee with your views on this suggestion 2 — Yes, it is a good sugges- 
tion 

7117 Would you accept it 2 — Yes 

7118 You say that under suitable safeguards cheques of approved banks- 
may bs accepted by all Government departments m payment of its dues 
Would you kindly explain what you mean by ‘approved 5 banks 2 — -I have 
in mind the Reserve or Central Bank working and it will naturally have a list 
of approved banks whose bills *t may be re- discounting and whose accounts 
it must be auditing 

7119 You refer to banks approved by the Reserve Bank 2 — Or any other 
institution or controlling authority which may be started or may be autho- 
rised by Government for the purpose before the Reserve Bank comes into ex- 
istence 

7120 You complain about the difficulty m getting hundi papers Would 
you kindly tell the Committee from whom these are usually obtained 2 — In 
Patna, the provincial capital, there ate one or two Btamp vendors who stock 
hundis , otherwise one has to go to the treasury, put m a chalan and wait the- 
whole day to get it 

7121. It has been suggested f by one of the Provincial Banking Com' 
mittees that these bill forms should be standardised and post offices should 
stock for sale these forms Are vou m favour of this suggestion 2 — Yes, butr 
why standardise the bill form 2 Hundi paper may be supplied 

7122 You only want hundi paper and you want the post office to stock 
this and sell them 2 — Yes 

7123 You are not m favour of the standardisation of the bill forms 2 — 
I cannot say either way 

7121 Mr. Mann Subedar — You know that under the Stamp Act the 
purchaser of every stamp paper has got to give his name if the post office sold 
the hundi paper under your suggestion Would you want the names to be 
taken by the post office or would you like hundi paper sold as ordinary 
stamps 2 — Names may be taken 

7125 Mr Khaitan — Suppose I buy hundi paper from the poBt office,, 
my name is taken there and a neighbouring firm is m need of hundi paper, he 
cannot take that paper from me and use it Can he 2 — He can go to the post 
office to get one. 

7126 But is there any particular advantage m the name being written 
on the hundi paper ? — I do not see any. 
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7127 If there is no advantage, why do you want the names to be taken 
down i — No, I do not want it done , but if it is wanted, I See no objection to 
“its being done 

7J28 You say that the Imperial Bank does not trust Indian banks, but 
the instances you quote m the next two paragraphs relate to the old Bank of 
Bengal Would you kindly tell the Committee whether you have any concrete 
instances which support your statement so far as the Imperial Bank is concern- 
ed i — Personally I think it is only a ohange of sign-boards and not a change of 
heart The traditions are still there, and the methods of work the same. 

7129. What we are concerned at the present moment is whether you have 
any concrete instance to give us which would support your statement so far 
as the Impel lal Bank is concerned 2 — No, our experience with the Bank of 
Bengal was enough , we do not -want to start it again with the Imperial Bank 

7130 You say that the Imperial Bank enters into active competi- 
tion with othei banks m the business of transfer of funds and advances Taking 
first the transfer of funds, is it not a fact that the Imperial Bank is required by 
the Government to give remittance facilities to the public at certain prescribed 
ratep and that the Imperial Bank allows other joint stock banks facilities for 
remittance at half those rates for transfers between the branches of those 
banks ? — Not always and everywhere Bor example, at our Chapra office, 
they will only give that facility to us for transfers to Calcutta and not to any 
other place, like Bombay, and they insisted on our having a branch at both 
places We are there on the same level as any ordinary merchant 

7131 In this connection, would you kindly explain your statement that 
the charges of the Imperial Bank for transfer of funds are too high and that 
the bank does not go with the market or control ”t l — In the season when tbe 
crop movement starts, wo can get drafts on Calcutta at 2 annas discount, 
while thp Imperial Bank has always a fixed ^ rate for transfeis at £ anna pre- 
mium When I can make 2 annas by buying hundis, why should I transfei 
funds through the Imperial Bank, who stand on then dignity and stiffness 
and ask for £ anna ? 

7132. But does not this show that the Imperial Bank does not compete 
with other banks m regard to remittance of funds 2 The Imperial Bank has 
not a monopoly, so that when it suits you you can avail yourselves of other 
methods 2 — But they are not always available 

7133 Are they more frequently available than not ? — No, they are 
available for a month or two months m the year 

7134 Then, apparently, the fact that the Imperial Bai k is there operates 
"to youi advantage, because when the Imperial Bank rate is lower than what 

you can get in the bazar, you make use of the Imperial Bank ; when the 
Imperial Bank rate is higher than what you can get m the bazar, you make 
use of the bazar rate 2 — I see no reason why the Imperial Bank rate should not 
also go down with the bazar rate 

7135 I was trying to find out whether this so-called competition of the 
Imperial Bank does not, as a mattei of fact, operate to the advantage of a joint 
stock bank which has got to send remittance from one of these places where 
the Imperial Bank has a branch ?— Not always 

G36 Mr Lamond — I find that the Bombay Provincial Banking Enquiry 
1/omnnttee asked Mr Gray, Manager of the Bank of India, Limited, this ques- 
ion ‘ do any of your branches get any facilities from the Imperial Bank of 
naia tor remission of funds ” and his reply was * the Imperial Bank i& very 
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reasonable with us m that respect ’ ? — That was because Mr Gray was there 
and not Mr. Pandit 

7137. Mr Mann Subedar — Another joint stock bank like yours told us 
that the branch of the Imperial Bank charges for collection of cheques on their 
branch, where the Imperial andiomt stock branches are side bv side, and also 
on demand drafts, so as to discourage people drawing cheques on the Indian 
bank and taking demand drafts on them Is that your experience ? — No. 

7138. They are reasonable with you m that respect 2 — Yes 

7139 If I had my account with the Imperial Bank and paid in my~ 
cheque on your bank, there would be no collection charges 2 — No 

7140 If I got a demand draft on you from my Calcutta agent, it would ' 
be collected free 2 — Yes 

7141. So, that inconvenience you are not fee ling 2 — No. 

7142 But the othei inconvemenee about remittance you do feel ?< — 
Yes, the Imperial Bank tries to cut into our business 

7143 Chairman — As regards advances it has been suggested by some 
witnesses that this competition between the Imperial Bank and the other banks 
has brought down the interest rate to the advantage of the public Would you 
kindly give your views on this suggestion ? — If the securities taken by the 
Imperial Bank are such, like Government promissory notes or approved shares, 
the rates would be brought down otherwise the business always goes to the 
Imperial Bank as they can always get them at a much cheaper rate of in- 
terest than we can The pick of the business is done by them 

7144 You say that the new branches of the Imperial Bank, m a numbe r 
of places, serve no useful purposes and only cut into the busme ss of local bank s' 
Would you kindly give some instances w here these branches of the Imperial 
Bank have cut into the business of the local banks and furnish tin Com mitt „a 
with some more details about such cases 2 — We have our branches at Gaya and 
Chapra where the Imperial Bank also have opened their branches The Impe- 
rial Bank have a large amount of deposits at these places some of which might, 
have been at other offices, but about other business they are not doing much. 
They are only trying to get into our business 

7145. You have already said that they cannot touch certain classes of 
your business ; they pan only advance money on such securities as they are 
allowed to take under the Act Prom what I could make out from your pre- 
vious answers in regard to remittances, their presence is rather helpful to you 
than a disadvantage Will you therefore kindly explain the extent of the com- 
petition they are having with you ? — For example, at Gaya they axe advancing 
on ornaments up to Its 500 at 7 per cent That is competing with us 

7146 And you used to make these advances at a higher rate of interest 2 

Certainly 

7147 Mr. Manu Subedar — Has the competition been such, with regard 
to your bank or any other bank, as to force them to withdraw that branch from 
a particular centre 2 — Not to my knowledge. 

7148 Then your complaint merely is that they take the plum of the busi- 
ness and the residue is there which they cannot touch 2 — Yes 

7149 Is it also your complaint that the Imperial Bank is actually able 
to lend out m a manner which satisfies the letter of the Act but not the spirit ? 
-"-No. 
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7150 Have you come across any cases where the Imperial Bank have 
accented as collateral securities tv o name promissory notes which they are not 
allowed to do under the Act 2 — No case has come to my know-ledge 

7151 Mr Rushforth. — Have they affected your deposits in these places! 
Yes, to some extent 

7152 On what ground do they take some of your own deposits ?— -I do 
pay a higher rate of interest, but some people want to go to Imperial Bank. 
Their savings bank rules are more liberal , they a How withdrawal, practically, 
of the whole deposit if the depositoi so wishes, while our rules restrict with- 
drawal 

7153 Theie aie no restrictions on current account 2 — No Many people 
prefer the Imperial Bank If the branch had not been there, we would have 
.got the deposits 

7154 Dr Hychr — Before the Imperial Bank opened branches at Chapra 
and Gaya, did you have to pay a lower rate of interest on deposits than you 
usually pay 2 -~- No, we are paying the same rate 

7155 Chairman — Had your rates on advances to he reduced after the 
Imperial Bank came to Chapia or Gaya 2 — To some extent 

7156 Have you got any statistics which would show what the volume 
of your loans and your advances and deposits at, say, Gaya or Chapra used to 
be before th* Imperial Bank came there and what the volume now js 2 — Of 
course we have an increasing volume of busmess 

7157 In spite of the competition of the Imperial Bank, the volume has 
been increasing 2 — Yes 

7158 Mr Manu Snbedar — Does it mean that you have cut some of the 
indigenous bankers or that the banking habit has increased 2 — The banking 
habit has increased 

7159 With regard to your suggestion that foreign banks should bring 
■50 per cent of then funds employed m India from their country of origin, 
do I take it that your suggestion is due to your feeling that India’s savings 
should all go to Indian banks 2 — Quite so 

7160 And the money sa ved m India on deposits with banks should go to 

Indian banks 2 — Yes • 


7161 A suggestion has been made to us that, following the rule m the 
United States, Canada and other foieign countries, there should he a restriction 
on the right, of the foreign banks to take deposits in this country, % e , they 
should not be allowed to take deposits at all What do you say to that 2 ~- 1 
would not go so far just now , it would be too drastic a change 

7162 But you would not hesitate to make such restrictions as might be 
found necessary m the interests of Indian banking 2 — Certainly not 

7l6o If I told you that the Exchange Banks do not bring any resource 
from abroad to India, but that almost the wholi of their advances are from 
Indian deposits, then under the 50 per cent rule you would take away 50 per 
cent of their deposit* 2 — Cu tamly 


7164 /Sir Hugh Cocke It has been suggested to us bv other witnesses 
hat bank auditors should be auditors of at least 6 years’ standing and they 
should not be recently qualified men Do you think that auditors should be 

men o special experience 2 Yes , we agree that auditors should be qualified 
men and with experience 

7l6o^ On the question of doubtful debts, 3-011 remember Government 
made a change m form E m 1926 Government held that if banks provide 
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for a secret reserve in the case of bad and doubtful debts in form {c F ” that 
would suffice Do you approve of the change 2 — Yes 

7166 You spoke of the progress of your bank m spite of the fact that the 
Imperial Bank has a branch at your centre Do you think postal cash certi- 
ficates have affected your deposits m any way 2 — No doubt it has affected to a 
little extent, but I do not think that has seriously affected the deposits m our 
bank 

7167. You agree that the progress of your bank is due mostly to general 
education, in banking habits and other things, of the people 2 — Yes 

7168 And th 1 withdrawal of the stamp duty on cheques might also have 
(induced more people to have eurient accounts with you Is that not so 2 — 
Yes 

7169 Mr. Devadhar — With regard to your remarks about audit and the 
quotation given by you under Appendix “ A ” do you say it refers to the 
audit conducted by the Bihar and Orissa Co-operative Federation 2 Do these 
accounts that you refer to refer to the members of the Federation ? — I could 
not enlighten you about that 

7170 JWere you ever a member of the Federation 2 — No I have not 
gone into the details of this matter I was only concerned m the way in which 
Government auditors had done their business 

7171. Would you exclude auditors of the Federation from that charge ? — 

I know nothing about them 

7172 You have nothing specific to say about the mistakes pointed out 
by the Federation ? — No 

7173. Mr. Sarkar — Regarding foiogn banks, you say that 50 per cent, 
of their funds employed m India should be from the country of origin Will 
you exclude funds deposited by their own nationals m India 2 — All money re- 
! ceived m this country should be included m the 50 per cent I consider all 
! deposits received in India by these banks should be included in that margin. 

7174 Mr. Khailan — I would like to ask you some questions about the 
1 (pdjjSpultiss that Indian banks have met with m relation to Government The 
fi.tsrV J h ln g you have mentioned ’s about a budding site being refused to you 
in theW^ ew Capital at Patna, but being given to the Allahabad Bank It is 
really difficult to understand the attitude of Government m tins matter Do 
you realm mean to say that when, you applied for a site to Government you 
were refused and the Allahabad Bank got the same site later 2 — I applied 
when Government acquired lands and I received a reply after about two 
years’ tuSta that the Government were considering the matter Then I 
> approached the Collector and he told me that these places were meant for 
piofpssionti people Later on, one fine day I found that the budding for 
the Allahabad Bank was coming up on that particular site which was refused 
to me 1 

7176 1 ynre you ultimately given the site 2 — I did not care to apply 

again and thmw were no other good sites available 

7176 Aftcpthat plain reply from the Collector, you j cssibly thought the 
matter was closed but still later on the Allahabad Bank got it Is that your 
point 2 — Yes, tha't is my grievance 

7177 Sir Hugh Cocke — How long after that the Allahabad Bank got 
hold of the 8’tr to which you reffr 2 — I think the}’ got it m about a year’s t me 
after Government refused the same to me 
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7178 Mr Khdita.n • And the 'Government did not even write to your 
later giving the option of having the site for yon 2 — They did not communicate 
with me at all 

7179 The next instance that you give is equally puzzling You refer to 
the electrification scheme at Cuttack 2 — It is more puzzling to me 

7180 Mr B Das practised as a consulting engineer in Bombay for 
several years 2 — Yes 

7181 He belongs to Cuttack itself ? — Yes 

7182 He was a local man with local experience and he represents Cuttack 
in the Legislative Assembly 2 — Yes. 

7183 Now, Government m their original proposal offered to give a loan 
of Rs 3 lakhs to Messis Octavious Steel and Company and m addition to that 
voui bank was prepared to guarantee another loan of Rs one lakh 2 —The 
whole scheme subm'tted to Government was for Rs 4 lakhs and we were to 
advance Rs one lakh and Government Rs 3 lakhs on the mortgage of the 
properties of the company 

7184 Mr Manu Subtdar * Who were to have the priority 2 —Govern- 
ment 

7185 Mr Khaitan • You know that a syndicate consisting of Dr 
B C Roy, Mr S C Bose, Mr N R Sircar, Mr N C Chandar and 
Mi P D H Smha also applied for this licence of electrification of Cuttack 
and they were also refused 2 — Yes 

7186 So far as tips syndicate were concerned, they were not an inexpe- 
rienced body but they have got valuable experience m doing business of that 
sort at Shillong, Gauhati and other places ? — Yes 

Chairman We have already got all these facts before us and theie is 
no use pui suing this p'unt w’th the witness It is entirely a matter which we 
shall discuss later 


7187. Mr Khaitan You said you were prepared to accept the second 
mortgage leaving the preference to Government to have fust charge 2 — Yes 
It was a condition precedent that Government should have its first charge 
we were to be satisfied with the second mortgage 

7188 You also refer to instances in the Gaya District Board takei 
my breath away to understand it The arrangement seems to be some 
film of contractors got a conti act from the Gaya District Board to dof a certair 
kind of work Is that so 2 — There were several contractors ancj[ diflerenl 
works 

7189 I am only trying to understand the position As I Understand 

your statement, it seems to be that the contractors as they carried on their 
work would be financed by you ? — Yes / 

7190 That is, that would be 10 per cent per annum and nlt4n a t e ]y- when 
tho work was completed, the District Board would pay you the n/oney as they 
have the knowledge that you were financing them Is that tljfe position 2 — • 


7191 Except the fact that the Gaya District Board/was recognising 
your financial policy with the contractors, was there any separate or distinct 
or independent arrangement between your bank dnd-thS-CkVa District Board 2 
— lhere was absolutely no such arrangement. 

wlfw WaB th 4 . 1S arrari g ein ent then considered so bad as to take the 
breath of Government officers away ' 2 — I do not know. 
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7193 Do these oortractors do the business independently of otters ruth 
their ovn money 2 — No contractor does any business -without' boi rowing 

7194 Chairman This matter has been referred to by the Bihar and 
Orissa Committee and J think' this is one of the instances -which led to the 
supers ?ssion of the Gaya Distuct Board Is that not so 2 — Yes 

So, then, we shall leave the matter at that, and discuss it among our- 
s elves later on 

7195 Mr Khaitan As you have made your ruling m regard to that 
matter, I do not want to pioceed with that point (To witness) There is 
another case of the Gaya Municipality to which you have referred 

Chairman There are matters, about the elaboration of which rve are 
not really concerned because the Bihar and Orissa Committee having goneinto 
the matter thoroughly have recommended a change m the rules of accounts 
If the Auditor General Las laid down a rule m regard to tLis matter, it m net 
for us to go into it at this stage 

Lila Harhishm Lai Am I to understand that we really cannot dis- 
cuss the action of the Government here 2 If the Auditor General passes a 
rule, can we not discuss his attitude here 2 

Chairman „ We can discuss the fact among ourselves 

7196 Mr Mann Snbsdar With regard to the Octavious Steel Company, 
js it a company registered m Bihar 2 — It is a European company pure and 
simple having its office at Calcutta 

7197 Sir Purslwtamdas Thalvurdas You heard this morning the evi- 
dence tendered by the Bengal National Chamber and you remember they 
advocated that the depositors should have a voice m the bank management 
and with that m view they suggested that the depositois should have one of 
their representatives to be a director of the bank Now may I ask you how 
you view that suggestion as a bankei of over 18 years’ experience 2 — I do not 
think this suggestion is practicable If a man to day is a. depositor, he may not 
have anything to do with the bank to-moiiow and still he will continue to 
be a director ! And moreover, he may havp only a ve v y small deposit -with 
a bank but still he will tiy to have his say m the bank management My 
point is that if any body desired to be a director, he can very well become a 
shareholder and thus help m the development of the bank 

71 9S You therefore do not favour that suggestion ? — I do not far cur 
that suggestion 

7199 In your interview -with the Bihar and Orissa Provincial Banking 
Enquny Committee you referred to an advertisement for tenders for build- 
ings at the Kanlte Mental Hospital which specified that security -would be 
accepted m the form of cheques on the Imperial Bank or on Lloyds Bank but 
not on Indian Joint Stock Banks Is that not so 2 — Yes , the point is that the 
advertisement did not specifically exclude joint stock banks but it only 
mentioned the other two 

7200 Are these cheques certified cheques ? — No 

7201 A man may or may not harm an account for that matter with a bank 
for purposes of operating through a cheque Is that ‘not so 2 — Yes This is so. 

7202 Have you heard of any such instances of such restrictions being 
placed or is it a solitary case you have ever come across ? — This is the only 
solitary case We followed this up and Government said 'that it was a mis- 
take on the part of the steward of the hospital who mentioned these in the 
advertisement 

Vol. Ill ^ 2 z 1 
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7203 Yon also refer to th° fact that your bank alone is not permitted to 
cut bad ^oins when fcjioy aro picsented at the counter Do other banks in 
vour tto, nee enjo\ this*pnnlcgc of cutting bad coins ? — So far as my inform- 
r ft m s mine is the oiity hank which is thus excluded from enjoying such 
. T , rlr il( rr, As a matter of fact, I have received a letter fiom Government 
deullonmg permission for our bank 

720-i Other banks m your province such as the Choti Nagpur Banking 
Association, The B.nares Bank and other banks have been given this pn- 
VJ |rtg,-» It is not therefore a disci nmnation made against Indian banks gen- 
erally 2 —I think it is not a disci imination against Indian banks genei ally, but 
it is a discrimination made against our bank particulaily 

7205 Mi Manu Subidar Is it your knowledge that all European banks 
vm King m join pi ounce hate got that puvilego 2 — The Impel lal Bank and 
the Allahabad B mk aie the only two European banks working m our pio- 
\i”co md T know tMt' enjoy that privilege 

7206 Sir Pnrshatamdas Thalm das It is only a disci imination against 
\ our hank and not Indian banks m general 2 — That is so In all matters 
concerning om bank’s relation with Government we invariably get the leplv 
til-' uncr i ( moivons “ No ” 

7207 S'r Pit rsholamdas Thai urd'is Arc there any moic instances of 
this nature 2 — No I have not come across any 

7208 You siy that the present position regarding credit facilities for 
producers, moichants an 1 nianufactuieis is highly unsitisfactory Credit 
facd tics are no doubt ai a liable to certain classes but these are often found 
to h > inndf quaff- Have you ary views icgardmg the utilisation of the indi- 
g <nons Mnlei in the purpose of providing ciedit ficibtvs for producers, 
luiwchrnte and manufacturers in the urban and the inrai areas with which 
anas your bank is particularly interested 2 — It is a very difficult question to 
answ'j 

7200 But do you agree it is a talrablc question foi this Committee to 
consider 2 - — Yes 

7210 Therefore is it not necessaiy for us to obtain the benefit of your 
long f'xjxn icnce 2 — It is for wiser heads than myself to advise I can only say 
that Mahnians and shroffs may be able to finance the agriculturists and the 
finirlki merchants 

7211 So you think that there would be a solution in that direction 2 — 
Yes 

7212 I believe tou remember the question which Mr Kbaitan asked the 
Bengal National Chamber of Comraeicc this morning while you were present 
Do you think that ff the indigenous banhoi observes all the restrictions 
t ommon to other banks and envoys the facilities open to those banks, he may 
b ' more us 'ful than he is to-day 2 — Certainly 

/218 May 1 ask whether you would be propared to make the pnvilcges 
which j on recommend equally applicable to the indigenous banker as the 
other banks 2 — Yes 

721 f So 3 ou treat the indigenous barker on the saim lines 2 — Yes, pro 
tided he srtisfies the accepted standard and obsertts nil the rostuctions pres^ 
tribe d 

7215 Mr Lamoni * Yill you please refer to your memorandum wheio 
you aav "m the supply or exchange of currency notes and of silver, there is 
a’.vajs trovibl" The issue of notes is restricted on the supposition that thess 
will b» utihsid for icmittance purposes” Have von made any complaint 
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about it to the Imperial Bank Yes They sax " we are prepared to supply 
you notes but you should not use them for remittance purposes *. 

7216. And vou give the assirams 2 — I have to , otherwise they would 
not issue the notes 

7217 But you never fail to get them when you really want them 2 — Some- 
times there is trouble 

7218 Even if vou give the assurance 2 — Yes, even if I undertook not to 
use the notes for remittance purposes, fchej would be suspicious 

7219 Mr Khaitan I would like to understand in more detail your 
porat about the documents accompanied by railway receipts, etc , and 1 want 
to know what facilities you lequire for the futuie, because our Committee is 
chiefly concerned with facilities for the futuie You say you have to keep 
Government promissorv notes with the Impel lal Bank Can you explain to 
me the ivhole position more fullv 2 —Mi point is that although these docu- 
ments are accompanied by railway receipts, still the Imperial Bank would 
not help unless my bank placed Government securities with the Imperial Bank 
to s uegaaid against, I don’t know what losses 

7220 If it is collection woik, then the Imperial Bank certainly do not 
run any risk 2 — 7 hey give hie credit for that amount 

7221 First, your client discounts the hundi with you and then you redis- 
count the hundi with the Imperial Bank Now, does the Imperial Bank 
require arv margin for this ,2 — They give me credit for the full amount 

7222 Supposing you had promissory notes worth Rs 10,000 with the 
Imperr 1 Bank and supposing you give the Imperial Bank hundis worth 
Us 25,000 would tho Imperial Bank rediscount the hundis for tue leinammg 
Rs 15,000 2 — No They will not They wdl only le discount the hundis to 
the extent of the seem '■ty placed with them 

7223 In spite of the far’t that the documents of titles are accompanied 
by the draft 2 — Yes, m spits of that 

7224 In order that you may carry on hundi business, is it necessary for 
you to have recouise to the Imperial Bank because you have not got branches 
of your own Ba nk ? — 1 must go to them 

7225 In view of the fact that you have got to maintain a full deposit 
of securities with the Imperial Bank, is your hundi business j educed on account 
of that 2 — We do not feel it 

7226 But you believe it is a hardship 2 — Yes, if I weie to withdraw the 
securities from the Imperial Bank for any othci purpose there would be diffi- 
culty 

7227 And you do not consider it good banking business for a banking 
institution not to deal with other people w’thout deposits 2 — For an ordinary 
client there is no hardship He has to depos't no security and he can get his 
hundi discounted moie easily than our bank 

7228 Chairman Am I -to understand that while the Imperial Bank 
would require full security from your bank, they would red’soount the hundi 
'for any merchant mthe bazar without any security ? — Yes 

7229 Is it deliberate 2 — It is 

7230. Is that the policy: of the Imperial Bank 2 — 1 think so. 

7231 How long has this practice been m existence ?— It has been there 
-all along 


2 z 2 
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7232 And do you apprehend that this difficulty anses out of tho fact 
that you are competing with the Impu ial Bank ? — Yes , in cejtmn matteis 
of business 

7233 Is that the feeling with you ? — It is not foi competition, they do- 
uot wart to touch these Indian hanks, they do not know what may happen 

7234 Is it becaus- the Imperial Bank feel that you arc competing with 
them m banking business that they do not want to give yon the same facih - 
ties as to an oidmaiy tr.idci or is it becausr of the colour of loin skin ot 
because of -want of confidence ? — I do not exactly know what the reason is 
As regards wart of confidence, th *v would give the facility to the man m the 
street rather than help an Indian lank * 

7235 Mr Iihaiian When von present hills to the Imperial Bank for 
rediscounting, does the Imprrinl Bank also look at the S'gnaturc of the drawer 
of the hill ? — Supposing theio is a veiy big mm chant in Patna who has dis- 
counted h’S bill with you and you present tho same to the Imperial Bank for 
rediscounting Now tho Impel ml Bank lias got the signature of that big 
merchant and also your signature m addition In that case would they still 
object to rediscounting the bill simply because it. came through you ? — Yes 

7230 But you satisfy youi self before presenting the bill that tho drawers 
are all good parties ? — Certainly' 

7237 Could vou kmdlv tell us if you have no objection, as to what is the 
turnover of your bank m n year ? — 3 think it would be about a lakh a month 
or say 10 lakhs a year 

7238 Seth Hcni Abdoola Ilaroon What rate does the Imperial Bank 
charge fiom the merchants 3 annas 

7239 And from you also 3 annas ? — Yes And still they” are refusing. 

7240 Sir Purshoiamdas Thalunhs Why do you find it necessary' to 
go to the Imperial Bank even w h?n they 7 do not gn e you any special facihtic s t 
Is it because you have no blanches of your bank doing business in other places ? 
— Yes it is for that leason 

7241 When the secuuty which the Imperial Bank demand from you 
particularly is so galling, wdiy do yen not gno tho bills to the Imperial Bank 
for collection and then claim money' ? — In that ease, the late would be higher. 

7242 What will be the difference ? —One oi two annas more 

7243 Which means practically that they comjcl yon to ic discount t] e 
hundi with them oven though you do not want money immediately ? — Yes 

7244 Mr Lamond I think tlmy would ehai go you the same Kite ? — 
No, Sir I have often told the Imperial Bank Agent that I do not w ant money 
and have asked him w bother lie would chnigc me lessei late and ho never 
agreed 

Sir Purshoiamdas TlwLvrdas Eitha Mr Pandit is under a misapprehen- 
sion or the Imperial Bank is doing something which it is difficult to understand. 
I am personally not intimate with th’s part of their business I think Mr 
Lamond would know the system 

Mr Lamond What Mr Pandit says is wrong (TFibiess) I would be 
glad if I were wrong 

7245 21r Lamond What is the standing of yom bank ? — 19 years 

7246 Chairrrpan Of course you aie a joint stock banker Is tho 
indigenous banker .under the samp difficulty ? — He has not got those securities 
The indigenous banker is therefore better off than myself. Even a smalt 
merchant in the street is much better off than myself 



7247 Mr Manu Subedar Does it have the effect of inducing the mer- 
chant to go direct to the Imperial Bank rather than come to you 2 — Yes 
Many people go direct Only the Bank’s way of doing business and the long 
hours the customers have to spend at the Bank make people come to ms 

7248 But for that accident, 'it means that merchants would rather go to 
the Imperial Bank 2 — Yes 

Mr Buckley Su, I thank there must be some mistake somewhere. 

7249 Dr Hydcr . Has the same manager been there all these years 2 — 
No , there have been 10 or 12 agents ever since I started my bank 

7250 Hew long have you been doing hundi business 2 — For the last 
•3 years 

7251 Did you have any trouule before the present agent took over ? — 
We had not had that business before 

7252 My object in asking you all this is to find out whether this is the 
accepted policy of the Imperial Bank 2 — I can’t say, but this is certainly 
their practice 

7253 Sir Purshotamdas Thakurdas * Could you kindly send us a short 
memorandum showing the rate which the Imperial Bank has 'been charging 
you for bills which you wanted to have rediscounted and lor bills which you 
wanted to have collected ? Such a statement would help us much (The 
witness promised to obtain the information from his office ) 

Mr Lamond I will wore for that information. Sir. 

7254 Mr Manu Subedar If you have no objection, could yen give us 
just approximately ydur expenses of running a blanch for a month 2 — A new 
branch will cost about Rs 300 to 400 a month- 

7255 Sir Hugh Cocke : But its cost would increase later. Would it 
not 2 — Yes, certainly with the increase of the staff 

7256 Mr Manu Subedar Will it come to about Rs 1,000 a month 
later on 2 — Nearly Rs 800 

7257 Sir Purshotamdas Thakurdas What 'do you look upon as a reason- 

able pay for a branch manager 2 — Rs ] 50 a month 

7258. With lodgings 2 — Yes with free lodgings 

7259 And would the r mkn be a graduate, a B Com or would he ’be a 
-practical man who has otycaihed' training in yoiir bank 2 — He ought to be 
“trained in a 'bank or somewhere else. 

7260 Would he be a graduate 2 — May or may not be , it would be better 
if he is 

7261 He should be able to speak and write English 2 — Yes, ’correctly 

7262 Witness . Thore is a matter which I wish to bring to your notice 
about endorsements on cheques. We had some difficulty m regard to cheques 
endorsed m the vernacular and the treasury people insisted on a translation 
being made of tho vernacular endorsements We referred the matter to the 
Accountant Geneial Our point was that we saw no reason why we should be 
made to translate these endorsements The matter was referred to the Legal 
Remembrancer and it has been decided that it must be done under the Dc\o- 
lution Rules This is a point I would like the Committee to Consider and 
I shall leave the papers with you 

Chairman I am afraid with Devolution Rules and various high 'autho- 
rities we cannot do much. 
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7263 

—Yes 


Chairman . You represent the Bombay Millov ners’ Association 2 


7264 You refer to the confidence engendered in the investing public by 
the successful management of the cotton and jute industries over a long period 
of years Has the confidence of the investing public m the cotton industry m 
Bombay been sustained over a long period of years 2 — Yes 

7265 How long would that period be 2 — Ever since my time, 22 years 

7266 Later, you refer to “the growing public distrust of industrial 
movements ” How would you account for such distiust m spite of the confi- 
dence engendered by the successful management over a long period of years, 
to which you have referred 2 — I think it is due to general world -w 'de depression 
which is affecting tho Bombay cotton industry just as it is affecting every 
other industry. 

7267 Is it wholly due to that cause 2 Did it not stait before the n orld- 
wide depression started 2 — No, I do not think so 

7268 Therefore, would I be correct in assuming that up to twelve months 
ago there was no trouble over tho ari angements which were m force m Bombay 
— I think the world- wide depression commenced rather b fore that The real 
tiade depression, not quite throughout the world, but in most countries of the 
world, commenced four or five \ears ago 

7269 It was not a woild-wide depression , I think it was confined to 
certain countries only 2 — With the exception of America, I think most 
countries were feeling the decline m trade which commenced four years ago.. 

- 7270 Have you heard of complaints regarding inefficient management _ 

of several cotton mulls 2 — I have heard loose statement made on a good many' 



occasions regarding the inefficient management of cotton mills and I have 
never yet had them substantiated The Tariff Board investigated this matter 
and I may quote from their report which says — 

“ It is not any particular system of the management which is 

m any way responsible for the present depression The system 
of remuneration of managing agents has in no way either caused 
or contubuted to the depression m Bombay in spite of the fact 
that it is m that centre that the system of commission on profits 
which we consider the most satisfactory is the one most generally 
adopted 

Though allegations of malpractices on the part of managing agents were 
made by several witnesses, no substantial evidence was bi ought" 
, forward m support of them The authonty quoted in all cases 1 
was merely tumour or statements which have appeared m the 
press. 

It is significant that u hen questioned m camera on the point, the witne se- 
es who made statements of this kind vers never able to gne the 
names of more than one or two mills and these names were almost 
always the same ” 

In addition to the Tariff Board, the Fawcett Committee, which sat after Ihe 
Tariff Board, also investigated mtu these allegations made against the manage- 
ment of mills and came pretty well to the same conclusion I have not get a 
copv of the Fawcett Committee’s repoit, hut that report may kindly he looked 
into 

7271 You state “ so long as the industry continued to prosper, no difficulty 
was experienced m raising all the working capital xequired, but as soon as 
trade depression set m and the mills were faced with rising stocks and dimi- 
nishing sales, public confidence which had proved so reliable an asset was 
lost, and a gradual withdrawal of deposits came to be made ” Are you 
referring to the cotton mi 11s m Bombay or to all the mills m the province in- 
cluding those of Ahmcdabad ? — Wo arc only refen mg to Bom] ay, because we 
felt the depression earlier than ALmedabad 

7272 But we have been told that m spite of the depression m Ahmedabad 
they ate finding no difficulty m getting their finance from tins source of deposits. 
As a matter of fact, they are now managing to got lorg term deposits 2 — 
I do not think the acute depression has yet reached Ahmc dabad In Bombay 
we have suffered from a great deal of industrial strife commencing in the year 
1924 During that year w q had a short strike of six weeks, we had one m 1925 
a prolonged strike of six months m 1928, followed by an intermittent strike 
which lasted nearly six months m 1929 Tin se periods did affect very senously 
the workings of the Bombay nulls and my submission is that as a result of these 
prolonged stoppages, we lost a lot of our markets to Ahmcdabad After all, 
if you take the production of 80 mills fox six months off the max la t for two 
years m succession, it will drive business into other channels and it is my con- 
tention that Ahmcdabad mills are benefitting by the prolonged strikes m 
Bombay So the acute depression has not yet reached that plai c 

7273 Does this lack of public confidence to which you refer arise fi om th e 
fact that the mill? in. Bombay cannot now pay the same mtert st on deposits 
which they used to, or does it arise from an apprehension on the } art of the 
depositing public that m the present depressed state of the mill mdustiy in 
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Bombay they may not bo able to get back their deposits when they w-jnt to 
withdraw them ?— It is due to want of confidence that tlie mill industry is not 
so prosperous as it was four or five years ago 

7274 Toe public are afraid that if tiny were to deposit moie money with 
the mills they might not be able to get back the r deposits 2 — In certain diiec- 
t>ons I think that is the case 

7275 Is it not a fact that in Ahmedabad the industry runs on finances 
received from the public and the managing agents with very little ox ro assist- 
ance fiom banks 2 Can yon tell us whether there is any difference m the posi- 
tion of the industry in. Bombay and m Ahmedabad, if so in what directions, ard 
whit in vour opimon such difference is due to 2 — I think we buA\ in Bombay 
moie ass stance fiom hanks mthew'ay of finance than m Ahmedabad I can 
give you m3* figures I have not got the Ahmedabad figuus, but I Liao seen 
statements wlmie it has been argued that Ahmedabad has had veiy little assist- 
ance from hanks As tegaids Bombay, the latest ictuin for 52 mills shows 
that we have on loan from banks at the present time 4 ciorrs 71 lakhs of 1 upcee. 
It is morn than Avhat Ahmedabad has I think the basis of the finance is the 
same, or has been the same, up to recent da3 r s, t e wc have relied to a very 
great extent on fixed deposits for our working capital, but we hove evidently 
used the banks more than Ahmedabad if the figures aic an3 T indication Ovt 
of the 4 ci ores 71 lakhs, 4 ciorcs 39 lakhs cany the guarantee of the managing 
agents I cannot account for the difference except that it may Ic advances 
against Government securities 

7276 Mr Lamond ' Havo 3mu the deposit figures foi the same 52 nulls ? — 
I would give it to you this w r a3 r our total unsecured loans for the industry as 
a whole in Boml^ on 31st Docembei 1928 wero roughly 6 ci ores 95 lakhs 

7277 Some of this mone3 r may ho the agents’ 2 — T shall submit those figure 
later. 

7278. Mr Khaitan Is it not possible that some of the amounts included 
in 6 owes 95 lakhs are loans from banks unseeuicd 2 — There is not a great deal 
of loans from banks unsccuied in the Bombay null industry 

7279 Sir Purshotamdas Thalurdas To which year do these figures refer 2 
— The figure of 4 croies 71 lakhs is for 1930, the other is for 31st March 1929. 

7280 Up to what period m 1930 does the first figure cover 2 — Say 1st 
August 1930 

7281 Do you not think there is a little difference in having figincs for one 
as on 31st March 1929 and for the other as on 1st August 1930, because during 
the intervening period the mill might have done Avorso and the confidence of the 
p/ublic cannot be said to he the same tins 3^ear m August as last 3’ear m Maich 2 
— That is true 

7282 Would it be possible to ha\e figuies in respect of both the items as on 
31st March 1930 2 — It takes a long time to get these figures from mills 

7283 Can we have them for 31st March 1929 or 30th Juno 3 929, for which- 
ever period you can get the figures cas'lv for the same number of mills 2 — Yes, 
X have only figures here for 52 mills and I have _yct to collect figures for another 
3O mills 

'284 Chairman If we take, say 31st Maich 1929, can w r c get figures for 
all the mills 2 I should he al le to get figures foi that particular date otherwise 
1 shall have to make new r enqumes 
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7285.x In addition wo want deposits on the same date and for the same num- 
ber of mills 2 — We could collect that 

72S6 Sir Purshotamdas Thakurdas And the agents’ own money 2 — lean 
give you recent figures 

7287 Chairman If you could lundly put it m the same statement for the 
same period, it would oe of great help 2 — We will do that 

7288 Sir Pin shotamdas Thakurdas What ->s the agent’s monc-y included 
m 6 crores 95 lakhs 2 — The amount of loans advanced to mills by managing 
agents is 7 crores 69 lakhs 

7289 Chairman In addition you have the public deposits, or would they 
be included m the 7 oi ores 69 lakhs 2 — The public deposits are m addition 

7290 It is really this figure then that is wanting for the 52 mills If you 
want to give figures for all the mills, then all these figures would have to be 
adjusted 2 — Yes 

7291 Sir Purshotamdas Thakurdas Do I understand that the managing 
^Agents’ own money is 7 crores 69 lakhs, double what the banks have advanced 2 

— Yes 

7292 And more than what the public deposits are 2 — Yes 

7293 I understood you to say that the public deposits were 6 crores 95 
ilikhs ? — That js not for the same period 

7294 If it was 6 crores 95 lakhs for April 1929, roughly it may be the same 
now, so that the largest financiers have been the managing agents withthnr 
own money 2 — Yes 

7295 I suppose this represents the managing agents’ own money, net the 
'money procured by the managing agents with their own guarantees — No 

7296 Chairman Would you k) ndly send ub figures completed for the same - 
date and for the same number of mills repiescntir.g, firstly, managing agents' 
•own money, secondly, public deposits, and, thirdly, advances by banks includ- 
ing those granted on personal security 2 — Yes 

7297. Sir Hugh Cork 0 : If it is no additional trouble, we would like to 'have 
•debenture capital also 2 — There "would be no difficulty as regards that 

7298 Sir Purshotamdas Thakui das Would not that figure be m the printed 
balance sheet 4 — We have it for December 1928, 2 crores 44 lakhs. 

7299 Have you ever tried to get corresponding figures from Ahmedabad 
balance sheets 2 — No, we have nevei received anything from Ahmedabad 
except summarised statements showing returns on capital According to our 
consolidated balance sheet, our total loans, including debenture and other 
loans, amount to 11* crores 

7300 Chairman Have you any information to show that there has been 
any reduction m public deposits, say, m the last tw r elve months or ji\ the 
course of the last three or four years 2 — I can give it to you m the way of un- 
secured loans In March 1924 our unsecured loans wcie 11 cioics 19 lakhs , 
m March 1929, they w r eio 6 crores 91 lakhs 

7301 Sir Purshotamdas Thakurdas Have the bank loans gone up during 
that period 2 — I am afraid we have not got the figures 

7302 Chairman Has there been any reduction duting this period in the 
facilities which the banks have been providing you with 2 — I think l anks have 
been very cautious and have been curtailing loans 



7303 You are no doubt aware of the position of the industiy m other pro- 
vinces of the country Can you tell us how it compares with that of the mdus- 
trv m Bombay (1) as regards capital received from the public, and (2) as re- 
gards financial facilities afforded by the banks 2 — I am afraid I cannot help 
you 

7304 Sir Purshotamdas Thalcurdas Do I take it that the Millowners, 
Association do not know the comparative position of the mill industiy m other 
provinces 2 — Not on this specific point 

7305. Can you tell us whether the industry m other parts of India has 
suffered in the same way, as far a scap’tal received from the public is concerned, 
as the industry m Bombay or whether it has not 2 — I am afia’d I cannot help 
you, because when once you get to Ahruedabad which we have been discussing^ 
you go to Cawnpore and m a lesser degree to Calcutta and Nagpur, which really 
is Bombay I think the financing foi the Nagpur and Sholapui mills is done 
from Bombay 

7306 Chairman I have a recollection that the Central Provinces Banking 
Enquiry Committee have said that there has been no reduction m deposits with 
the Nagpur mills 2 — Not with the Empress mills, hut there are other nulls 

Sir Purshotamdas Thahurdas . lb ere are only two big mills m Nagpur 

7307 Chairman Is this system of obtaining finance by deposits m fore 
also m Cawnpore and Calcutta 2 — I am afraid I cannot answer the question 

7303 Have you any information m regard to financial facilities afforded by 
the banks 2 I suppose you would repeat the same answer 2 — We have no 
information on the specific point 

7309 Sir Hugh Cocite You said that banks have become more cautics- 
during the last four or five years I take it that this state ment would not 
apply to advances on hypothecated stocks 2 — No, I do not think so I have 
not heard of cases where banks have refused business against stocks properly 
hypothecated with the managing agents’ personal guarantee I do know of 
cases where, previously, banks have lent to mill companies with the managing 
agents’ guarantee and without hypothecation of stocks, which they have not 
done duiing the last 3 ox 4 years 

7310 Mr Lamond Have any of these banks raised the margin of 20 per 
cent on stocks 2 — No, but I think this is a case where perhaps banks might 
help the industry a little bit If a margin of 20 per cent on stocks and 40 per 
cent on stocks in pi ocess is a safe margin when the price of goods is twice what 
it is to-day, 't appears to me that it is a big margin to keep when you get down, 
to your present low r values of manufactured goods and raw materials 

7311 Chairman If the hanks are apprehensive that the price may go 
down further, would they be justified m reducing the msjgm 2 — The banks have 
always the right to call up But with regaid to cotton, ?t present prices of 
Rs 145 a candy and with 20 per cent margin, it rather limits one’s finance* 
I do not think there is so much fc-ar of fall at 145 as thruo is at 245 

7312 Is the Imperial Bank also behaving in the same manner 2 They do 
not want to reduc e the margin 2 - — I do not want to put it that way 

7313 All I want from you is information on a question of fact and not any 
cntic ism 2 — As far as I know the Imperial Bank has made no difference in 
their facilities against hypothecated stocks 

7314 That is, they have not reduced the margin —No 
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7315 Have they increased the margin 2 — They have made a difference 
they have kept the margin at 20 per cent,, but on stocks m process they have 
made it 4") per cent 

7316 Mr Khaitan We have been discussing the question about hypo- 
thecation of stocks What is the practice m Bombay about advancing money 2 
Is it on the security of stores and coal 2 — My experience is that advances are 
made both on the security of stores and coal 

7317. Up to what margin please 2 — Up to 20 or 40 per cent 

7318 Mr Lamond Advances are made against coal by the Imperial Bank 
up to a margin of 20 per cent and stores are not included m calculating at all 8 
— I know of several instances whei e advances have been made on the security 
of stores as ■well by other banks 

7319 Mr Khaitan To which banks are you referring 2 — The Indian 
joint stock banks 

7320 Do Exchange Banks also advance money on the security of stores in 
Bombay 2 — I know of one or two cases where they have advanced money 
against the security of mill stocks 

7321 Are the Indian joint stock banks m a position to advance fieely o r 
only up to limited amounts 2 Would the mills be able to get their full require* 
ments from an Indian joint stock bank alone 2 — I do not think that the whole 
financing of a mill is done by one bank, but against the hypothecation of 
stocks any number of banks advance loans 

7322 I would like to know whether the resources of the Indian joint stock 
banks are limited or whether they are able to finance without any limit — It 13 
no doubt true that their resources are limited, but I take it that a tank will 
only lock up its resources to a limited extent m that particular kind of business 

7323 Mr Devadhar You said that the Ahmedabad mills are able to attract 
local capital for their working which I believe is not entirely the case .with 
regard to the Bombay mills Is that not so 2 — Ye3 

7324 If that is so, is it due to the fact that the management of BombaT 
mills has been inefficient whilst the reverse is the case with regard to the 
Ahmedabad mills 2 — I will not answer the question myself but will refci you to 
the report of the Indian Tariff Board as given m page 119. Expenses of 
management for Bombay per spmdle per day is stated to be 1 51 pies whilst 
for up-country centres it is put at 2 24 pies I think that gives a clear reply 
m regard to your suggestion of inefficiency m management The overhead 
charges per loom per day after covering all other expenses including insurance, 
supervision, salaries, office expenses, etc , work up to 60*36 pies m Bombay 
whilst m up-country it worlcs up to 70 88 pies 

7325 Chairman Do the up-country centres include Ahmedabad ? — No 

7326 Sir Purshotamdas Thakurdas In regard to other figures given in the 
report of the Tariff Board especially m regard to the management charges, 
I find the reverse is the case 2 — What I am trying to point out is to repudiate 
this charge of inefficiency which is laid at the door of the managements of the 
Bombay mills We do not lag behind these up-country mill s but no doubt 
they score over us m some directions 

7327 Mr Devadhar My real point is how the mill directors m Ahmedabad 
are able to attract deposits from the public while the Bombay millowners find 
it difficult to do so 2 — I thought I made my position quiieclear m reply ^to aifc 
earlier question that the mill mdustiy m Bombay has been suffering losses 
during the last few years and that is the mam reason why the public have lost 
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- confidence in the mills These losses m the main have been brought about 
firstly by industrial troubles and strikes which happened m 1924 1926 and 1928 
when there were several stoppages In 1929 we had a partial stuke for about 
C months When you get stoppages of the mdustiy of that desciiption,-it is 
a serious matter and it is difficult to gam public confidence While Bombiy 
has been suffering like this, Ahmedabad has naturally been scoring After 
all, Ahmedabad has been prosperous all through and they naturally are able to 
attract fixed deposits from the public without any trouble just as we m Bombay 
have been able to attract public deposits m prosperous ‘tunes 

Had 'there been any strikes in Ahmedabad 2 —Very few 

<7328 Is that due 'to the fact of better relations that exist between mill- 
owners and workmen there 2 — I do not know whether you 'really want to go 
into this matter 

Chairman Mi Devadhar, I would put it to you that this is not a “matter 
for us to go into, as a separate Government Commission is going into 'such 
matters, 

(Witness) I could say this — that the relations between the mills and the 
workmen in Bombay are quite good. 

Chairman We need not pursue the matter as it does not come under our 
purview 

7329 In Bombay, have vou ever m your ‘history managed to meet 'all your 
■requirements from public deposits without having recourse to banks 2 — I am 
afraid I cannot reply to that question geneially 

7330 It is no doubt a difficult matter to say, but we have heard that m 
Ahmedabad for the last 25 years the mills have befen able to finance themselves 
with the public deposits that they are able to'command, without any large 
recourse to banks 2 — I can only speak about my ’concern m Tegard to this matter 
that we have had no recouise to banks and we had thoroughly depended 'on 'our 
own deposits for some time In the main, Bombay mill industry ’before it 

-struck these difficult times did finance itself 1 through the medium of public 
deposits That is ’only a statement made from experience, but not With any 
reference to definite figures 

7331. 'Have you any information about the position m the jute industry m 
regard to these financial facilities and the capital received from the ^public 2 — 
We have no information 

7332. I was told ’by a gentleman interested in the mill industry in Bombay 
that the Imperial Bank m making its advances on coal, makes a discrimination 
between the European mills and the Indian mills nr general Is that your 
experience in Bombay 2 — In the Bombay mill industry, coal plays a' very minor 
part because of the electric energy whicli we use m the working of the mills. 

7333 You state the high rates at which Government have been borrowing 
money on long-dated treasury bills have seriously curtailed the abibty of the 
mills to attract deposits Will you kindly give us statistics showing the volume 
of deposits which the mills attracted before the alleged competition of the 
treasury bills, the average rate of interest allowed by the mills for such deposits 
>an>I the shrinkage in deposits during the years subsequent to the issue of trea- 
sury bills 2 It is rather difficult to collect that information for you Our 
trouble is up to now we have kept no separate record of deposits All our 
records are under the heading of unsecured loans 
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7334 You further state that Government, have competed with bank 
deposits and that therefore banks have had either to refuse to advance 
monies to mil 1 companies or. to do so at enhanced rates of interest Have- 
you any, information as to the volume of bank, deposits that have gone down 
owns to the cause you refer 2 — I cannot- explain that- Naturally there has- 
been "a certain amount of competition with these increasing rates of interest 

7335 I can, quite understand the competition if the bank > deposits have 
gone down and, for that reason , banks are unable to finance you to the same 
extent Then from the point of view of the mil 1 industry it would be a legiti- 
mate complaint 2 — I do, not understand that going in m our memorandum 
I am sorry for that. 

7336 On the other hand we have been told by an experienced banker -that' 
the chief reason for the want of adequate support to the industry from the banks 
is that it is not a profitable industry at present, that as year, after year there 
have been losses and reduction m capital, there has been a fall, m the value of" 
the securities held by the banks and that it i* for that reason that the banks are 
reluctant to make advances to some of the textfie industries Does this state- 
ment coincide- with your experience 2 — I think that is so I quite agree with 
this statement It is only reasonable , for a banker to take caution if >an 
industry is losing like the Bombay mill industry which has been losing during 
the last few years, 

7337 You state that the drawback of high, margins demanded by bank s 
on loans against stocks m process and m godowns would be considerably miti- 
gated if there were warehouse companies to keep stocks and -advance, moneys 
on them at an apprepiably, smaller rate of, interest , It appears you think the 
establishment of such warehouses would lead to a reduction m the margin and 
m the rate of interest Have you any information regarding, the, operations 
of the warehouse companies m America and Japan ,to which you refer, 2 Does 
such information justify the hopes that such concerns would be able to advance 
moneys at rates of interest lower than those charged by the banks 2 — We have 
no definite information to give you on that It is only a general statement 
and that has been arrived for this reason If warehousing companies were 
organised, they could first of all reduce the working expenses and they could 
take advantage of the fluctuating money market to borrow at certain lower 
rates and thej 7 will also be m a position to lend money at lower rates of 
interest I believe m England and America these warehousing companies are 
a speciality and firms and companies find it advantageous to deposit their 
manufactured goods m the warehouses and they do get quite good terms ,of 
finance for short periods 

7338 Where do you deposit your goods 2 — In our own warehouses 

7339 Therefore if you have to go to the warehouses of another company 
you have to pay charges 2 — Ye^ 

7340 Whether that additional charge would or would not exceed the benefit 
from the other sources you have mentioned — that is my point 2 — I should not 
think so, if the warehousing is done on proper scientific lines If it is done by 
a company or firm or by mills mutually agreeing with .each other, they could’ 
borrow call-money at 2 per cent and they could also finance the whole stocks 
and warehouses 

7341 Where would you have these warehouses— m Bombay 2 — Yes. It 
will, be convenient if these warehouses are established at railway* centres.* 

7342. Would that not be an expensive construction to establish a warehouse- 
in Bombay 2 — I do not think so. 
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7343 At the present moment, the mills warehouso their goods in. their own 
godowns 2 — Yes 

7 7344 Mr Sarlcai You complain of 40 pei cent, margin against stocks m 
process Would you let me know how your warehousing system will help 
tho stocks m process > — I tlnnk it would , th n manufactured goods might help 

you 

7345 Mr Lamond Your point is to get away f i om the managing agent's 
.gnarantee Is it not 2 — That is our idea By this process we get finances 
without any guarantee of the managing agents 

7346 Chairman I think the intention hei e was that they should have 
then own warehouses because they talk of large capital icsources 2 — You could 
not finance on stocks unless you have proper financial resources 

7347. But they would be able to get their acceptances discounted by other 
■banks I think that is the system in America 2 —I do not know much about 
the actual details prevalent m other countries 

7348. I put the question to you simply because you refer here to your ex- 
penenee of American conditions 2 — That is only a geneial statement 

7349 Mr KhmUn I myself do not know the system prevalent m America , 
but do you advocate that there should be a warehousing company which would 
stock the goods and be able to advance money on that stock 2 — Yes. 

7350. For that purpose, it would be necessary for the warehousing company 
to have a large capital of its own and they would be able to borrow money on 
the security of those stocks and they would aho have rediscounting facilities 
That would be more or less in accordance with banking principles Is it not 7 
— Yes, there will be no trouble So long as goods are there, the warehousing 
■company will be able to borrow money just as any mill company is able to do 
at present on the security of its stocks I agree that these warehousing com- 
panies should have a fairly large capital to begin with. 

7351 I was only trying to find out whether we can bring American practice 
mto this country 2 — I cannot at the moment give you any particular details 
m regard to that I can give you a printed copy of the regulations with regard 
to the existing American system 

7352 Chairman Can we have a copy of that 2 — Yes Here it is. (A copy 
of this was handed over to the Chairman ) 

7353. You add that “ the storage o f cotton, etc , undertaken by these ware- 
house companies in America on behalf of merchants and the large facilities given 
to them m the matter of charges and all incidental expenses connected with the 
storage have proved to be of considerable assistance in enabling merchants to 
move their stocks under conditions which are not so onerous as those imposed 
by the banks ” Can you give us an idea of the various facilities to which 
you refer 2 - — We will get the information for you It is generally m the foim 
of newspaper reports as to how these companies are operating, but we will 
collect the detailed information for this Committee 

7354. You state that apart from Government and other Trustee securities 
deposited with banks, it is not uncommon for them to demand and obtain from 
mill companies the joint promissory note of the company and its managing 
agents as collateral security for advances made Is it your experience that 
the guarantee of managing agents is usually insisted upon in cases of advances 
secured either against liquid assets or against Government and Trustee securi- 
ties Or are such cases exceptions rather than the rule 2 Can you cite a few 
case in which the guarantee of managing agents was demanded as collateral 



security for {1 ) advances made against gilt-edged securities and (2) advances 
made against hypothecation of stocks 2 — This should not have gone in m 
•our memorandum On page 3 we say distinctly “ apart from Government and 
other securities ” 

7355 Therefore, m regard to Government and other Trustee securities the 
guarantee of the managing agents is not demanded 2 — No 

' 7350 And m the other cases 2 — That is usual, even when the goods are 
hypothecated , the managing agents’ personal guarantee is not quite enough 
in the Bombay banking circles 

7357. Even if there is a hypothecation of stocks 2 — If the stocks are pledged 
to the bank with its name on the godown, then the case of guarantee does not 
arise In ordinary times you may w ant finance against stocks but you may not 
want to put them in the bank’s godown for the sake of convenience because 
the goods aie gomg m and coming out at all times 

735S Sir Purshotamdas Thalurdas A good lot of raw cotton is stocked at 
Bombay in possession of banks and the raw cotton moves as fast as the manu- 
factured goods There the arrangement has been found to be quite feasible. 
So there will be no difficulty m regard to the export of raw cotton from 
Bombay 2 — I do not say it is difficult I say it is only a matter of convenience, 
Where you have a mill making 30 different lands of cloth and the bales have 
t6 be sorted out it is more convenient for the mills to have their own godowns 
and have a hold on them rather than to use the banks’ godowns 

7359 Chairman If the mills prefer to adhere to their existing custom^ 
are they justified in making any complaint about the matter 2 — I do not think > 
Sir, that it is equally feasible 

7360 Sir Purshotamdas Thalvrdas May I suggest that it is simply due 
to the fact that they feel that it lowers their prestige m the eyes of others to 
take delivery of the yam or take dehveiy of the ffioth 2 I thnk this is thi 
mam leason 2 — I think it is much more difficult to handle a great variety of 
cloth m big blocks I say it is more convenient to have your own 
godown 

7361. Mr Khmtan In the case of joint stock banks when they advanc 6 
■money, if they pledge the goods, is it your experience that the}* do not take tli e 
guarantee of the managing agents 2 — In the case of cotton mills all the bank 8 
that I have had experience of do take the managing agents’ guarantee 

7362 Have you got any experience of any loan transaction of a bank if 
the goods are pledged 2 — I do not know if there is any case m Bombay 
There must be good many cases Sir Purshotamdas Thakurdas has pointed 
out the case of cotton only 

7363 Chairman Mr Khaitan’s point is this You have said that in the 
case of the Imperial Bank if the manufactured goods are pledged with the bank, 
they do not demand the personal guarantee of the managing agent, but m the 
case of other joint stock banks if you pledge your manufactured goods with 
any one of them, would they still require the personal guarantee of the 
managing agent 2 — I only made my statement regarding banks m general 
I do not specify the Imperial Bank 

7364 Mr BucJcley Is it not one reason, and probably the mam reason, 
why managing agents prefer to give their guarantee and merely hypothecate 
the stocks, instead of pledging them, without any guarantee, and having the 
bank’s board put up is simply this that it is the duty of the managing agents 
"to see that the requisite security is always maintained 2 — That is quite true. 
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7365 If the bank* demand* a safe margin, the managing agents in giving 
their personal guarantee are not really running veiymueli risk.? — That is so. 

73G6 And one of the reasons win banks do ask for a fair margin is to avoid 
the unpleasant business of having to call upon their borrowers to put up further 
margins in times of depression ? — That is true. 

7367 Chau man If convenience is the mam reason I do not *ee the point 
of the complaint made bv the mills You have *aid in your memorandum 
that “apart from Government and other Trustee securities deposited with 
banks, it is not uncommon for them to demand and obtain fiom mill com- 
panies the joint promissory note of the company and its managing agents, ns 
collateral security for advance* made The mam burden of financing the 
industry thus falls on managing agent* and weighs especially heavily m times 
of difficulty and distress ” T understand you are making a grievance against 
the present arrangements Tlio present nirnngement, as I understand it, has 
been especially to suit the convenience of the nulls That being *o, where is 
the point of tlio grievance ? — Let me turn it over in ini’ mind for a w lnle, Rir 

736S Mr Khatfan Mr Buckley asked you the question that this system of 
hypothecation is devised for the convenience of the mills and therefore therp- 
should be no complaint Do you not think that there is this difficulty that 
anses when the guarantee of the managing agent is taken, the stability', the 
standing, the position and the worth of the managing agent, is also taken into 
full consideration by' the bank before its guarantee can be accepted Does 
it not follow therefore that if the guarantee worth 10 lakhs is taken the bank 
will believe that the managing agent is woith at least 15 lakhs ? — The bank 
would not take the managing agents signature unless the man wes worth 
something 

7369 Mr Buckley suggested that it is onlv for the sake of enmnng that 
the goods are there that the guarantee of the managing agent i* taken, but m 
actual operation, if a managing agent is perfectly honest and Ins honesty is 
beyond dispute and the mill has got good" worth *nv 15 lakhs to hypothecate 
with the bank while tic managing agent 3S not w'oith more than say 2 or 3 
lakhs and he wants an advance from the bank of 10 lakhs on the security of 
goods worth 15 lakhs not pledged but hypothecated, would not that difficulty 

anse ? — The bank always say's “ the value of your goods less 

20 pei cent ” 

7370 Don t you think that a certain amount of haiddnp is in- 
volved m the ease of a managing agent who himself is worth only 2 or 3 Mchs 
hue who wants an advance on the hyphothecation of his ' oods of 15 lakhs ? 
Is ho not placed m a rather unfavomablc position as complied with the manag- 
ing agent who is worth say 20 lakhs ? — Obviously the man is m a different 
position. 

7371 Jli Bucllnf If a managing agent is onlv worth Bs. 2 or Bs. 3 
lakhs and the mill wants an advance of 10 Likhs, T put it to you that the bank 
would take every thing into consideration fii st of all the natuie of the s county 
hypothecated by the managing agent and secondly the margin asked for The 
bank w onld neyer expect the managing agent to baye to pay* up anything like 
the full amount of the adyance — It would give him credit for the stocks that 
aro tbeie The managing agents personal guaiantee does not come m until 
after the realisation of the stocks ? The one trouble about pledging is that if 
a null, or a group of mills, simply manufactured and immediately put the goods 

, G godown under pledge to a bank, tlio possession passes and I take it 
that the null agent lose* control of his goods The right of selling and dis- 
posing of the goods falls on the banker. 
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7372 Sir Purskotamdas Thakurdas ■ Why 7 — Because he has totally 
-pledged his goods and they become the property of the banker 

7373, But that doe3 not mean that the banker mil dispose of his goods 7 — • 
If the banker says that this is all the extent he is prepared to advance to the 
mill and that the stock must be moved, I take it that the right of selling them 
falls on the banker and goes out of the hands of the managing agent 

7374. Mi Lamond The light of selling still rests with the mill What 
would happen m that case is that the bank would take note of what is put 
in the mdown Have you not cases wheie you have had to force a mill to 
sell ? 

7375 That is why we take possession But do you not take possession 
■when you put your name on the godown and put vour own lock and key 7 

We do not control sales 

Sn Purshotamdas Thakurdas What the witness said gave the impression 
that there was a special handicap attached to the pledge system 

7376 Mr Lamond, In the case of pledge, you could put as much m 
the bank as you could under hypothecation Stocks m piocess could not 
be put m 7 — Does not possession pass when you ptedge youi goods to a bank ? 

7377 You have an agteement with the bank that you can move when 
you require them Our man is theie and gives you the goods you want for. 
sale and takes note of what you put m 7 — That is a matter of convenience 
m disposing, but my point is that you do give possession of your goods to the 
b'’nk. It docs not get over my difficulty of the difference between hypotheca- 
tion and pledge 

7378 A pledge means that it is m their physical possession, hypothecation 
means that they have no possession 7 — But m the case of a fall in puce they 
have the managing agents to fall back upon In the case of pledge, you have 
only got the mill. 

7379 Mr Lamond If the market rate goes down, the bank has the mill 
as well as the managing agents to fall back upon, but m a pledge you have 
the possession of stocks and the bank will only fall back on the mill 

73S0 Chav man: We come back to where we started If the hypothe- 
cation arrangement is a more convenient one from the point of view of the 
mills, whatever the reason may be, where is the point of the grievance 7 — The 
point of the grievance is that one does not want to pledge all his goods to a 
bank and hand over their possession to somebody else 

7381 Whatever disadvantage he may suffer by hypothecation, he has 
got certain advantages, the one weighs against the othei and therefoie the 
mill prefeis hypothecation to pledge If that is so, I again come back to 
my question If from the mill’s point of view it is preferable to hypothecate 
then where is the point of the grievance The point of the grievance, as I 
have tried to make clear, is that m the one case you have still possession of 
your goods with responsibility , m the other case, you hand over possession 
0 f your goods to a bank which has the right to sell them as it pleases 

7382. But there are two alternatives, either you want to keep possession 
of the goods or you want to hand them over to the bank You prefer to keep 
the goods m your possession It is quite possible that by pledging you may 
on occasion (not normally) have to subscribe yourself to ceitam disabilities 
which you would not have to face if you had only hypothecation Therefore 
it, is a question of choice, and if you take the choice of hypothecation as against 
the choice of pledging, I suggest to you that you hare not established the 
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•point; of vour grievance 2 — I might explain a little further No mill will’ 
pledge if it can avoid it But m the case of a large number of mills in Bombay 
our experience has been that it has led to forced sales There are special diffi- 
culties m the case of pledging 

7383 Would you send us a few cases of forced sales 2 — I have to ask the 
permission of managing agents. I think your banking experts would give 
you some experience 

7384 Tn fact wo have had evidence from the banks ’ pomt of view which 
shows that there is nothing m this grievance The two options are before 
them and if they will not take the one, but prefer the other, how can a bank 
or anybody else hold them up 2 Can you give us any cases of foiced sales 
during the last, say, three years 2 — I shall make enquiries and place the matter 
before the managing agents concerned 

73S5 You cannot give us any assurance, but you will try to send them 2 — 
Yes 

733d You have referred to tho looses sustained by managing agents It 
has been stated that some of them provide finance to the cotton mills m con- 
sideration of being appointed agents for buying raw material and selling or 
dis tributing the products of tho industry Can you give us any information 
as to the extent to which such practice prevails in Bombaj r 2 — I do not know 
of any cases where a firm m Bombay has been appointed agents for a cotton 
mill m consideration for purchase of raw material If I may put it the other 
way, I do know of cases where films of managing agents have had interest in 
the buying and selhng agencies 

7387. Sir Purshotamdas Thahirdas * It is the other way round, but the 
result is the same 2 — Yes, but I might say it is not general 

7388 Chairman You observe that it is a moot point whether something 
could not be done to aid the establishment of investment ti usts or financial 
corporations at the present juncture when national sentiment is so eminently 
m favour of helping national industries But what about “ the growing public 
distrust of industrial investment ” to which you have referred in the earher 
portion of your memorandum 2 — As I say, it is a moot point 

7389 Apart from the question of the sentiment m favour of helping 
national industries, it has been stated that the idea of an investment trust 
is altogether novel in India and that it is not possible to get public subscriptions 
for such institutions m this country From your experience of public invest- 
ments in industries do you consider this a very pessimistic view 2 Have you 
any information regarding the working of such trusts m other countries 2 
Can you suggest the lines on which such trusts can be started and developed 
m this country and how associations such as yours can assist such a move- 
ment 2 I am afraid not It is the Industrial Commission uho expressed 
the view about investment trusts 

7390 You have quoted the view expressed by the Commission. As 
regards the Industrial Trust or Financial Corpoiation, they say “ it is, in 
its nature, too directly concerned m the success of particular undertakings to 
be a suitable instrument for the general advancement of mdustiies ” They 

su PP or t J t> but it is y u who support it 2 — Something can be done to 
aid their estabhsliment 

"ho !i 391 ^® r ®f° re I am trying to pick your brains for ideas as to how it can 
Tki think the Association as such has ever gone into tho 

q ion o the establishment of industrial trusts or financial corporations, 



but they think that the last words m the matter did not rest with the Indus- 
trial Commission and during the course of your investigations you might 
obtain some later information as to the possibilities of these Corporations. 

7392 I was trying to find out whether your Association have any con- 
gtiuctive suggestions to make m this direction 2 — None at all 

7393. You state that in any large scheme of industrial re-organwatipn 
or amalgamation, such as is contemplated by several millowners m Bombay, 
the establishment of industrial banks would fulfil an important need of the 
hour in helping forward the successful inauguration of such a set erne Will 
you kindly explain to us the specific nature and extent of the financial assistance 
that you would expect such a bank to render for the furtherance of the schc me 9 
— Assuming that there was an amalgamation of the Bombav mills, I think 
help would be required to finance the manufactured stocks, raw material and' 
stocks in process, which would be taken when a merger took place The 
assumption in the case of a re-organization is that your block will be written, 
down to present-day values or under present day values, so that an industrial 
bank undertaking t his business would have security in the way that the block 
account would be unencumbered If the ma ket went against the new merger, 
a debenture could be raised on block, a portion of which could be given to the- 
bank financing the new merger as security That is where we think help 
could be given when you come to re-organize an industry by an mdustnal 
bank or some other existing institution 

7394 Therefore for that purpose the establishment of an industrial hank 
is not essential You add at the end of youi answer that the same assistance 
might be rendered by an existing bank 2 — We speak generally of mdustnal 
banks, we do not make a great point of the establishment of an mdustnal 
bank. 

7395 You say that “the establishment of industrial banks on the lines 
indicated by the Industrial Commission would fu fil an impor ant need of the- 
hour ” If an existing bank could also serve the purpose, would the establish- 
ment of an mdustnal bank fulfil an important need of the hour 9 — It would, 
if another bank would not undertake this business 

7396 There again it is a question of security If another bank would 
not undertake it on account of the doubtful nature of the security, you would 
want an industrial bank to undertake it 2 — Not necessanly, because banks 
may have their rules and regulations which they would not deviate from. An 
ordinary bank would mot lock up a certain portion cf its funds in certain 
types of business, whereas if it were an industrial hank formed for the develop- 
ment of an industry, it might suit it to undertake that particular type of 
business. 

7397 That would he the advantage in your opinion 2 — Yes 

739S Will you kindly tell us what scope there is, apart from the recon- 
struction of the cotton industry to which you refer, h>r an industrial bank m 
the province of Bombay or m the country and what possibilities of industrial 
development you envisage with the assistance of such a bank 2 — There again 
we are not strongly advocating the formation of an industrial bank. But I 
can give an instance or two, e q , the sugar mdustiy, where an industrial b ,nk 
might render useful aid, and there must be other small industries which an 
industrial bank could help which have been run on reasonable lines and which 
need assistance owing to the depressed times they are passing through 

7399 You were really referring to what we have heard called middle-sized 
or small-sized industries 2 — Yes. 
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7400 Do }• on suggest that such a bank should finance also the current 
requirements of the industry, e g , short-term advance ? — I think that 
where banks might help m these depiessed times is m the purchase of raw 
materials Take, for instance, cotton where there have been heavy falls m 
price Certain mills which ought to be m a position to take advantage of tbs 
drop are unable to do so owing to their finances and an industrial bank or 
some other bank might come forward and help a mill to make favourable pur- 
chases m cotton m order to enable it to average down its price After all, 
when you get a big drop such as we have had m cotton, everybody connected 
with cotton must have some high-pneed material which they are unable to 
get rid of 

7401 But I thought, m reply to a previous question, you said that tho 
advantage of an industrial bank would be more m regard to middle-sized of 
small-sized industries, e g , sugar Would cotton be a very apposite illustra- 
tion 7 — The reorganization of tho cotton industry v ould come under tho same 
heading 

7402 That is to say, if that bank were to take up the work of le-orgamza- 
fion of the cotton industry, it might also help the cotton industry to acquire 
gtocks of cotton at low puces m advance of lequnements 7 — Yes 

7403 Would vou favour the establishment of an all-India industrial bank 
or the establishment of provincial industrial banks for different provinces where 
the need foi such an institution is felt ? What in youi opinion should be the 
initial paid-up capital, firstly, for an all-India industrial bank and, secondly, 
for a provincial industrial bank, say, for Bombay 7 — As I have said before, 
our Association do not make a strong point of tins industrial bank and such 
being the case I am afraid I cannot help you m gmng a repb to this question. 

7404 Mr Khaitan You have twice or thrice said that you do not make 
strong point of the establishment of an industrial bank But the statement 
submitted by your Association, which I believe has been adopted by your 
Committee, seems rather strongly m favour of the establishment of an indus- 
trial hank I should have thought that the quotations from the Industrial 
Commission have been absolutely adopted by the Millowners’ Association as 
part of their argument 7 — I have ahead}' stated that such a bank might help 
m connection with the re-orgamzation of the mill industry 

7405 Chairman In the whole of the memorandum you ml not find any 
definite statement as to what the views of tho Association are on either of 
tho points we have been discussing I first tried to obtain some defimte views 
about investment trusts, to which the witness referred to the passage that 
c it is a moot point, etc ’ About the other point the memorandum says * m 
considering the best class o f agency for tb r> provision of initial and current 
finance for industries, the Industrial Commission debated two possibilities * 
Having done so, they quote m exlenso from that Commission’s report without 
committing the Association to any defimte expression of opinion That is 
why I was trying to find out what the Association had really m mind Does 
your Association definitely recommend the establishment of an industrial 
bank under present conditions m India 7 — If the facilities which we have 
gone through can be granted by the present banking organizations, tbe Mill- 
owners ’ Association do not favour the formation of an industrial bank. 

7406 I suppose that is what is referred to when you say * If as a beginning 
bMiks m India embarked on a more enterprising policy of reco mm ending 
industna mvestoients to their customers, it would create, etc ” That is the 
whole point * — Yes 
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7407. Sir Purshot tmdas Thalcurdas * If that Is not feasible 1 — Then we 
suggest that an industrial bank would meet the needs of the hour and would 
help certain industries m the Presidency 1 

7408 Including the cotton null industry Yes 

7409 Chairman * That being the position, you would prefer not to answer 
the next question “ Have you any suggestions to offer as to the manner m 
which the capital required for such a bank Bhould be raised 2 ” — Yes. 

7410 The same remarks would apply to this question “ Do you contem- 
plate any regulations m regard to the advances which such a bank will make 
to industrial concerns m order to safeguard the interests of the bank 2 ” — 
Yes 

7411. You have quoted with approval the opinion of the Indian Industrial 
Commission that the estabhshment of industrial banks working on approved 
lines was of sufficient national importance to justify Government a r sistanee. 
What m your opinion should be the form which State aid to such an institution 
should take 2 — In the first place, the State will have to furnish the bank with 
a certain amount of free and cheap money , they would have to supply and 
m ain tain in that bank exp°rts who could exa min e industrial questions, and 
generally see that it was contmued on sound and economic lines 

7412 When you say that Government should supply the bank with free 
and cheap money, the two things are not identical Do you mean that Govern- 
ment should make a loan to the bank free of interest or on a concessional rate 1 
of interest 2 — I should say both They should have a certain amount of money 
free and a certain amount at concessional rates 

7413 In view of the assistance rendered by the State what powers of 
control should vest in Government 2 — Government would have a majority 
in the shape of Government nominees on the Board of Directors 

7414 You state m conclusion that the most important lesson to be drawn 
from the aspects of German banking to which you have referred is the value 
of an active industrial policy, conceived on broad lines, and backed by the 
co-operation of banks Will you kindly indicate briefly the policy you have 
in view 2 — My view is that if you had a State industrial bank, you would 
want proper co-operation between that bank and the new industries, e q , new 
companies about to be formed to undertake new work By co-operation 
I mean that Government experts ought to be called in, they ought to vet the 
scheme, consult with the promoters of the company and put the preliminary 
finance on a reasonable basis , likewise m regard to the floating of capitaL 
With proper co-operation with a State bank of that description, debentures 
could be put on the market and these experts would form part of the executive 
of the State bank 

7415 You really want a State bank 2 — Say, an industrial bank I do 
not think there is a great deal of difference if Government is going to supply 
a certain amount of free and concessional money, they would have control 
ever the bank 

7416 You are probably aware that the arrangement adopted m Germany 
is quite different There is no question of the State providing those banks 
with either cheap capital or free capital 2 — The trouble here at the present 
moment is that if an industrial bank were to go to the pubhc and raise capital, 

I do not see how it could be put on a proper basis It would have to arrange 
its finances and business m such a way as to show a just return to the share- 
holders and I fail to see how it can help a new mdustry if it has got to pay 

6 per cent, for its money. If it has to help an mdustry with high-priced money,. ' 
the object is immediately defeated. 
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7417 Chairman A gentleman with considerable experience of continental 
bantam has observed that it can safely be stated that the managing agency 
•svst°m°of certain industries must be accepted as the basis of any further deve- 
lopment of industrial finance m India, and that m case a big firm acting as a 
managing agent of several industries would have a department for com- 
mercial banking, then no difference between such an institution and a big 
continental bank of the mixed type could be discovered Could you kmdly 
give us your views on this observation 7 — I am not quite sure of the German 
system of banking 

7418 Your Association have referred to the lessons to be drawn from the 
German system of banlang and that is why I put the question to you Tins 
is a lesson winch a gentleman with considerable experience of continental 
banlang has been trying to teach me If 3 r ou do not possess much personal 
knowledge m this matter, I shall not pm sue the same ? — I have no personal 
knowledge m regard to this 

7419 Dr Ih/der In your memorandum you say “ What is not generally 
realised is that Gorman banks have of recent yeais been developing veiy 
much on the lines of the English deposit banks without ceasing however to 
play a leading part m industrial organisation and issue business ” This 
is an interesting statement and I would request you to amplify the same a 
little for the benefit of the Committee 9 — In answer to that question, I would 
like to commend the tluee articles m the “ Economist ” dated 1st, 15th and 
29th March 1930, at pages 449, 572 and 695 respectively, on “ Banks and 
Industry m Germany and England ” I have also got another hteratme which 
deals with industrial banks m Japan 

Chairman. • We know something of the position of industrial banks m 
Japan 

7420 Dr Hyder You are not m favour of Trust Companies and Indus- 
trial Corporations Is it your idea that the industrial banks that might be 
started should be enterprising and approximating to the position of these 
continental banks 2 — Yes 

7421. Could you amplify why these Trust and Investment Companies 
have not got the same interest and welfare for their customers as the banks 
of the types which you have in mmd With the Investment Companies the 
trouble is that they concentrate their attention to a small field and do their 
investment business within that small circle They do not cover the whole 
■broad field of banking In other words they only deal m a small circle of 
selecte l companies which are specially taken out 

7422 As I understood, the complaint m England was that these invest- 
ment companies put their money abroad and moreover, as you say, they were 
restricted m their dealings Do you think that we can make a beginning as 
regards these types of banks by adding some departments to the existing 
banks m India 9 — Our experience is that banks m India have attempted such 
business without increasing their general business m any way. 

7123 Do you think the Imperial Bank should undertake work of this kind 2 
— I cannot say 

7424 You said the existing banks are doing this business Could you 
doing S S o ^ ° aSSeS ° f banks are domg the work ? — The Bombay banks “are 


r ^ gard the warehousing system, is it your view that these 
ould purchase the goods outright or they would issue receipts 
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or goods stored in them on the strength of which money eonld be obtained 2 — 
'The practice of many Bombay mills is to sell the goods forward unless other 
circumstances are at work like trade and general depression, etc 

7426 Mr Rushforth You are aware that the Imperial Bank under it3 
constitution is prohibited from making advances for more than six months. 
Would you be m favour of the removal of that restriction or do you consider 
that as a necessary safeguard 2 — As a mill-owner or mill agent, I would have 
that ban removed The fact is that in the case of an advance from the Imperial 
Bank, there is the difficulty that it will have to be renewed if necessarv every 
six months or oftener, but m the case of other banks advances can be had for 
a year or sometimes for even longer periods 

7427 You were referring to the caution exercised by banks m the matter 
of advances on hypothecation-ciiw -guarantee basis Do you know of any 
instances where hypothecation alone has procured advances from banks with- 
out the additional guarantee of managing agents 2 — I think there are a few 
cases where first class mills get loans without the agents’ guarantee. 

7428 Therefore your view is that the double security is not a universal 
practice 2 — I am only speaking of isolated cases like that It is of course 
not a general practice 

7429 -Sir Hugh Code With regard to industrial banks you said that you 
would consider that Government should subscribe a certam amount of capital 
free of interest or at low rates of interest and you were also of the opinion that 
unless there was a substantial Government guarantee, the public would not 
come forward to take up shares of the bank ? — I do not think I conveyed that 
idee 

Chairman What Sir Joseph said was that a large proportion of the capital 
will have to be given by Government at concessional rates of interest 

7430 Sir Hugh Coda Supposing this Committee were against the pro- 
posal of Government putting its money m industrial banks, what sort of gua- 
rantee by Government do you think would be necessary to attract capital 
from the public and to ensure public confidence 2 — An industrial bank should 
be started only m times of prosperity and not under depressive trade condi- 
tions, when capital will not be forthcoming. I ask when the bank has to 
take a loan at 6 per cent from Government how that institution would be able 
to lend out long term loans at 7 or 8 per cent 2 

7431. So then, your point is that even if Government guarantee 6 per cent, 
on debentures of the industrial bank which the public are willing to take up 
-that money will have to be lent at 7 or 8 per cent for long-term which will 
not be a working proposition 2 — Yes 

7432. Then on the question of industries, you mentioned the sugar industry. 
I take it you consider that the industrial bank should be a close preserve for 
new industries 2 — No, it should finance all industries irrespective of old and 
new concerns As a matter of fact * these banks would be very useful in. 
financing new mergers 

7433 Could you think of any new industry which could profitably be 
started m western India now with the help of an industrial bank ? — If pro- 
tection is given to the sugar industry, then that industry could be extended. 

7434 You have not thought of any other industry 9 — None at the present 

moment. » 

7435 Seth Haji Abdoola Haroon • You say “ Generally banks have withheld 
Srom advancmg money on block even though it might have been unencumbered 



1S a handicap which seriously hampers the growth of trade, and places a 
check on the possible realisation of profits from cheap buying of raw materials 
in a fallm 0- market ” Is it the opinion of your Association that the bank 
-should advance money on the block capital of a concern ? — That rather leads 
np to the matter of debentures What is common to Bombay with regard 
to the mill industry is very much the same m Ahmedabad, i & , mills have been 
formed with small capital to finance their block requirements Then they 
relied on the public and to a lesser degree on banks for their funds to meet 
their working expenses The trouble today m Bombay is that it is difficult to 
raise debenture loans and theie is a ease, I think, where banks might help the 
industry by popularising these debenture issues Coming back to finding 
money on block, 1 do not know whether it is usual for banks io finance 
block, pure and simple 

7436 You referred to the sugar industry Is it your view that the indus- 
trial bank should finance the requirements of the sugar industry in regard to 
its block capital ? — My idea is that every company or firm should find its own 
capital and the bank might help in subscribing to its debentures 

7437 Mr Devadhar You say “it is natural that though they may he 
willing and ready to help industries, the comparatively graver hazard of 
industrial as opposed to commercial, banlcmg has acted as a brake on their 
ability to aid mdustnal undertakings ” Do you mean to suggest that it is 
hazardous for banks to invest m some form of industries ? How will you 
reconcile the idea which you have suggested m legaid to the foimation of a 
state aided industrial bank ? — I have not bean able to understand your point. 

7438 Chairman The point of Mi Devadhai seems to be this Will not 
the same consideration as leferred to m your memorandum apply m the case 
of the state aided industrial bank ? — I think it will m a small degree apply 
to that as well, as I have pomted out An industrial bank even if it is state- 
aided could never function, unless it was floated m a period of piospenty 

7439 Admitting that such an industrial bank was floated in a period of 
prosperity as a state-aided bank, Mr Devadhar’s point is would such a hank 
be justified in taking the graver hazards of industrial banking to which yon 
refer — A bank will have to do that because it is its function. 

7440 Therefore your point is that because it is a state-aided bank it will 
enter into these hazaidous undertakings, because money if lost would not be 
the money of the shareholders or debentureholders, but the general taxpayer’s 
money which the Government have invested in the bank ? — Not necessarily so 
I take it in the case of industrial banks, when they are formed, they would he 
worked on scientific lines and they would also decide what proportion of their 
funds should be locked up m industrial enterprises and what proportion should 
be put m the ordinary banking work , wheieas the existing banks are prepared 
only to utilise a certain proportion of their funds m industrial undertakings 
after meeting their general and commercial banking requirements 

7441 So your point is that the State Industrial Bank will be able to utilise 
more of its resources towards long-term loans than ordinary commercial 
banks ? — Yes 

7442 Mr Deiadhar Granting that such Governmental assistance is 
necessary and also useful m the initial Btages with a view to foster the indus- 
tries m general, you are of opmion that such sacrifice as the Government may 
have to make in so doing is necessary ? — I would not call it a sacrifice, because 

every proposal of a loan would be gone into bv experts appointed bv Govern- 
ment 
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7443. But still you will call suck undertakings as haaaidous 2 — I would 
• no t go to that length 

7444 Chairman As Sir Joseph Kay explained the difference between 
ordinary commercial banking and the industrial banks, the wording used by 
the Association may perhaps be a httle unfortunate 2 — That is so 

7445 Mr Devadhar * I quite recognise that such help from the Stat 0 
is necessary and the only justification is that it serves a large section of th e 
co mmuni ty Do you not think that, similar demands made on the State fo r 
the welfare of other large sections of the community may be justified as under 
the same grounds 2 — I do not quite follow 

7446 Chairman Mr Devadhar’s point is simply this, and I am perfectly 
sure that he is fully justified m putting that question, that just as you advocate 
State aid to industries, would you not also advocate similar help to the Co- 
operative Movement which is largely a movement which aims at improving 
the rural finance and the agricultural industry which deals with a larger sec- 
tion of the community than the industrialists That is the real point of Mr. 
Devadhar which he does not wish to put to you m a straight form 

Mr. Devadhar That is no doubt my point 

Witness I am afraid I cannot reply to that question 

7447 Is it probably because you have not given much thought to that side 
of the problem 2 — That is so 

7448 Chairman Mr Devadhar’s point is that you have talked of State- 
aid to industries What about State aid to the Co-operative Movement which 
seeks to help a larger section of the community, i e , the agriculturist 2 The 
question is perfectly justified m view of the fact that Mr Devadhar has got 
before him a business man of your capacity ? — I am afraid I can give no 
reply 

7449 Chairman * You were advocating State-aid for the interest of the 
community with regard to sugar industry, etc That, I take it, is the 
only reason which justifies you m advocating State-aid Mr Devadhar’s 
point is that , if you are faced with the proposition that if there is the agricul- 
tural industry in whose case the State-aid will benefit a larger section of the 
community, what will be your views with regard to the grant of that assistance 2 
— That comes under an entirely different category State-aid to agricultural 
finance is a very different matter fiom State-aid to the industrial banks. 
After all the State can aid agriculture m a good many ways For instance, 
the Imperial Agricultural Research Council are spending a lot of money on 
agricultural research which must benefit the agriculturist The tax-payers’ 
monev is being spent for the improvement of agriculture I do not know that 
the bank could function m helping the agriculturist m growing his crops. The 
bank could help him only after his crop is ready for the market 

\ 7450 Chairman Mr. Devadhar’s point is that there are these co-operative 

societies and banks which are helping the agriculturist in regard to the finance 
for his crop and Mr Devadhar, though perhaps by devious paths, was driving 
to the real goal , would you not also advocate State-aid to agricultural co- 
operative banks and allied institutions 2 — It is a question of assistance to rural 
finance through co-opeiative banks and the allied co-operative societies 

7451. Mi. Devadhar. I am also, like Sir Joseph Kay, a member of the 
Imperial Agricultural Research Council and I also know the amount of money 
that is being made available by the Government of India, which is merely 
25 lakhs Do you still think that with that help all the needs of the agricul- 
turist are really likely to be met 
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Chairman * But wo are concerned with rural finance only - 

Mr Devadhar • I am talking about banks (Witness) I do not feel com- 
petent without having some time to give my views on this rural finance. 

7152 Mr Sarlcar You state “ so long as the industry continued to prosper, 
no difficulty was experienced in raising all the working capital required, but as 
soon as tiade depression set m and the mills were faced with rising stocks and 
diminishing sales, public confidence which had proved so reliable an asset was 
lost, and a gradual withdrawal of deposits came to be made ” For this reason 
do you not agree that this kind of public deposits does not constitute a depend- 
able source of finance 2 — They have been dependable m the case of the mill 
industry for the last 30 years The working capital has been found by the 
fixed depositors and there is still to-day considerable faith m the Bombay mill 
industry 

7453 If the depression sets in deposits are gradually withdrawn and the 
mill is put to embarrassment on account of those untimely withdrawals I 
want to differentiate between public deposit from individuals and finance 
from banks 2 — The bank is very human too The bank is also like the indi- 
vidual depositor The moment an industry begins to wane the bank also 
hesitates m common with oidmary depositors to lend more money 

7454 Mr Khaitnv You have said m one of your answers that some 
banks in Bombay have opened trustee departments Could you give us more 
detailed information 2 — I can send you some information about that 

7455 We have heard it from one witness that one of the functions of this 
kind of trustee bank is that it enables the bank to act as an administrator or 
executor or as a manager to look after the affairs of minors 2 — That is the 
trustee department we are talking of 

7456 Has there been any case of a bank in Bombay opening a department 
such as can be called an investment trustee department 2 — Not that I know 

7457 When you recommended that State-aid might be given to start an 
industrial bank, I suppose you had m mind the difference in the conditions of 
India and the conditions prevailing in more advanced countries like Germany 
and England. Is that not so 2 — No , it is not I had in min d only just the 
conditions m India. 

715S It was because you were only t hinking of conditions m India that 
Y° u recommended that some kind of State-aid would be useful in starting an 
Industrial bank 2 — I had nothing else at the back of my min d. 


\ 
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TWENTY-FIFTH DAY. 

Wednesday, the 24th September 1930. 

Present 

Six Bhufendra Nath Mitrv, KCSI,KCIE, GBE (Chairman). 

Sir Purshotamdas Thakurdas, Kt , GIB, M B E (Vice-Chairman). 
Mr D P Khaitan. Mi B W Buckley. 

Mr E V Busheorth. Mr Jadu Nath Boy 

Mr Manu Subedar Mi Gr K Devadhar, G I E. 

Dr L K Hyder Mi Nalini Banjan Sarkar 

Mi W Lamond Seth. Haji Abdoola Harooh 

Lala Harkishen Lal 

Mr V K Arayamudha Ayangar, MA, CIE (Secretary) 

Mr B P Masani, MA (Joint Secretaiy ) 

Mr K N Chandablioy (Vice-President), Air B N' Adaibad, (Hon 
"Secretary), Mi N S Gubbi, (Member) , representatives of the Indian 
Society of Accountants and Auditois were examined 

7459 Chan man I believe Sn Hugh Cocke is the piesident of your 
society? — Yes, ,-Sii 

7460 jWill you kindly give us some information about the 

objects of your Society and its constitution? — The objects 
of our Society aie given m our bye-laws They aie 
about 15 I will only state the most important among .them 
(a) To provide m India a central organisation of accountants and auditors 
and to do all such things as from time to time may be necessary to support 
and piotect the chaiacter, status and mteiests of the piofession of Public 
Accountants and Auditois an India ( b ) To promote and piotect the inter- 

ests of its members, and of the piofession of Public Accountants and Audi- 
tors m India generally, to cultivate the honourable piactice and profession- 
al co-operation among its members, to promote their efficiency and use- 
fulness by requiring the observance of strict rules of conduct as a condition of 
membership of the Society, and by settmg up a high standard of profes- 
sional and general education and knowledge of persons engaged m, or about 
to be engaged in, the profession of Public Accountants and Auditors and 
otherwise, and to elevate the profession of Public Accountants and Audi- 
tors as a whole (c) To repiesent gen ei ally the views and interests of the 
profession, and to pieseive and maintain its integrity and piomote just 
and honourable piactice m the conduct of business and to suppress mal- 
practice (f) To affoid the Central and Provincial Legislatures and public 
bodies and otheis facilities for conferring with and ascertawimg the views 
of the Accountancy Piofession as regards matters directly or indirectly affect- 
ing it These are the four principal objects out of about 15 If you desire 

me to read out the others, I will do so 

7461 Will vou kindly let me have a copy of your bye-laws? (A copy 
■was handed over to the Chairman) 
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7462 How long lias the Society been in existence? — It was orpginally- 
starfced m 1916 and it was resuscitated about 3 years back 

7468 Was it in a moribund condition for sometime ? — It was pa a mori- 
bund condition for a good many yeais and then it was levived 

7464 Could you kindly tell us the numbei of youi representatives? — 
We have 145 membeis out of about 500 peisons eligible foi membeiship 
throughout the whole of India 

7465 Youi membeis aie distributed all over India? — Yes, all over 
India 

7466 Sn Purshotamdas Thakuidas When you say out of 500 all over 
India, you lay down certain qualifications? — There aie certain qualifica- 
tions and membeis holding those qualifications are as many as 500 

7467 Can you tell us how many of your 145 members belong to im- 
portant towns? — All Presidencies, Provinces and Administrations are re- 
presented on the association There is not a single Presidency which is 
not represented We have membeis fiom all Presidencies and Provinces 
on our lolls 

7468 Mi Maim Subedai A Bombay auditor can' go to Calcutta and 
piactise theie as an Auditoi? — Yes 

7469 That me ns that the woik of the association is spread out not ac- 
cording to where the auditor works hut aocoidmg to his practice? — Yes, 
that is so 

7470 Chairman You state that youi Council agiee that the pumary 
function of any banking legislation pn India should be to inspire confidence 
“where it is lacking at piesent m the minds of the public and specially in 
the minds of small mvestois, so that they may deposit fieely m [indigenous 
banking institutions” Am I correct m understanding that your Council 
believes that the investing public do not fieely deposit their savings m 
indigenous banking institutions for want of confidence m them generally? 
If so, will jou give us the reasons foi such lack of confidence? — Our rea- 
sons are that the public and small mvestois have lost faith m the indige- 
nous banking institutions since 1913, very piobably from the time joint 
stock banking was m its commencement, and during the decade that fol- 
lowed many joint stock banking companies failed foi one leason or another 
and that lesulted m a loss of some cioies of rupees Naturally the mvest- 
mg public lost faith m such concerns and I can say that their faith has 
not yet been sufficiently restored 

7471 Mr Mann Subedar With the lesult that the deposits have gone 

down? — The paid-up capital has gone down * v 

7472 When you say that the depositors have no faith I suppose you 
would qualify that statement and say “less faith — Yes 

7473 They have got about 60 cioies, so you could not say that the de- 

positors have lost faith and if you take unto consideration the Imperial 
Bank which is also an Indian joint stock bank, you could not say that the 
depositors as a class have lost faith? — That is true , 

7474 But the position pn your opinion would have been stronger if 
there had not been those failures? — Yes As regards the Imperial Bank, 
people have faith in it because it is supported by Government 



797 


7475 If tlie Imperial Bank ceased to be Government bankers and re- 
mained meiely as a commeicial joint stock bank, do you apprehend that 
their deposits would go down 9 — It would then be on a par with indigenous 
banks 

7476 Would' the deposits go down 9 — I believe so 

7477 Chairman It follows that owing to this lack of confidence the 
depositors have not put the whole of then savings m these indigenous 
banking institutions Have you any idea wheie this money has gone? 
Has it gone to hoaids 9 — I have no statistics at my command, but I be- 
lieve these deposits have gone to foieign banks 

7478 If you weie told that the pioportion of deposits m foreign banks 
since 1913 has gone down while the pioportion of deposits m the Indian 
joint stock banks has gone up percept bly , would not that be an indication 
against the suggestion you have made 9 — In that case, of course, if the 
statistics show otheiwise, I am open to conviction 

7479 Sir Purshotamdas Thakindas Your only leason for this lack of 
confidence is the fafiuie of ceitam banks Do you say that that feeling 
has contmued since then 9 — The feeling m favour of banks is giadually 
reviving, but there are some kinds of misgivings stdl in the minds of the 
people 

7480 Do you mean to say that the want of confidence is only due to 
bank failuies m 1913 and to nothing else 9 

7481 Chairman I take it that by indigenous banking institutions you 
have been lefemng to indigenous joint stock banks 9 — That is so 

7482 Sn Pm shotaindas Thalcuulas During the boom period m 1918, 
1920 and 1921, the deposits m the Indian banks were on the low side 9 — They 
weie not on the low side The boom peiiod had as a mattei of fact 
changed the mentality of the people all lound 

7483 Therefore, thef shock which the people got m 1913 was discounted 
by the boom period? When people have money, they would go to the 
Indian joint stock banks to deposit that money, but when they have no 
money, how can they be expected to go there 9 — I want to qualify my 
statement by saynng — lack of confidence coupled with the poveitv of the 
people When the people become poor, they naturallv get moie cautious 

7484 Mr Manu Subedar We have heard complaints fiom seveial 
joint stock banks that Government’s bonowmg pohcv which yielded to 
the investor a late not much less than the rate which he could earn by 
deposing the money wjth banks was responsible for the diversion of con- 
siderable sums which would otherwise have gone into banks Would you 
suppoit that statement 9 — Yes, to a 'certain extent 

7485 If Government's piogramme of bonowmg had not been so heavy 
deposits in Indian joint stock banks would have been greater 9 — Certainly 

7486 So, to that extent you would say that the lack of co nfi dence on 
account of bank failures is not the only leason 9 — Ho 

7487 The Karachi Bank failed recently Do you t hin k it has affected 
4he deposits wth the Bank of India or noth the Central Bank 9 — They are 
flourishing institutions and people have faith in these banks 

7488 Therefoie, what you mean is that [if there is a new or an obscure 
bank started by an individual and if there was a breath of scandal about' 
it, then of course the people would not go to deposit money 9 — We have 
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only 4 or 5 good institutions in which, people have confidence The hulk, 
of deposits go into these banks But taking mto consideration the vast 
extent of India, if you have only 5 or 6 such banks it goes without saying 
that people have no faith m the othei new institutions that aie t larted 

7489 A new institution was started m the Punjab some yeais ago It 
has got a very large total of deposits which would command our lespect? 
—It must have a veiy poweilul Board of Dnectors The question of per- 
sonalities is always a very important factoi 

7490 Dr Hyder I take it that youi statement lefeis to the small 
investor Have you noticed any change m the mentality of this small in- 
vestor or is he still as shy as before? — Theie is some change of late, though 
not very perceptible 

7491 When he does not invest, at does not show that he has got 
nothing to invest? — If at all he has any money to invest, he tries to fish 
out the safest concerns 

7492 What do you mean by the safest concerns? — I need not name 
them as the distinction will be invidious I can mention Government in- 
vestment for example 

7493 Chairman Your view is that laxge sums of money have gone 
into Government investment because of this lack of confidence m the in- 
digenous banking institutions? Is that your point? — That is so 

7494 Aie you now referring to tieasury bills or other forms of Govern- 
ment securities? — We mean postal certificates and the Government savings 
banks, etc 

7495 Sir Purshotamdas Thahurdas I take it that this memorandum 
has been seen and appioved by your Council and that on the Council, 
there are several auditors who aie auditors of banks also? — Yes As a 
mattei of fact this memoiandum which has been put before the Commit- 
tee has been thrashed out in the Council, and we have included m it 
only those points on which we were unanimous or almost unanimous 
Therefore the memorandum submitted to your Committee has been passed 
paragraph by paragraph almost unanimously 

7496 Chairman Your Council suggests that any private individual, 
firm, or limited company mtendmg to do banking business m India should 
not be allowed to be registered as a bank Even if such pnvate concerns 
satisfy the legal lequirements for registration and carry out the obliga- 
tions imposed by law on banks, would you oppose their lecogwtion as 
banks? — With regard to this question, Sir, as it is theie is at piesent no- 
law imposing legal requirements for registrat’on of individuals or firms 
conducting banking business If the legislature contemplates any enact- 
ment on that matter, we should like to know of any necessary piovisions 
Before that we are not in a pos’tion to answer this question 

7497 My question is that if you have an institution which satisfies the 
legal lequirements foi registration wh ch are at the present moment re- 
quired m the case of public limited companies, would you object to their 
being registered as banks? — Certa nly not 

7498 Then, they would be m the category of public limited com- 
panies, but they may satisfy other requirements which aie theie to safe- 
guard the interest of depositors? — We should know what those particular - 
requirements are from which they are to be exempted 



799 


7499 Obviously they will not be asked to form themselves into a pubhc- 
limited company beca'use if a private individual 01 a private hmited com- 
pany has to conveit itself into a public limited company under the Indian 
Companies’ Act, then natuially it will not continue to remain as an indi- 
vidual or private limited company so that the fundamental distinction 
must be there, but barring that if it is piovided that these institutions 
must follow the other regulations which are applicable m the case of pubbc 
hmited companies, would }ou object to then* be.ng registered m India, 
as banks 9 — Yes, we would object 

7500 You do not want any institutions to be registered unless and 
until it forms itself into a public limited company? — That is so 

7501 Mr Khaitan What is your real objection to a private limited 
company registering itself m India 9 — Our reasons are that private limited 
companies aie not so well controlled under legislation as public limited 
companies, they enjoy some sort of privileges 

7502 Mr Manu Subedai Under the Companies Act they need not 
register their balance sheet with the Registrar at all, and the Compames 
Act is not so strict w.th them as with a pubhc company? — Yes 

7503 But is that the only objection, is there any financial objection 9 — 
If they have to comply with the same provisons as public hmited com- 
panies, we would have no objection 

7504 Chairman That was my piecise point Shoit of meeting that- 
particular requnement of the Indian Companies Act unde; winch they may 
have to form themselves into a pubhc limited company, if they are re- 
quired to follow the other regulations now applied to public limited com- 
panies, would you object to a private limited company registering itself" 
in India as a bank 9 — No, we would not 

7505 Sir Purshotamdas Thahurdas Your objection only applies to 
banks, not to bankeis 9 — Yes 

7506 Your main aim is to protect the interests of the depositor You 
know that shroffs, chatties and multani bankeis all take deposits and they 
are at present outside the reach of the law Bo you propose that ’there 
should be prohibition against anybody, taking deposits who is not registered 
as a bank 9 — The prohibit’on is against the use of the word ‘bank’. 

7507 You would like to see what the legislation as like before you 
criticise and you are not prepared to say whether you have any objection 
or not befoie you see the mam outlines of the proposed legislation 9 — Yes 

7508 Chairman' To that extent, would you modify what you have 
said m the statement “Likewise, an individual or a private partnership 
should be piohibited from usmg the words ‘banker’, ‘private banker’ or~ 
‘bank’ in the name of hi s oi the film’s business” 9 — -In the absence of the 
nature of the proposed legislation we are not m a position to sav whether - 
we agree oi do not agree The reason for including the wox*ds ‘individual 
or private partnership’ is that we have taken into considerat’on the pre- 
sent circumstances What the futuie circumstances would be we were 
not m a position to say when we drafted the memorandum As far as 
present circumstances aie concerned, we wish that an individual or a 
private partnership should not be allowed to use those words- 

7509 If that was youi real intention initially, if you had said that until 
certain things were done, this should not be allowed, that would have- 
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made the position cleai But that is not how the sentence luns To that 
extent the statement should be modified, i e , if certain things are done 
and if those leeeive youi approval; you would not mind an individual 01 a 
private partnership being allowed to use the word ‘bankei’ or ‘pnvate 
bankei’?— -Quite so 

7510 To that extent only you modify join statement’ — Yes 

7511 Sir Put shotamdas Thctlairdcis Youi mam point is to see that 
the accounts of such banks oi bankers are open to the utmost scrutiny by 
a responsible auditor ’ — Yes, and they should be published 

7512 The publication pait is a matter for the investor A s fai as you 
are concerned, you think the account should be open to audit by a respon- 
sible party? — Yes 

7513 Chairman Do you piesg foi publication? — Compliance with the 
requirement of the Companies Act necessitates publication 

7514 Are you stiong on publication? — Yes 

7515 Seth Hap Abdoola Ilaioon Would you agree that these pn- 
vate banks or bankers should be allow ed to do business other than banking 
business’ — As it is, the present inuHams and othei classes of the same 
group do also tiadmg business That depends upon prospective legisla- 
tion and we aie not m a position to say am thing off-hand 

7516 Chairman What would youi advice be m legaid to legislation? 

■ — If you want my peisonal view's, I am piepared to give it My Council 
has not considered that aspect of the quest on 

7517 Seth Hap Abdoola Haroon Would you allow the indigenous 
banking companies to do other business’ Have you am objection? — 
They cannot do othei business, it is laid dowm m the memorandum 

7518 Mr Manu Subedai The memorandum m some cases, even m 
the case of banks, is extiemely wide and gnes them various poweis which 
would include tiadmg of a ceitam kind I know that youi views are very 
strict on the subject even as fai immoveable pioperty goes, but I take 
it that you would advocate that if the memoiandum of any bank piovtdes 
for such wide poweis as to enable them to do tiadmg of any' kind, they 
should not be allowed to do so’ — Yes The memoiandum should be res- 
tricted 

7519 The Begistiar of joint stock companies should object to that? — 
Yes 

7520 Chairman Youi Council is of opinion that theie should be ade- 
quate control over all Bntish and foieign banks doing business m India 
and that such contiol should be exeicised by a special finance Committee 
empowered to issue licenses to such banks Will you kindly tell us w r ko 
should appoint the committee and w'hat its constitution should be? — We 
suggest legislation for the formation of a Pmance Committee It should 
consist of representatives of Government, elected representatives of legis- 
atures and elected representatives of public bodies interested m commer- 
cial affairs We also suggest legislation foi a scheme of control ovei all 
British and foreign banks embracing all matters connected with the impo- 
sition of legal obligation on such banks, and also that such a committee 

may be empowered, if the requirements are satisfied, to issue licenses to 
such banks , j 
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7521 If and when a Reserve bank is established, would you allow the 
Reserve Bank to take the place of youi special Finance Committee 1 ? — That 
depends upon the organisation of the Reserve Bank, whether its constitu- 
tion would admit of representatives of so many bodies When the Re- 
serve Bank Bill was befoie the Assembly, there was some opposition from 
the officials legal dang the constitution of the Reserve Bank Board and the 
Government of India opposed having representatives of Indian legislatures 
on the Central Board We have suggested that there should be represen- 
tatives of the legislature on the Finance Committee and if the Reseive 
Bank is started as originally proposed bv the Government of India, it 
means that the representatives of the legislature would not be on it 

7522 Theiefore you will continue this special Finance Committee ? — 
Yes 

7528 Mr Khartan You leferred to something about the legal obli- 
gations of the British and foreign banks? — The legal obligations may be 
with regard to immediate cap tal, with regaid to annual production of 
statements of account connected with the Indian business according to 
the prescribed form, registration of the same, piactical train ng of qualified 
Indians in banking business and methods, the interests of creditors' and 
mvestois m the event of winding up, investments m Indian securities and 
so on 

7524 Chairman You have detailed some of these m youi memoran- 
dum? — Yes 1 

7525 Can we take it that these are the most important ones which 
you have now mentioned? — Yes, on which we are unanimous 

7526 There may be othei items on wlrch tbere may not have been 
unanimity? — We have only touched upon those points m our memoran- 
dum m which accountants and auditors are concerned 

7527 Your Council is fuither of opinion that m the case of the winding 
up of any Butish or foieign bank doing business m India creditors and 
shareholders should have a priority, or a first chaige, ovei the bank’s 
assets m India without prejudice to then lights over the assets of the bank 
situated outside India Can you cite any precedent for such provisions 
m lespect of non-national banks working nn other countries? — We do not 
know much about non-national banks. As far as our information goes, I 
think theie is some such law in Germany under which the Geiman nation- 
als are protected Foi example, if an Indian company goes into liquida- 
tion and if that Indian company has got some German debtors and some 
German creditors and if the assets of the Indian company are not sufficient 
to pay off the creditors of that company, even then the law m Germany, 
as far as I understand it, is that from the assets available of German 
debtors the German creditors are paid off 

7528 And thereafter from the funds of the Indian creditors? — Yes 

7529 Mr Mann Subedar What you have said applies to all com- 
panies and not merely to banks? — It applies to all compan es The Indian 
Companies Act applies to banks also 

7530 We are trying m this Committee to devise measures which would 
be of special applicat on to banks We are not concerned with the posi- 
tion of other joint stock companies or with the position of foreign com- 
panies working m th s country or their branches It may be a verv satis- 
factory thing m law, but do you know that in the case of an oidmary 

Vol. Ill '3 b 
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-company it as not possible to luttei aw aj the assets 01 to reduce the assets 
and increase the labilities suddenh In the ease of a bank 3011 are aware 
that in the couise of two liouis bj means of the telephone and by a couple 
of telegrams you can leduce youi assets by a couple of ciores and increase 
your liabilities by #a couple of croies an tins country , the assets being in- 
creased m other countr es by means of remittances Do \ou think that 
this m ntself is an adequate provision? — We would leave it to the Com- 
mittee to consider 

7531 You feel that m the case of a bank th s piovision by itself may 
not be adequate? — If fiom youi expert knowledge of the inner working of 
banks you think it is not adequate, w'e have nothing to say Wo have 
made tins recommendation fiom our experience of the working of the com- 
pany law 

7532 You say m 30m memoiandum that only public limited companies 
winch aie established ,in India to cairy on banking business should be 
allowed to uso tlie woid “bank” You also say that “m the best interests 
of the investing pubbe in tli s countoy it is very desirable that there should 
be adequate contiol ovci all British and foreign banks doing business m 
India, and that that contiol could be cfteciivelj cxerc sed by a special 
Financial Committee empowered to issue licenses to banks desiring to start 
or to cont nue doing business in this country” Is it jour intention that 
unless a bank is registeied m tins country, it should not be allowed to use 
the w'-ord ‘bank’’ — The first sentence refers to Indian indigenous banks 
reg’stered m this country, but as regards foreign banks, if they comply 
with all the requnements of law as Indian banks base also to, there can- 
not be any objection to them 

7533 But a company registeied m London cannot possibly comply to 
the same extent as a company registered in India m the sense that it w 11 
have no directoiate here and no audit of any kind’ — But we want that 
it should have these 


7534 In the first instance I should like to be clear wnlb’ regard to vour 
views on the larger question Suggestions have been made to us that 
unless a company was registered m India, it should not be allowed to work 
as a bank following the precedent of other countries, and I should like to 
know if your committee have any view r s on this extreme suggestion? — W© 
do not w sh to go to that extoeme All I would say is that foreign 
banks working m India should be compelled by law to get their accounts 
audited and published and they should carry out the same obligations as 
Indian banks are compelled to do under the Indian Companies Act 

7535 Ghairvian That is, youi paragraph 3 refers to banks establish- 
ed in India, and your contemplated regulations in regard to foreign banks 
are contained m paragraph 4 and not m paragraph 3 Would that be a 
correct appreciation of the views of your Association? — Quito so 


*536 Mr Manu Subedar With regard to foreign banks working m 
vwr < 5 0Un ^ I Y> you would not want any discrimination between them’ 
Whether a bank is from America, Japan, England or Germany, they all 
stand on the same footing? — Yes, provided they comply with the Indian 


,,, ^ T ° u are suggesting certain definite provisions, but others may be 

ought out by this Committee When a bank ns willing to comply with 
ese and, as a matter of fact, is complying with them, licenses should 
be issued and continued ?— Yes 
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7538 With regard to publication of accounts, is.it always possible in. 
~the case, of a bank to separate its Indian business from its foieign busi- 
ness 9 — It could be made possible 

7539 It could not be shown as profit and loss account oi balance sheet 9 
— It could be shown under the schedule of assets and babul ties 

7540 But such a statement could give no idea with regard to cash 
-and reserves because they aie naturally composite items? — A special note 
could be made m the balance sheet that the leseives are both foi India 
as well as for othei blanches 

7541 I want to put it to you whether it is possible? — Oui idea is to 
make it possible 

7542 We aie thinking of the methods of devising adequate control I 
suggest to you that the method put by you may not secure a coirect view 
of the position of the bank as a whole? — But it will seeuie better informa- 
tion than is ava-lable at present 

7543 Can we improve it furthei 9 — It can be improved furthei 

7544 I put it to you that it is difficult to piepaie the balance sheet of 
a concern which is bonowmg an 20 or 30 different places and which is re- 
gistered under foieign law and whose foims are separate 9 — Our view is that 
it should be made possible to secure belter information and more detailed 
statist cs for Indian shaieholders about the position of the banks working 
in India 

7545 Chan man I take it that it is really to meet that aspect of the 
case that vou add these woids “without prejudice to their lights ovei the 
-assets of the banks situated outs’de India” — Yes 

7546 You refer to the practice in Germany Could you kindly refer 
us to anv books oi publications which would enable us to find out the 
practice m Germany in this particular matter? — A case recently came 
before us about the liquidation of a company and from that we came to 
know of it 

7547 In those papers is any reference made to the German law? If 
you could refer us to the particular German law, we might be able to get 
hold of the papers If you have not got the information before you now, 
would you kindly wnte to our Secretary? — Yes, we shall do so 

7548 Mr Manu Subcdar It has been put to us by seveial witnesses 
that the first claim, to the savings made by the people of this country, is 
of the Indian banker and through the Indian banker, of Indian trade and 
industry, and than for this purpose a regulation should be made, by which 
the freedom of foreign banks to leceive deposits m this country should be 
either curtailed oi should be restricted altogethei There are various views 
on the question, but would you kindly tell us what the view's of your Asso- 
ciation are on it 9 — We have not thought, as an Association, over this 
-matter, but we w'ould certainly want that certain restrictions should be 
put upon the investments of the deposits of Indians, that is. that those 
deposits should be utilised, as far as possible for Indian purposes 

7549 There are two classes of restrictions The first is the restriction, 
•on the depositor himself from putting his money in the exchange bank 

If he is prevented from doing so, the suggestion is that he will either put 
it in Government securities or m various other forms of securities that 
might be created, which will spread out to the benefit of internal trade, 

. 3 b 2 
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industry and commerce The second restriction which you mentioned is 
m01e difficult How would you restnct foreign banks from using Indian 
money, say for their operations m Smgapore, Hongkong, Java or the Malay 
Peninsula — Thev might invest it in. Indian securities to some extent 
They might use it foi the advancement of Indian trade to some extent 

7550 ° But if the company is a single composite company controlled by 
a single Board and the idea is that they v ant to make as much out of their 
wor kin g capital as possible and invest them wheiever it pays them best? 
You know as a matter of fact that the money rate is better as you gc 
eastwards up to Hongkong and it is not improbable that some of this 
money is going to the detriment of the use which it could be put to here 
The idea of restricting deposits to Indian banks was that the money should 
be presumably used m India If foreign banks want to do their operations 
heic, thev can Lung deposits fiom their own countues where they can 
get it cheap and plentifully and not entiench on Indian savings to which 
the first claim is of the Indian institutions What would be your view?— 
We have no definite views on the matter, but as far as possible some 
feasible measuies should be taken to prevent exploitation 

7551 Supposing industrial banks were started m this country and 
debentures issued cn which there is a Government guarantee, would vou 
consider that a satisfactory form of investment? — Yes 

7552 Chan man You have said that youi Association contemplates 
that one of the conditions for the issue of licenses should be that deposits 
in foreign banks should be invested as far as possible m Indian securities 
and m Indian trade I do not find that condition mentioned in your 
memorandum at all? — I have already said that we have only put forward 
those suggestions which directly affect the accountants and auditors Our 
society is a professional body and we have restricted as far as possible to 
those points which frequently present themselves to auditors 

7553 You must remember that the view of your Association is that 
investments should be restricted as far as possible to Indian securities and 
to Indian trade Previously you said that your Association is only con- 
cerned with tho^e matters on which they have oxpressed then opinion I 
want to make sme that what you have just said lepiesents the views of 
youi Association ? — It does represent the views of oui Association 

7554 Mr Manu Subedar Another proposal has been placed before us 
and that is the land mortgage banks which may be started in connection 
with the co-opeiative movement The idea is that Gover nm ent will 
guaiantee the interest on debentures issued by those banks and they would 
be trustee secuuties That being the case, would you not advocate the 

Indian money being deposited m those debentures? — Certainly, that can 
9)e done 

m55 Dr Ryder You say that m the case of winding up of any British 
°i foreign banking company doing business m India, Indian creditors and 
'’shareholders should have a priority, or a first charge over the bank’s assets 
in India without prejudice to their rights over the assets of the bank situated 
outside India One can understand youi anxiety for the creditor 
but how are you going to lump the shareholders together?— Aftei all the 

oie 1 ors have been paid off in full, the shareholders’ case will be taken 

up 
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7556. Mr. Lamond Yon insist on local legisteis, do you not 0 — Yes 

7557. Dr Hyder If an Indian elected to be a shareholder m a foieign 
-company, -would you under the Indian law give him protection for his 

interests? We do not know what laws there are or theie will be in foreign 

-countries with* regard to the position of their nationals in this matter. 

7558 With regaid to the German system to which you lefened is 
this a reference to any particulai provision in the German Commeicial 
-Code? — Well, we will look it up and let you know later on 

7559 Sir Pufshotamdas Thahuidas Take the case of a bank which 
has closed its doors Supposing on the Bank of Taiwan, there were Indian 
-deposits to the extent of Its 20 lakhs and theie were some Indians who 
held shaies m that Bank to the value of Its 50,000, and the Bank’s assets 
in this country amounted to Its 21 lakhs Is it your suggestion that after 
meeting the Bank’s cieditois m this country, out of the balance of Its 1 
lakh, Bs 50,000 should be paid in full to meet the dues of the Indian 
shareholders? — That is not our view Our point is that after all the ci edi- 
tors have been paid off m full m India, the balance of Bs 1 lakh that is 
left will be placed at the disposal of the hqrudator of the Bank at Japan 
who will after meeting all the ci editors of the bank (including Indian and 
foreign) will distnbute the remaining balance among the shareholders of 
the Bank irrespective of the fact whether thev aie Indian or foieign 

7560 Mr Buckley We have been told that when a certain Japanese 
Bank closed their doois many Indian depositois of that concern lost 
their money Is that your information? — We do not know much about 
that 

7561 An impression has been left with this Committee by one witness 
-who was examined before us that the Indian depositors did lose lots of 
money by that crash If I tell you that Indian depositors did not lose 
even a single pie and I can also substantiate my statement by facts and 
figures for the use of this Committee, will you accept my state- 
ment? — We have not based our suggestions on that point We would 
however be piepaied to admit your statement if you can prove it to be 
conect 

7562 Sir Pin shotamdas Thalcuidas If it is so, do you not think that 
it was only a lucky coincidence? — That is so. 

7568 Chairman Will you kindly explain to the Committee the leasons 
why you want the various classes of debts and the nature of securities 
against which they are seeuied stated specifically in the balance sheet? — 
With a view to give full information to the mvestois, shareholders, credi- 
tors and the geneial public, it would give a dealer idea of the working of 
the bank if the debts and securities of the bank are fully classified and 
given m the balance sheet It also selves statistical purposes and enables 
not only professional men but also lay-men to foim some opinion on the 
management and stability of the bank 

7564 And it is your opinion that if such information were given, then 
it would engender greater confidence m the depositing public? — Yes 

7565 Sir Purshotamdas Thakurdas May I ask whether you have 
known of any parallel of existing legislation m other countries on this 
-subject? — We do not know of that, but as Indian banking is still in itg 
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inf firing, we think such, a pi o vision is necessary m oidei to ensnie more- 
conhdence m the pubhe 

7566 I suppose yoiu idea is that if a bank keeps its assets in cash 
even up to 100 per cent , then that bank would be considered solvent? — We 
would not go to that length, but still we consider that as fai as possible 
the position short'd be shown clearly 

7567 Mr Manu Subedai You know what is called window-diessmg 
piactised by banks? — We can guaid against window-dressing by providing 
undei legislation that auditois should be empowered to publish such 
instances of window-dressing m a schedule to be attached to the balance 
sheet Supposing a directoi has taken a loan of Bs 5,000 from the bank, 
and he lepavs the loan on the 30th December, on the 31st the balance 
sheet is prepared and then again on the 1st oi the 2nd January he again 
takes the loan, then the auditoi must be authorised to bring m such 
instances m the schedule appended to the balance sheet 

7568 I can quite undeistand your point I am veiy much on the 
pomt of cash You know window-dressing is not a peculiai Indian weak- 
ness, but it is a human weakness prevalent all the woild over You will 
agiee with me that unless theie is a system of daily, weekly or monthly 
audit, an auditor’s busmess is only to repoit on the state of affairs as on 
the date the balance sheet is piepaied? — That is true We aie under the 
piesent law not lequued to state any other fact 

7569 I put it to you that m the case of banks that have failed, the 
bank’s auditois must have known of some big transactions which happen- 
ed two or three yeais before the clash which would have brought about 
the ciash? — I agiee, but at present there is no statutory obligat’on on 
auditois to disclose such transactions We have naturally to restrict 
ourselves to the duties that are placed befoie us But we suggest that 
that difficulty can be eucumvented by the introduction of the practice 
followed m Canada If the shareholders bv a resolution of the general 
body passed a resolution to that effect, the auditors will have to come out 
with actual facts 

7570 I am veiy glad that you mentioned this, but you will agree with 
me that the piesent situation is, although the appointment of the auditor 
lests m the shareholders m name, m actual piaetice it is the directors who 
appoint the auditoi? — That is so 

7571 So as matters stand at present, you would not go out of your 
way to hurt the feelings of the directois or the Managei because of over- 
seal’ — We aie simply to be guided by the statutory obligations imposed 
on us aud nothing more 

7572 I say the office of the auditoi at piesent depends on the good 
will of the dnectors of the hank and if anything could be done to make 
the position of the auditor independent of the directors, then the position 
would be better’ — That is so 

• 7573 Mr Devadhctr You have doubtless audited hhe woilnng of" 
seveial banks and other companies What peicentage of these firms lesort 
to this form of window-dressing ? — We cannot sav what percentage rt is, - 
but we have not come across^ any cases of window-dressing 
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7574 So then you are only dealing with certain possibilities and pro- 
babilities? — If you will read the reports of the liquidators in the case of 
banks that have failed, like the Alliance Bank of Simla, you will get to 
know more about} this 

7573 From your experience can you say what peicentage of the banka 
do this window-dressing business? — That point can only be thrashed out 
when a firm goes into liquidation and then the liquidator gets more power 
and greater facilities to thiask out the whole problem 

7576 Chairman Mr Devadkar’s point seems to be this Your refer- 
ence to the liquidator’s report brings out the fact that window-dressing 
does go on Otherwise these banks, at least some of them, would not have 
gone into liquidation? — That is so If you read the liquidator's leport 
that will disclose the actual position. 

7577 So you admit that there must have been cases of window-dress- 
ing ? — Yes, them are cases 

7578 And Mr Devadhar ’s point is, whether your Association, with itB 
experience in these matters, will be able to say m what percentage of 
cases is this window-diessing going on? We aie unable to answei that 
point We have got only one bank to audit and all others are commercial 
houses 

7579 Mr Devadhar May I take it that m your experience you have 
not come across cases of window-dressing ? — No, not m the case of banks 

7580 You ref ei red me to the reports of the liquidators So then the 
position is that unless a bank goes into liquidation nothing can be known 
about that? — That is so 

7581 While a firm is on its legs we cannot get such information and 
only when it falls down, you will get the information Is that not your 
point? — To prevent that we have proposed safeguards 

7582 Mr Khaitan You have also heard of secret reserve which is 
veiy much different from window-dressing? — That is legitimate to 
strengthen the position of the bank All sound banks must have secret 
reserves 

7583 Is there not more of secret reserve than that of window-dress- 
ing? — That is so 

7584 Mr Lamond It has been suggested to you that hidden reserves 
strengthen the banks while window-dressing weakens it I put it to you 
that it is not the case Window-dressing is done only just to show a 
bigger percentage of assets in cash It only leduces the earning power of 
the bank for the time being? — The object of that window-dressing is to 
give a better opinion of the bank than what it leally is We should consi- 
der it an embellishment 

7585 Chairman But this particular class of window-dressing, that is, 
tiansfei from secuuties to cash or to money at call is not an embellish- 
ment? — Comparat’vely speaking it is so, because cash is better than money 
at call or other investments To the investing public it sounds better 

7586 Mr Devadhar Is this window-dressing an indigenous giowth or 
a foreign impoifation ? — That depends on the histoiy of the banks of which 
we have no knowledge 

i— < *" ~ r >■ 
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7587 Chairman There is no window-dressing in the matter of indi- 
genous bankers m India because they do not publish their balance sheet? — 
That is so 

7588 Item 10 of paiticulars required by Act VII of 1930 on the assets 
side of your pioposed form E , is “Debts considered bad or doubtful” 
You are no doubt aware that under the notification issued by the Govern- 
ment of India m the year 1927 banks have been exempted from disclosing 
such debts if they have been provided for to the satisfaction of the 
auditors Will you kindly state why you want this item to be separately 
shown in the balance sheet? — This is a very impoitant item Debts con- 
sideied bad oi doubtful form a striking feature of the management of the 
bank and we are therefore for the l eversion to the old practice of showing 
bad and doubtful debts on the assets side and the provision for the reserve 
on the liabilities side of the balance sheet Besides for the use of students 
of b ankin g it is a useful item because we have to know what are the debts, 
what the investments are and so on We see no leason why it should not 
be disclosed 

7589 I daie say you aie aware of the change made m 1927? — This 
Older was promulgated by the Government of India without consulting any 
commercial oi professional bodies I have here a copy of the petition 
made by the Cential Bank, the Bank of India and the Allahabad Bank to 
the Governor- General m Council m the course of which the memorialists 
state as follows — “The practice uniformly followed has been to omit the 
bad and doubtful debts fiom the total of loans and advances if and only 
so fai as the same have been adequately and satisfactorily piovided for 
If any debts which are doubtful have been included in the total of loans 
and advances and if the banks do not hold sufficient provision for the same 
they are always separately specified as bad oi doubtful” On the basis of 
this petition the Government communique that was issued stated that this 
is a uniform piactice Now I have got the balance sheets 
of the Bank of India, one of the petitioners of this memo* 
landum and you will find that from 1913 to 1927 the Bank of 
India itself lias given the bad and doubtful debts and a provision for 
reseive m then balance sheets So our point is that the Government of 
India made unnecessaiy haste m promulgating this Older They never 
even consulted all banks, because one bank at Bombay was diagged into 
litigation, the Government of India naturally went to its rescue We 
admne their timely help but our opinion is that bad and doubtful debts 
should be shown in the balance sheets 

7590 Is it not a piactice m other countries not to show bad and doubt- 
ful debts and is it not one of the reasons quoted by the Government of 
India m their commumqud? — We are following the English Companies’ 
Act with some modifications here and theie m this country In the 
English Companies’ Act there is no form “E” or anything of that sorb 
with the lesult that it has nob been obligatory for banks m that country 
to disclose their bad and doubtful debts As a matter of fact it was only 
in 1929 that it was left to the discretion of the banks or limited companies 
to publish their profit and loss account or not 

7591 I think you said it would be more desuable from the point of 
view of the public If the doubtful debts were shown separately m the 
balance sheet even if they were well provided for, would that not raise 
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■suspicion in. the minds o£ the not-too-w eil-inf ormed pubhc? — Not 
necessarily , it will create confidence rather than suspicion 

7592 If they read in the balance sheet debts considered bad or doubt- 
ful although there is some corresponding entry, still it may not attract 
their attention to the same extent? Barring your Association and perhaps 
a few other people, will any body be able to study these balance sheets 
carefully ? — In the foimulation of a principle we have to get at the intelli- 
gent side of the pubhc Fiona their point of view we have to discuss this 
•question 

7593 Chan man If you had dealings only with intelligent people, one 
should have expected that a similar piovision existed either by law or by 
estabhshed practice in countnes like England I think the point was that 
this provision was lequired m India because the people in India who 
deposited money did not possess the same amount of intelligence as m 
other countries My suggestion was that an entry like that instead of 
mspinng confidence would fughten away people and ceitamly it would 
make the less intelligent class of depositors suspicious In regard to the 
more intelligent classes they would be able to appiaise the credit and 
debit sides of the balance-sheet alright , but would not the same argument 
apply to any other country like England? — If by legislation all banks are 
compelled to show doubtful debts on the one side and piovision for bad 1 
and doubtful debts on the other, the people must see that this is an item 
which must occui m the ordinary course 

7594 Mr Lamond Would you have any legislation to prevent bad 
debts from being wiped off without bemg shown? — Bad debts must be 
wiped off 

7595 If they show bad debts m the balance sheet, what is the object 
of showing it? — The item of bad debt should be shown in the profit and 
loss statement It must be disclosed to the pubhc as to what extent the 
business was good 

7596 Chan man In this statement of youis I do not see any per contra 
entiy I see a note by Sir Hugh Cocke who is the Chairman of your asso- 
ciation He says “doubtful debts which are not coveied by provision 
must be shown in a bank balance-sheet” Appaiently this entry shows 
debts which are not covered by provision Other debts are apparently 
not intended lo be shown separately Now I am trying to find out the 
intention of your pioposal I thought that you -wanted to go back to the 
system which was m force befoie the year 1927, but I do not find the 
corresponding pel contui entiy? — Yes, theie is 

7597 It is the bad and doubtful debts reserve I am asking about 
the pe? contia entiy — Theie is that piovision under “funds” 

Mr Lamond That may be leserve built up to meet any bad debts in 
future 

7598 Chairman I am trying to find out what the corresponding entry 
was m the Companies’ Act We discussed the matter befoie but failed 
to understand the position and we therefore asked Sir Hugh Cocke 
whether he would be able to elucidate the matter He said that it is not 
practicable anvwhere m banks to divulge the amount of their doubtful 
debts provided thej are fully provided and the reasons aie obvious Then 
he referred to the change made in 1926 and he said he approved of it In 
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fact he said that publicity might be harmful Having said bo, he ended 
up by saying it is of course obvious that doubtful debts which are not 
covered by provision must be shown in bank balance sheet” As he is 
your chauman, I put it to you whether this entry refers to those cases 
which are not coveied by piovision? — All the debts which are covered must 
be shown on the assets side 

7599 Befoie 1927 it was puicly a pc? contra entry and bad and doubt- 
ful debts leserve is something quite dilfeient from a per contra entry 
The two things aie not identical For the present, I want to know what 
you really intend by entiy 10 Do you intend only those debts which are 
not covered by piovision oi all bad and doubtful debts? — All bad and 
doubtful debts 

7600 Mr Khaitan Let us considei the case of bad and doubtful debtB 
separately Dealing with the bad debts, you aie not opposed to wiping 
off the bad debts Is that not so? — Yes, if they are wiped off the books 
of the bank altogethei 

Chan man But fiom the point of view of the public it is the same 

7601 Mr Khaitan As legaids bad debts if they aie wiped off, the 

debts are not existing m law Is that not so? — No, so far as the legal 
liability is concerned at continues in spite of the fact that they have been. 
wiped off the books of the bank , 

7602 If it has been wiped off, do you still insist on the bad debts being 
shown in the balance sheet? — The balance sheet 10 only a sort of mirror 
which is intended to i effect the state of things, i c , all the transactions 
of the bank 

7603 What :s the difference you make whether the entry is made in 
the account itself oi whethei it is made m a separate account as wiping 
out that partaculai debt 9 — The diffeience is that m one case when you 
wiite off that fiom the books of account altogether and present the balance 
sheet, the balance sheet is naturally a true and correct statement of the 
tiansactions of the bank 

7604 Mr Khaitan So fai as the balance sheet is concerned the debt 
is wiped off, hue sc far as the legal liability is concerned it remains under 
the law How is it possible therefore foi a good balance sheet to show 
bad debts 9 I am of couise assuming that it is a good banking concern 
making good profits and the provision foi bad debts is drawn from the 
piofit and loss 9 — Theie may be some secret leserve funds 

7605 Why do you insist on the thing being shown? — What wall happen is 
this that on the assets side that account will be taken, hence we write it 
off and do not show it m the balance sheet 

In the case ot doubtful debts supposing the aggregate of doubtful debts 
is 15 lakhs and they aie doubtful to the extent of say only 5 lakhs The 
bank dnectoi know it and the auditor is satisfied with it According to 
youi scheme bad and doubtful debts will be shown as 15 lakhs, provision 
for bad and doubtful debts made as 5 lakhs Therefoie on the light hand 
side you show bad and doubtful debts 15 lakhs, on the left side you would 
show provision for bad and doubtful debts 5. lakhs? — No Sir, 10 lakhs will 
go undei the heading of good debts and 5 lakhs to the bad and doubtful, 
debts That is the usual practice , 1 , 
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7606 Do you mean to say that the poition which is realisable will be 
shown as good debts 9 — Yes 

7607 What is then the utility m having two entiles 9 — The share- 
holdeis and the geneial public can have a good idea of what is leallj 
happenmg Moieover it does not give extiaoidmaiy poweis m the hands 
of the bank manager to play with the seciet reseive without the 
knowledge of the bank directors If the bad debts are of large amounts 
and if they aie not shown m the balance sheet but wiped off from the 
reserve assuming that theie aie millions of rupees in leseive, the bank, 
would go on advancing lashly and without the knowledge of the shaic- 
holders oi the dnectois 

7608 Mi Manu Subedar With legaid to these doubtful debts, I 
would like to undei stand fiom you one point Eveiy debt has some 
element of usk m it but onty when the usk is mcieased you call it doubt- 
ful There aie many banks and many auditors Is there any general 
standaid 9 — The geneial standaid accepted by audit is that if a particular- 
debt is nrecoveiable foi a long time and if mteiest is not leahsed, then 
aftei some time we legaid that debt as doubtful 

7609 Theiefoie youi standaid is an expression of the period of loan and 
the payment of mteiest instalments If you insist on a sepaiate provi- 
sion as a soit of check on the bank managei, would not the manager try 
to shou moie debts as good than as doubtful 9 — Quite so, m that case he 
will have to give the necessaiy mfoimation to the auditois who will decide 
whetliei a particulai debt is good oi doubtful 

7610 Chairman Youi Council suggests that with a view to protecting 
tbe interests of the cieditois of the banks and mspnmg confidence m the 
minds of the investing public concerning then position all banks having 
then head office oi subsidiary offices registered m India should be prohi- 
bited from creating any mortgage or chaige on their uncalled 
capital or any pait theieof at any time dunng then existence Will you 
kindly tell us if theie have been cases ot cieation of such moitgages or 
chaiges without the knowledge of the shaieholdeis oi cieditois of the banks 
concerned? — We do not know of am, cases foi the creation of such mort- 
gage oi charges without the knowledge of the shaieholdeis oi cieditors of 
the bank As the practice now goes, the directors can cieate such a 
chaige without bunging the matter to the notice of the shaieholdeis 

7611 That is the position though you aie not awaie of any concrete 
cases 9 — That is so 

7612 Would that be knoun to the auditois? — Yes, at the time of the 
audit 

7613 Sir Purshotamdas Thahurdas Do your Council know of any cir- 
cumstances wheie the call has been mortgaged m advance 9 — Managers may 
have been doing it privately, but it has not come to the knowledge of the 
members 

7614 Theie are about 10 or 15 banking institutions, you have not 
heaid of any cases ukere the call was mortgaged m advance 9 May I 
therefore suggest to you that tlus is a bit of exaggeration that these calls 
are mortgaged m advance I merely want to ask whethoi banks fail more 
on account of fiauds than on account of anything else' — "Various causes 
at times woik simultaneously to bung about failures of banks 
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7615 Chairman Your Council is of opinion that banks should bo pro- 
hibited by law fiom granting loans to their auditors either jointly with 
other persons or severally, on short or long term, with or without security. 
Will you kindly tell us whether banks now advance loans to auditors?— 
At times they may On a mattei of principle it is not m the least 
desirable 

7616 It has been stated by one of the witnesses that the certificate 
at present given by auditors is vague and non-committal Will you 
kindly give us your views as to the adequacy of such certificates? — The 
certificate is neither vague noi non-committal It is only tersely worded 
It fully coveis the responsibilities of the auditors 

7617 You aie not awaie of any cases where a bank has gone into 
liquidation and wheie the auditors managed to escape owing to the vague 
terms of the certificate’ — We do not know of any cases The certificate 
as it is woided fully coveis the responsibilities of the auditois 

7618 Sir Purshotamdas Thalcuidas You know that m Bombay there 
is such a thing as the Shareholders’ Association and you know that they 
claim to look aftei the interests of the shaieholdeis m geneial Now m 
their evidence befoie us they emphasised that the auditois’ certificate was 
very inadequate 9 — What aie the leasons 9 

7619 They think that it is too vague and too general? — If you read 
the woidmg of the certificate, you tv ill say that it is neither vague nor 
non-committal 

7620 Do you not think it could be made a little more comprehensive 
specially m legaid to investments? — In the case of investments generally 
speaking, the piaetice m England and such advanced countries is that 
schedules are attached showing the -valuation of the securities and the 
auditors clearly state that they have actually checked the accounts 

7621 Sir Pwshotamdas Thalwdas Will rou please lefer to the 
“auditors leport to the members of Barclay’s Bank Limited” mentioned by 
the Bombay Shareholders’ Association and let us know if that m your 
opinion is a good certificate’ — It is a good certificate 

7622 Chan man In regard to the Alliance Bank it was alleged that, 
owing to some defective action on the pait of the auditors, the position of 
the bank was not disclosed as early as it might have been If I lecall the 
case conectly, the auditois had signed the prescnbcd certificate, but it 
was held latei on that the form of the certificate was defective Have 
you any recollection of the case 9 — No 

7623 & 7624 Sn Purshotamdas Thahmdas Another witness has used 
these woids legaidmg this auditor’s certificate “the farcical and nebulous 
nature of the certificate given by the auditois needs to be amplified and 
made more definite as to its meaning and implication”? This was re- 
garding the companies’ auditors’ certificates Of couise you call it rather 
an extreme cnticism? — Yes We suggest that m the case of banks which 
have blanches m various parts of India the statements that are supplied 
to the head office may be audited locally That is being done, I under- 
stand, m the case of some British banks If your Committee think it 
advisable, it may be made explicit that the statements from branches m 
India should be audited by qualified auditors before they are sent to the 
'head office 
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7625 The certificate given m regard to Baiclay’s Bank is only an 
amplification of what you do to-day Theiefoie you have no objection to- 
it? — No 

7626 Chairman Youi Council has recommended that no bank should 
be allowed to hold any real or immovable pioperty except bank pre- 
mises for its own use for mote than a maximum period of years to be 
prescubed by law Is it also the recommendation of youi council that 
this maximum period m India should be the same as m Canada 9 — It may 
bo reduced, that depends upon the local circ um stances 

7627 What would be the views of youi Association, whether it should 
be the same or it should be leduced 9 — As a matter of’ fact we know that 
»n oidmaiy times theie is some sort of fluctuation in the couise of a 
decade oi so m piopeity maikets If it is made 8 years, the bank 
management will have sufficient oppoitumties to disencumber themselves 
of those immovable propel ties which they purchase m the course of 
their business 

7628 In Canada, the noimal penod is 7 yeais and m special cases 
it may be laised to 12 You want the period m India to be fixed at 8? — 
We suggest between 5 to 10 

7629 Some piecise figuie has to be put in The noimal figure should 
be 7, following the figuie taken m Canada, then you would also have 
another maximum of 10 years m India 9 — The fiist figure may be 5 years- 
nnd then extended if necessaiy In all, the total numbei of yeais foi which 
the bank would be entitled to have fixed pioperty over and above its- 
busmess premises would be 7 to 8 years 

7630 A maximum of 7 to 8, and the fiist 5 9 — Yes 

7631 Why do you want lowei figures m India than are adopted in 
Canada 9 — In India we want greatei facilities by banks to be given to 
Indian commeice and Indian tiade If banks aie allowed to lock up 
their funds m immovable propeity for a very long time, it is to the detri- 
ment of the trade and commeice of the country 

7632 What about the industry of the country 9 — That will be manag- 
ed by industrial banks 

7633 There is no industiial bank at the piesent moment 9 Until an 

industrial bank comes into existence, this grant of long term loans, on 
whatever security may be, falls on the existing joint stock banks and, 
that being so, would not the adoption of lower figures than Canada be 
harmful to the mdustnes 9 — I do not think so i 

7634 Mr Khaitan You said that as regaids industries they will be 
taken caie of by industrial banks May I take it that m your opinion, 
so far as industrial banks aie concerned, you would not like to have a 
similar provision 9 — That entirely depends upon the land of industries 

7635 If it depends upon the land of mdustnes, then you cannot have- 
legislation on the point Is that not so? — In industrial concerns long 
period loans have to be made 

7636 Therefore you would not like a similar provision with regard to 
the industrial banks 9 — No, we aie speaking of ordinary banking institu- 
tion^ 

7637 Chairman In your written statement you have said “which 
otherwise would have found their rightful place m financing the tradp, 
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^commerce and industries of the eountiy” Therefoie the answer you 
gave me befoie that you contemplate the financing of industiies to be 
done by somebody else is not wholly m accoi dance with the piecise 
statement you make m the memorandum’ — We lefei to the futuie 

7638 This is also for the future I put it to you that at that stage, 
you were only thinking of mortgages of lands, etc? — Yes 

7639 Not the mortgage of the block of an industrial concern? — No 

7640 Therefore, when we come to the mortgage of the block of an 
mdustnal concern, may not 5 years be too low’ — Not necessarily 

7641 But may ;t not be too low’ I know of cases where a co mm ei - 

cial bank has given an advance to a paiticulai concern piactically 

continuously for even 10 years’ — It may be an exceptional case 

7642 But has this figuie of 5 years which you now give me, which 

is lower than the Canadian figure, been armed at by you or your Asso- 

ciation after taking into caieful consideration the requirements of indus- 
trial concerns’ — Not of industrial concerns 

Mi Lamond I think they are lef erring to property taken over by 
the bank 

7643 Mr Khaitan There may be occasions in which when the bank 
advances money to mdustnal concerns, the industries may have to be 
woiked by or undei the supervision of the bank foi some time Is that 
not so’ — Yes 

7644 Similaily, aie you contemplating the ease of a bank whose 
business would be to advance money to landed propeities At the pie- 
sent time it is said that one of the defects of the banking system in 
India is that finance is not available on the socunty of landed propeities 
from banks Some witnesses have advocated that banks should be 
brought into existence for the purpose of giving advances on landed pro- 
perties Would you apply a piovision of this kind to such banks also? — 
No, we are talking of oidmary commercial banks, not of the land mort- 
gage banks 

7645 I am not talking of agricultural land moitgage banks but of 
urban moitgage banks’ — We have m view the oidmary com m ercial 
business of taking loans, discounting, etc 

7646 Would you not accept foi what I may call urban mortgage 
banks a provision of this kind’ — No 

7647 In youi opinion mixed banking should not be piomoted m India 
In Germany mixed banking is earned on with gieat success and some 
witnesses have advocated that mixed banking should also be earned on 
m India? — Germany is a veiy advanced country 

7648 You have said that this piovision should not apply to industrial 
banks or to urban mortgage banks If some other bank is enteipiismg 
enough to carry on mixed business, i e , commercial business, mdustnal 
business, and also the business of advancing money on the security of 
lands and houses, would you apply this provision to such a bank? — Jt 
is one unit, if it is one limited liability concern or one limited 
habilty bank, the bank stands as a whole It is only one department 
•dealing with industries and m that case we would suggest that a limit 
bo fixed as we have akeady made clear m the memorandum 
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7649 Chairman I should now hire to put to you one general ques- 
tion Will you Irrndly tell the Committee from your intimate knowledge 
and experience of audit of accounts of various institutions whether a bank 
auditoi always gets access to the books he wants, whether he has suffi- 
cient materials befoie him and sufficient time to make a correct valua- 
tion of the assets of a bank and whethei the audit as at piesent cained 
on can be impioved upon and if so m what directions’ — We have not heard 
of cases wheie a bank auditoi has not got access to the books he wants. 
There is no grievance m this legard We have not come aeioss any in- 
stance of an auditoi complaining about insufficient matenals before him 

If it occuis, he has to represent the matter to the dnectors and even to 
Ihe shareholders As regaids the time, the auditor has to find out the 
time for himself because he has undertaken the responsibility to audit the 
accounts 

7650 This refers moie to making a conect valuation of the assets’ — 
The auditor’s duty is not to make a valuation of the assets His duty is 
to verify the assets with legard to the quantum of investments and with 
regard to the valuation as based upon the piescnbed mode of valuation, 
and so on 

7651 But m venfying he must see that the valuation entered is the 
-correct valuation’ — In such cases he has to ask for expert reports or 
expert certificates if he is not satisfied with the ceitificate of the Manage- 
ment as jn the ease of immovable properties 

7652 Is he not hampeied by want of time 0 — Even if he is hampered 
by want of time, he has to find the time , he has to do the work 

7653 If he is a conscientious auditor, he would not certify the balance 
sheet until he has had time to go into these things’ — Yes 

7654 Can the audit as at present earned on be impioved upon and if 
so in what dnections’ — The audit of banks can be impioved upon if it is 
made compulsoiy to get the branch accounts also audited simultaneously 

7655 It is done only m some cases’ — That is at the option of the 
Management A list of investments may be appended and a certificate 
given that the auditois have actually verified 'the investments at the 
close of the business 

7656 Mr Lamond Is it not usually done now’ — It is not sepaiately 
-certified I would diaw your attention to one othei point, i e , to Sec- 
tion 282, of the Indian Companies’ Act That point arose m connection 
with the liquidation of the Alliance Bank of Simla Section 282 pre- 
scribes penalty for officeis of companies foi making any false statement 
The opinion of the counsel was taken who pointed out that rhere was some 
flaw m Section 282 inasmuch as it was only in the case of making 
false statements that a penalty was prescubed There is no penalty 
attached foi omitting Ip make a statement The opinion of the counsel 
was that, according to the wording of the section nothing could be done 
If an auditor omits to make a matenal statement of fact you cannot 
touch him You can only touch him if he makes a positively false 
statement 

7657 Theiefore vou want that piovision to be amended so that the 
■auditor can be brought to book even if he omits to make a statement of 
material fact’ — Yes. 





7658 Mr Mann Subadar You fire awaie that, at present the auditor 
takes on more than one audit, m fact he takes on a large multiplicity of 
audits and m some cases the closing audits of the 5 ear fall at one and 
the same time He does not therefore do the bulk of tiie work himself 
but gets it done by his cleilts? — Bv peisons equally qualified as himself 

7659 The professional sei vices which m the case of a bank would be 
expected from him would be m his individual capacity The audit goes 
to him m his own name Generally all the details aie done by his 
assistants? — B;y his assistants who are qualified 

7660 A suggestion was made to me that the men who have to do 
this woik aie sometimes paid Rs 60 or Rs 70 If I weie a shareholder of 
a bank and if I felt that some matenal portion of the audit was done by 
a little man like that whom the management can get round, what would' 
I feel? — The principal man m the staff has to report to the partner m 
charge of the audit 

7661 And you think it is satisfactory? — Yes 

7662 You would not suggest that any restriction should be put on 
the number of audits a man takes? — An auditor can manage any numbei 
of audits if he has a good, large and efficient staff 

7663 But you know that m the case of a doctoi or lawyer, I would 
not feel the same satisfaction unless the same doctor or the same lawyer 
dealt with me? If he left me in the hands of his assistants, I cannot 
feel safe? — It is a different case in the case of a doctor 

7664 The same thing applies to the case of an architect? — An archi- 
tect has his staff, his clerks , he has his surveyors, draftsmen, etc 

7665 You aie satisfied with the present sj stem with legjard to audi- 
tors? — Yes 

7666 Is the scale of fees adequate or too little or too big? — In some 
cases it is adequate and m some cases it is too low 

7667 It is not too big m any case? — No, it depends upon the question, 
of supply and demand It is a matter of mutual arrangement 

7668 Would you have the same scale if additional duties were put on 
the auditors? — We do not know what the scale is at present 

7669 Is the scale uniform at present m the case of bank audits? — 
It entnely depends upon the kind of woik and the volume of work that 
is done 

7670 Sir Purshota-mdas ThaLurdas I suggest to you that with the 
increasing powers which an auditoi lequires it is up to an Association 
like yours to fix your scale of fees so that it cannot be said that the 
Boaid oveipaid the auditors and bought them ovei m a particulai case*? 
— It is a very good suggestion 

7671 Suppose an auditor asks for Rs 1,500, the Boaid thinks it is 
too much and after a little talk ovei he fixes it at Rs 1 000 Some 
people may think a thousand too much, the auditors may think it is too 
httle Do you not think it is up to you to fix a scale of fees which 
could be accepted by everybody? — In fixing the scale we have to take- 
mto account a vanetv of factors 
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7672 You can take into account everything but I suggest to you that 
unless you fix youi fees, there wfil always be this ehaige that the direc- 
tors either paid you too little or overpaid you 9 — We appreciate your sug- 

, gestion 

7673 If a bank has 50 branches, it will not do for the auditoi to ehaige 
for each blanch Bs 500 Theiefore if you have a fixed scale of fees, 
people will welcome auditoi s and say they are not prohibitive At the 
moment, I do not know wdiethei you can say that Some auditoi s have 
been lather on the high side, some put down too low This is highly un- 
satisfactory and hence all these criticisms regarding auditoi s being bought 
ovei by dnectois Have you any views on this point? — So far as my firm 
is concerned we think w r e aie adequately paid 

7674 We aie not talking of any individual Your firm occupies such 
a lespectable position m Bombay that one could not get you unless he 
adequately paid you We are thinking of the juniors who aie coming up 
and who are the hope of the futuie What about them? May I ask 
wdiethei it will be possible for you to fix a fee on the tumovei of a con- 
cern? — It is not possible It can only be done on the volume of w r ork 
and the time occupied 

7675 It would be difficult to decide the volume of woik? — It can be 

decided aceoidmg to the time , 

7676 Can you tell me whether theie is any scale of fees fixed m any 
eountiy? — In England theie is no fixed scale but chartered accountants 
charge certain fees which are piactieally on the same level 

7677 Chaiteied accountants aie the most expensive auditors m India 
Let us have something cheapei ? — As a mattei of fact, the Institution of 
Anditois is patent to the Biitish Empire and to the English-speaking 
world The auditoi ’s profession is not so advanced outside the Biitish 
Bmpne 

7678 In America, Germany and Japan? — America is an English 
speaking country It is not so advanced m Japan oi other Euiopean 
countries 

7679 Will you kindly let us have vour Council’s views on that point ?-- 
We shall consult oui Council m legard to that and I shall wnte to you 
whether they will be able to help the Committee any further on this 
matter 
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Dr. Nemenyi, of Budapest, Hungary was then examined 


7680 Chairman Will you very kindly tell us jour experience in the 
field of banking? — I am from Budapest, Hungary I have studied law, 
economics, and politics I am a doctor of political science I have been 
connected with Cential European banking and finance for more than 
ten years and have undertaken various journeys m order to study the 
banking systems of Germany, Switzerland, Austna and Gzecko-Slovakia, 
etc I have been an Assistant Director and Manager of the Foreign 
Exchange Department of the Hungarian Commercial Credit Bank and 
a paitner of the banking firm Nemenyi & Co, in Budapest During the 
time of the stabilisation of the Hungarian Currency my services were lent 
by the above mentioned bank to the Government of Hungary to render 
assistance to the organisation of the Central Board, of Foreign Exchanges 
and I was connected with the drafting of the ordinances relating to the 
above Board The Hungarian National (Deserve) Bank was established in 
1924 for taking ovei the management of currency, credit and note issue 
from the Government and m this connection I have gathered a good deal 
of expenence i elating to the oigamsation, establishment and working of 
new Reserve Banks I came out to India m 1927 m order to study Indian 
economic conditions m their relation to Hungarian exports and joined 
Messrs Siemens (India) Ltd in June 1927 I have been a student of 
banking and currency questions since 1912 and have studied Indian 
economic conditions extensively and intensively since 1927 

7681 Chairman You have been kind enough to send us a full and 
clear memorandum on the subject of banking and you have since supple- 
mented it by giving us certain points on which you desire to make a 
detailed oral statement The Committee will listen with great pleasure 
to anything which you may have to say. Now, will you please make your 
statement ? 

The Statement 

Since January last, after completing my statement of evidence which 
I have submitted to your Committee, I have tried to go into a detailed 
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study of the Indian banking problem by reading various Government 
Reports, Reports of Piovmcial Banking Enquiry Committees, books relating 
to details of Indian banking, fuitkei more by travelling m some of the 
provinces and by making peisonal enquiries lelatmg to - every line of the 
economic life These studies have induced me to withdraw some of my 
suggestions descnbed m my statement of evidence as those had been 
influenced chiefly by my previous European experience Now, I venture 
to put forward my modified (ideas resultmg from my observations of Indian 
conditions The following shoit summary will indicate the leading 
principles which are based, however, on the establishment of a proper 
Reseive Bank and let us call it of a Central Banking Board or some such 
institution I fhmly believe that the real development of Indian banking 
cannot take place befoie all the questions have been propeily solved. 
Therefore, I beg to submit first my ideas relating to the working of a 
[Reserve Bank m India 

The [Royal Commission on Indian Cunency and Finance of 1926 and 
the Legislative Assembly, when discussing the two Bills on “The Gold 
Standard and the [Reserve Bank” m August 1927 were unfortunately so 
much interested to discuss details concerning the question whether the bank 
should be a bank of shareholders or a State Bank and who should be the 
directors, that they did not deal with the chief question of what would 
be the lesulfc of its working oi what influence such a bank would bring to 
beai upon the general situation in the country Although the Bill was dis- 
cussed again and again in September 1927 and February 1928 the Assembly 
dealt only with the establishment of the bank and the proposed provisions of 
the chartei, i c , only with the foimal questions relating to the future [Re- 
serve Bank and they have not tiled to explain the consequences of the 
working of a Reserve Bank m India and its influence on the economic con- 
ditions of the country In paiagiaph 102, the Hilton Young Commission 
Repoit has only outlined the woikmg of the futuie Reserve Bank wtbout 
entering mto details “Experience m other countnes shows that with 
the cieation of a Cential Bank and the consequential development of a 
•sound banking system the bill market comes into being in a 
surpiismgly short time ” In South Afnca it did not come 
in so soon and I have had the opportunity of hearing high officials of the 
Finance Department of the Government of India who have expressed their 
doubt whethei such a bill maiket could be created m India If I am 
permitted to go into details, I believe there are possibilities which will 
•create a sound bill market The following point is really my ieply to 
your Committee’s question 9 of Section V The question leads 
“Do you support the suggestion that banks m India do not find a sufficiently 
large number of bills against which they could make advances and that 
this particular instrument of credit of which the banking systems m other 
countries make large use is not available m sufficient quantities in India? 
If so, what are the causes of this and what remedies do you suggest?” 
This will be one of ihe chief points that I will discuss [just now, as to 
how a proper management of the future Reserve Bank can induce the 
Indian market to have a sufficiency of bills, but I must refer in this con- 
nection to the speech delivered by Mr Jamnadas Mehta m the Assembly 
relating to the question of the Reserve Bank I will quote a portion of 
his speech On 30th August 1927 when the original Gold Standard 

3 a 2 
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and Beseive Bank Bill was being discussed m tlie Assembly, Mi Mehta 
said “Theie are two opinions about a Beserve Bank Some think a 
Beseive Bank should be the foundation stone under the shelter of which 
banking will develop m a eountiy, and undei which pioduction will be 
strmulated, tiade will be encouraged and the social life of the people as a 
result of a stabilised cuiiencv will proceed on a more noimal course 
Others on the contrary hold that until a netwoik of banking institutions 
has been developed m a country theie js no necessity whatever for such 
a luxuiy like the Beserve Bank” 

I do not know what Mi J amnadas meant when he said this How a 
Beserve Bank can be called a luxuiy bank passes my comprehension 

As legaids the fiist eftoit at cieating a Beseive Bank, I must say that 
tnat has caused a latliei vicious cucle As I have ]ust stated, I firmly 
believe that the development of banking m India cannot take place before 
a piopeily established Beseive Bank will be woilnng and befoie theie will 
be a banking boaid and the Impcnal Bank question is piopeily solved 

Mi Jamnadas quotes an opinion, the idea is that banking institutions 
must be developed fiist, non that is a vicious circle He says ‘The cunous 
pait of all this is that while this countiv is being given this alleged boon, 
almost all the Bntish Dominions and Colonies lefuse to have a Beseive 
Bank, and even in England theie is nothing like the Beserve Bank that 
is pioposed lieie Theie is no Beseive Bank in Canada, theie is no Beserve 
Bank as such m Austialia I do not know that there is a Beseive Bank 
m New Zealand, and a Cuiiency Commission leeently appointed m Iieland _ 
came to the conclusion that it vas not necessary to have a Beserve Bank 
m the piesent stage of the development of that conutij The only un- 
foitunate eountiy that has so fai got a Beseive Bank is South Africa, 
and ouis is the second country withm the Bntish Commonwealth, as it 
is called, which is being subjected to this experiment ” ‘‘But it 

is said that outside the Bntish Empue theie aie Beserve Banks m Euiopean 
countnes and m the United States and that moie Besseive Banks aie 
being staited ” Well, Sn, all that I can say is that tlieie aie Beserve 
Banks and that those Beseive Banks aie working well In m^ opinion 
if theie weie a similar Beseive Bank in India, India would be much happier 
than it is to-day without a Beseive Bank 

Euithei Mi Jamnadas Mehta says, “I ask the House not to expect 
too much, not to build any hopes of an extiavagant chaiactei on a Beserve 
Bank even if we start one Aftei all it is an mstiument foi doing some- 
thing It is not the thing itself ” 

I think I will have to link up my ideas to this sentence, because this 
coveis exactly my ideas A Beseive Bank is like a motoi cai 01 like a 
polo pony If you have got a Bolls Boyce car but a bad chauffeui to 
■drive it, or if a fuend of yours bought a polo pony foi say Bs 10,000 but 
had a bad jockev to lide it, neither the cai noi the pony could give a 
good account of itself 

The Beseive Bank wall not depend upon tlie'chaiter As Mi Kisch, 
Emancial Secietary to the India Office, has said m his recent book called 
‘‘Central Banking”, the woik of the Beseive Bank is not very much 
connected with the chaitei , it is influenced only by the personality of the 
management 
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i shall now descnbe such a system of management of thefutuie Reserve * 
Bank which will induce the Indian meicantile woild to furnish the market V 
with suitable bills Bust of all I hav e to refei to the technical poition 
As Mr Mehta has also explained, theie is a different kind' of a Beseive 
Bank in England I feel suie, Sir, that the members of this Co mm ittee 
know the woiking and the system of the Bank of England, so I will not 
say a woid about that I must say, howevei, that the Bank of England 
system is entnely diffeient fiom the system of Continental banking which 
is based on the so-called pioportional system The English system is based 
on what is called the fiducial j system, it is descubed as a moie stiff: 
s\stem and is not so dangeious in England wheie the bankmg habit is moie 
developed than elsewheic This is a commonplace which I need not lepeat 
befoie this Committee Piaetieally evpiybody agiees that the Continental 
or the piopoitionate system is one best suited to the conditions m India 
If I lemembei conectly Sn Puishotamdas Thakuidas m his Note of Dissent 
to the Hilton- Young Commission Report also had no ob 3 ection to this 
system Howevei, it is agieed that the piopoitional system is the conect 
system foi India because in India the banking habit 01 the cheque habit 
is not so well developed, theiefoie the stiff sjstem of the Bank of England 
cannot be applied so well to Indian conditions as m England Theiefoie 
it has geneiaity been admitted — and I am of the same opinion myself — 
that the piopoitionate svstem is the conect svstem foi India 

This is what thej have said m the first Beseive Bank Bill befoie the 
Legislature “The Reserve shall consist of gold com, gold bullion, gold 
securities, iupee com and lupee secunties to such aggiegate amount as 
is not less than the total of the liabilities of the T ssue Department as 
heiemaftei defined Of the total amount of the Reserve, not less than 2/5 
shall consist of gold com, gold bullion 01 gold secunties 

I beg to point out that this is faiily important m connection with the 
mieation of the bill market 

Again the Bill says, that the remaining 3/5ths “shall be held m iupee 
com, Government of India iupee secunties of any matunty and such bills 
of exchange and piomissoi} notes drawn and payable m British India as 
aie eligible foi pui chase by the Bank under sub-clause (a) or sub-clause 
(b) of clause (2) of section 17 oi undei section 18’’ 

Eiom this it appeals that Sir Basil Blackett’s Bill is based absolutely 
on the system which is adopted moie oi less m every countiy on the 
Continent, this system has been working foi 60 oi 70 yeais Of course 
the proportion of bills which might be discounted is not fixed That 
means to say that out of 100 pei cent , 40 pei cent must be gold , usually 
m Euiope it is 25 pei cent , but the Indian proposition of 40 per cent rs 
haghei But I think it well be a safe peicentage foi India 

I hope the Committee would not mind if I go into details It has been 
veiy much doubted if a bdl maiket can be created m India and m giving 
opinion on a complicated question such as this, I have to go into the 
pioper, legal, technical foundation, showing wkat bills aie meant 

‘The puichase, sale and le-discount of bills of exchange and pio- 
missoij'' notes, diawn and payable m India and arising out of 
bona fide commercial oi trade transactions, beaimg two or 
moie good signatures, one of which shall be that of a scheduled 
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bank, and maturing within 90 days fiom the date of such 
puichase 01 re-discount, exclusive of days of grace.” 

These aie eminently impoitant points in connection with bona fide com- 
meicial tiansaetions Eminently impoitant is also the question of two 
signatuies, to which I do not agiee India is not yet advanced to a dmi t 
the Reseive Bank accept bills bearing only two signatuies, thiee should 
be required I vail not tue the Committee by reading paia 3 which refers 
only to such bills as are diawn oi issued for the purpose of financing 
seasonal agiicultuial operations or the marketing of crops, etc That means 
commeicial bills will be 90 days’ bills and agiicultuial bills six months’ 
bills This has also been adopted m Hungary, which is also an eminently 
agricultural countiy Eor agiiculture it is quite useless to give three 
months’ eiedit It would not help the iyot at all Then they speak m 
paiagiaph 18 of the power of dnect discount — 

“When m the opimon of the Boaid, at is necessaiv oi expedient 
that action should be taken undei this section m the interest 
of Indian trade oi commerce, oi foi the purpose of enabling 
the bank to peiform its functions undei this Act, the bank 
may, notwithstanding any limitation contained m sub- 
clauses (a) and (b) of clause (2) of section 17, purchase, sell 
or discount any bills of exchange oi promissory notes diawn 
and payable m India and arising out of bona fide commercial 
oi trade transactions, bearing two or moie good signatures 
and matunng within ninety days from the date of such, 
puichase oi discount, exclusive of days of grace ” 

If I lemembei coneetly, this is what you call the open market operations. 
I do not think it would woik m practice I believe I have to explain about 
bills Latei on I will have to cuticise two points, m connection with the 
bona fide tiansaetion and the two signatures Now' we come to the 
practical question lelatmg to the pioblem whether m India it would be 
possible foi banks to find such bills Aitei studying all these problems, 
after discussing this question with vanous bank managers, both Indian and 
Bntish, aftei discussing it with the Contiollei of Currency and other high 
officials of the Finance Department of the Government of India, I decided' 
to go and make my own enquiries Aitei all, if I am honouied by your 
Committee to expiess my views on this subject, I beheve it is also my duty 
not to repeat such words as I have lead in books, but speak about my 
personal informations I have asked a lot of mei chants all over the pro- 
vinces, all kinds of dealers, importers, etc' To make the mattei simple, 
I shall repeat a talk which I had with a most eminent electrical dealer 
m Calcutta The firm’s name is Messrs Deva Dutta Sarogbi and the 
partner with whom I had the talk is Mi Bala Bux I asked him whether 
he believed that if a Beserve bank were cieated m India, he would be in 
a position to discount Ins bills with banks to a laigei extent than heretofore, 
and whethei as a dealei selling goods constantly up-countiy to various 
good, old and established dealeis, he would be m a position to supply the 
bank with such bills on the surety of which a new source of credit would 
be opened He replied that theie wxmld be no such bills He is a Marwan 
dealer, absolutely self-educated and he came to Calcutta from Rajputana 
some yeais ago and did not even know how to write or read I explained 
to him all the details in a popular way, about the working of the Beserve 
Bank m connection with discounting and re-discounting bills In this con- 
nection I shall refer to a part of my memorandum which perhaps was not 
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clear. Some of the exporters (I refer to our firm Messrs Siemens, India, 
Limited) have all kinds of goods for sale m stock. If a big electrical firm 
have, m stock say, 6 or 7 lakhs worth of goods and sell Es 20,000 or 
Es 30,000 worth to an Indian firm like Deva Dutta Saroghi without, let 
us say, any further documents, then we receive the signed chalan from the 
merchant and we issue an invoice When they sell it on a credit basis, let 
us say, for 60 or 90 days, they issue an invoice only The 60 or 90 days 
credit is only based on the signed chalan and nothing else and the signed 
chalan is only a bit of paper ordinarily signed by coolies If now a collect- 
. mg sn’kar of a firm comes and asks for the money on the due date^ he is 
usually kicked out Take for instance a lady going shopping If she is told 
that she would be given Es 300 credit, but would have to sign first a draft 
and that this draft would be presented to her by the Imperial Bank of India, 
then she would be a bit afraid when the Imperial Bank would come after 
60 days and ask for payment Therefoie I have clearly to explain that, 
we give credit to dealeis, but they have to accept a draft for 60 or 90 days 
through the Imperial Bank This has nothing to do with discounting but 
such bills have already come into existence on this basis The dealers did 
not like to sign these drafts in the beginning but we had to force them to do 
so and to tell them that we would give them credit even for Es 60,000 I 
told Mr Bala Bux that it would be good for him to do so I asked him, 
“If you go to the up-country dealei, do you think he will accept a draft ” 
He said “I will try ” After two months Mr Bala Bux came to me with a 
big bunch of diafts leady to be re-discounted, being bona fide first class com- 
mercial bills having two signatures, say one m Calcutta and the other in 
Cawnpoie, which would be consideied good by any bank I hope I have been 
able to explain the difficulty whether bills will be forthcoming or not You 
may have a magnificent charter and a most beautiful building with beautiful 
architecture and a Managing Governor who might be the greatest authority 
carrying a salary of even Es 15,000 He might even be the Eight Hon’ble 
Montagu Norman What I say is, it does not depend on the Managing 
Governoi For the success of these banking institutions much depends 
on the lank and file Working of such institutions does not depend on the 
superior hurra salubs, but it really depends on, if I may call it, the non- 
commissioned soldiers I should be able to furnish plainly written books 
to enable even the ordinary merchant to understand the benefits of draw- 
ing bills I am sure then these bills will be forthcoming m laige number, 
but this is really a question of educating the public and so on It is really 
a leading question how bills can be created m India It is, I beheve an 
entirely new point not described m books This is a point which relates to 
the question of economic policy It is really a question which depends on 
personality or personal influence, but it really is a question of motor drivers 
and the cleaners and not the question of the buna salubs who ride "them! 
Another most important part is the question of the bank rate that I was 
told up-country by practically all the British bank managers that, “we are 
getting cheaper money in London, why should we go to the bank to discount 
bills when we get it cheaper from the discount market?” Similarlv other 
Butch and Japanese banks say, “we do not much bother about an Indian 
Eeserve Bank ” If the management of the Eeserve Bank will be in proper 
hands even the proud American banker will give bills to be discounted to 
the Indian Eeserve Bank for the following reasons — Take the present bank 
, rate of the Imperial Bank which we might call the rate at which the bank 
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advances on gilt-edged securities What I want to convey i s that this 
system of having varied advance lates is not very good as the system does 
not help the economic life of the country m any way Therefore, my view 
is that the introduction of discounting of bills will be much better, 
although it might even take peihaps another ID years before 

we can have a piopei discount market m India even if we 
woik on the basis of piopei education and personal work Then the 
Beseive Bank, as all the woild ovei, will be able to discount bills at a 
lowei late than the rate for advances on Government securities I find 
fiorn the Conti ollei of Currency’s report for 1928-29 that m February the 4 
bank rate was 7 per cent which was virtually the advance late while the 
Imperial Bank hundi rate was 74 per cent Now, what I say is if this 
were to happen in the case of the Beserve Bank, no bills would be coming 
m My whole point is therefore this that there must be a difference 
between the discount late and the advance late and that the lattei should 
always be slightly higher than the formei Only if theie is a fairly good 
difference m favour of the foimei, do I think that the present position will 
gradually change and the people will get round to the habit of drawing bills 
and thus with the re-discountmg facilities funds could be easily drawn 
If a bank manager can say, “I can get my money at 2 per cent but I 
will charge 7 per cent to my chcnts, efforts will be made to persuade all 
merchants and dealeis to furnish the banks with bills and then when the 
bills come m, the discount rate will be raised gr adu ally to a level according 
to the busy oi slack season oi m accordance with the geneial money rates 
all ovei the world The Beserve Bank has to co-opeiate m a way always, 
with the general polic\ of the leading Beseivo Banks 
I believe this portion is fairly clear 

Chan man If we have any questions to ask, we will leseive them till 
tomonow 

Witness I have to touch a most important question m connection with 
these bills This lelates to Mr Nichols’ evidence befoie the Hilton- Young 
Commission Mi Nichols was the late managei of the National Bank 
ot India and he had a good deal of piactical experience m connection with 
Indian banking This is wdiat he sard 

Q “ Sir Henry Stiakosch But if it had the right of note issue, and 
if one of the conditions of note issue was that apait from a 
certain percentage of gold it could put into its issue depart- 
ment local bills, would not that strengthen it? 

A What soit of bills? It is veiy difficult m India to discriminate 
between Dills which actually represent tiansactions m pioduce 
or commodities, and bills which aie simply accommodation 
bills ” 

Q “But so it is m every olhei country? 

A Not to the same extent id Ind-a — much moie difficult m India 
Now r this is of utmost impoitance If \ou have local boards everv- 
w here m all the important centres like Cawnpore, Bombay, etc , theie 
wall ahvays be huge discussion as to whether a particular bill is bona tide 
(Such boards m Hungary consist mostly of eldeilj merchants of long 
standing ) , 

As lcgaids Mr Nichols’ second answer to Sn Heniy Strackosh above, 
this exactly represents my own opinion based on my 10 gears’ experience 
m Hungary You know very well that merchants all ovei the woild, m 
England, m Amenca, on the Continent, in fact everywhere and always ' 
try to manufacture bogus bills, and India cannot be an exception to the 
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general piactice It is awfully difficult to detect this, it will be difficult 
m India too Let us assume that it will be just as difficult m India to 
find out whethei a paiticulai bill is really a bona fide bill as elsewhere 

Then we come to the question of tiro signatures, as stated m Su Basil 
Blackett's memorandum submitted to this Committee He calls it the 
introduction of acceptance credit into the Indian money maiket I am 
sorry I have to contradict Sir Basil Blackett who is such a gieat authonty, 
I am only a young man, but I hope I may be excused for expressing an 
opinion on Ins memorandum 

May I say that Sir Basil Blackett’s experience is based on the very 
efficient and highly developed London money market which is the most 
advanced money market m the world He has got his experience m 
London wheieas I who venture to cnticise Ins statement come from 
Eastern Euiope Allow me to put this as my excuse, 
namely, that I am coming from a much simpler country 
where the conditions arc as simple as those m anv Asiatic country Let 
me tell j r ou that the ruial conditions m Hungaiy aie almost identical with 
those m India In Germany again the credit system is a much moie 
advanced si stem, while in all the Eastern European countr'cs conditions aie 
very much similar to those m India in many ways 

I have ventured to state m my memorandum that I am opposed to the 
question of acceptance credit m connection with the piesent banking pro- 
blem m India, because fust of all we should go step by step and also 
because it will lie a very haul voile, a work which will take about 10 years 
to establish a pioper discount maiket m India If we take the historical 
point of view all over the world, we find that fiist of all the discounting 
and lediscounting of commercial bills has been developed, because to the 
human mind it is so natural As a mei chant I sell rnv cotton goods to 
another merchant or a Bornbav millowner sells Ins products to up-country 
dealers I mean it is so simple and so natural that this mrllownei will 
ask, say, a meichant m Muzzafuipur to accept a diaft and if the 
millowner wants to ask Ins bank to discount it, the bank will w r ant the 
merchant’s signature then tlieie will be the signature of the Bombay 
mill Then, say, the Cential Bank of India will later on rediscount the 
bill with the Reset ve Bank, thus it would be rediscounted wutk three 
signatures Su, Basil Blackett savs that the bill could beai only 
two signatures I am afraid that I hare to piopose that in the next 
Reserve Bank Bill, three signatures should be required, for the first ten 
yeais at least I do not think that Indian economic conditions aie so 
strong that w'e could try such a dangeious ciedit as acceptance credit is 
It is at piesent the most developed and highest form of financing mdustiy, 
trade and so on Even the Bntish credit si stem was misused m Europe 
aftei the ivar 

Tins, I believe, makes my statement cleai Acceptance credit should 
not hare been mentioned in connection ivitli the Reserve Bank I had 
such difficulties even to explain about discounting to the dcaleis ivho 
me simple men At the same time, the introduction of discounting bills 
and acceptance credit would lead to a disastrous muddle Sir Basil 
Blackett was heie onlv for a few years and he was not m touch wrth the 
simple and plain men, I mean the dealcis, and his ideas aie based on the 
London monei maiket I think my explanation is based on reasonable 
facts J believe that m the beginning tlnce signatures would he requited 
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We may now turn to anothei part of the question which relates to re- 
discounting The banks have all these bills m their portfolio The import- 
ant question to be considered m this connection is whether banks will nob' 
be shy at the beginning to go to the Reserve bank m oidei to discount the 
bills In this connection, I might quote the evidence given by Mr Bowie, 
General Managei and Duector of the Allahabad Bank, Limited, before the 
Hilton- Young Commission Sn Alexander Murray whom we know os a 
practical man and whose questions therefore 1 elate to such a practical point, 
asked 

“I do not quite understand the leasons vou give foi your reluctance 
m approaching the Impenal Bank in the event of youi re- 
quiring assistance Poitunatelv you never requned to 
approach the Impenal Bank for assistance, I take it?” 

Mr Bowie’s reply was 

“I would not say 'fortunately* It was part of our policy not to do 
so ” 

Sn Alexander Munav then asked 

“As far as I know, it is the practice for banks generally m India to 
come to the Impenal Bank, and the advances given by the 
Imperial Bank to banks generally at times have reached about 
10 crores of lupees Why do you act differently from the 
othei big banks m India m that lespeet?” 

Mr Bowie’s reply was 

“Simply foi the leason that m 1913 we got a lesson when a lumour 
to oui disci edit was about that we had asked foi assistance 
fiom the Impenal Bank ” 

I think this is quite cleai If the manager of a bank which is affiliated 
to the P & 0 bank and as such is m the large Inchcape gioup, feels so 
fnghteneed to approach a bank for simple le-discounlmg facilities, I must 
emphasize that Indian joint stock banks which aie in their infancy and 
which have to struggle so hard for their life,^would be much more -dry to 
approach a bank m the beginning Therefore, I beg to point out that this 
has a most important connection with the subject we are discussing 

7682 Chairman I would like to ask you one question at this stage 
You talk of three signatures The three signatures wouldxmly be required 
at the le-discountmg stage? — Naturally 

7683 You gave an instance Muzaffarpur buys fiom the millowner That 
is the first signature, the second signatuie is when the bill goes fiom theie 
to the Central Bank of India (and not the Reserve Bank) At that stage 
only two signatures are required and therefore only at the stage of re-dis- 
countmg would three signatures be required? — Actually re-discounnng can- 
not take place without three signatures, but acceptance credit m the case 
of the open market operations comes in with 2 signatures As I have ex- 
plained, it is absolutely not necessaiv to distuib the Indian market m the 
begmnmg of this acceptance business I would not have mentioned 
it for India Let us go giadually m a conservative and reasonable way, 
and develop Indian banking The coming m of the acceptance credit would 
be very dangeious I am veiy som I have again to criticise the Hilton 
Young Report When I travelled m the provinces I interviewed several 
bank managei s and I came to the conclusion which is also very strongly m 
favour of Mr Bowie’s point as tendered in his evidence before the Hilton 
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Young Commission If they try to re-discount bills, then everybody will 
say that the Bank is falling We know of the unfortunate luns which 
the Cential Bank of India had to expenenee Such being the case how 
can Mr Pochkhanawala go to the Reserve Bank again and allow the 
behef to be spread that the bank is going into bankruptcy, which has how- 
ever not been the case I must say that there is a misunderstanding pre- 
vailing regarding this re-discounting I felt all thiough my enquiries that 
rediscounting is understood m India m such a way that banks instead of 
keeping their liquid assets in gilt-edged securities, would keep the re- 
discounted bills If the bank is m a weak position, then it can approach 
the Beseive Bank and ask foi assistance, as the Hilton Young Com- 
mission puts it, “in times of stress ” Foi many years I had the oppor- 
tunity to see the woikmg of continental reseive banks and I 
had the oppoitumty to discuss these questions with several bank 
manageis m Europe Therefore, I am not afraid to criticise this para- 
graph 83 of the Hilton Young Committee’s Report After giving all pos- 
sible explanations about the future Reseive Bank foi India they say in 
paragraph 83 “Not until then does the commercial banks’ most legiti- 
mate asset, viz , a short teim advance against goods m the foim of a com- 
mercial bill, become a quick asset capable of prompt lealisation m times 
of stiess The system, m fact enables the commercial banks to regard 
then holdings of commercial bills as their secondary reserves ” My sub- 
mission is that this statement is entirely wrong and I shall be very glad 
to put my opinion before the foreign experts that might come m shortly 
to ]om your Committee I am opposmg this pomt This statement is 
absolutely wiong because the le-discountmg of bills is going on m the ordi- 
nary couise of daily business When I was asked by one of the leading 
Indian politicians m January last about the system of industrial banking m 
Euiope, I told him, if you come with me to Europe I shall not be able to 
show you any industrial bank at all If you go to Berhn, people will say 
they have no industrial banks of that type but they are of a mixed type 
If I go to a club with you, you will find two oi three old gentlemen sitting 
m a comer and discussing the question of mdustnal finance and how 
to raise new capital and so on” Well m the same way* the future Man- 
aging Governoi wall have to explain the way of discounting bills privately 
to the bank managers, whether Indian or European Mr Bowie 
was also frightened to go to the Imperial Bank foi advance One cannot 
write letters on that pomt This is after all a matter which has to be 
dealt with privately in after dinner paities This is after all a question 
of education and personal influence Whether this new Reseive Bank vill 
be working properly or not will be m a very httle way connected with the 
charter Whether a State bank or not it will depend on a powerful person- 
ality alone State bank’s director can be anybody If you will have the 
best charter and not the right soit of man to guide the bank, then it will 
prove to be the same failure as it happened in South Africa This South 
African question has often been quoted by Mr Jamnadas Mehta in his 
Assembly speech and he has often said that we would not care to be like 
South Africa m this matter Therefore, I beg to be allowed to quote a 
few lines from the famous book edited by Parker Willis and Beekhart on 
“Foreign Banking Systems”, which is almost always considered to be an 
authority m these matteis Speaking about the credit system he says 
“It must be emphasized that for historical leasons a laige piopoition of 
the internal trade of South Africa is unfortunately an open account, though 
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ilie practice is umveisally condemned Man}?- large firms, especially m 
Natal, will neitlrei give nor accept bills, and one laige Cape Town mer- 
chant stated m 1920 that m his own business the proportion of bills to 
outstandings was only 5 8 per cent The evils of the svstem of ipen trade 
credit aie appaient and since its inception the South African Beseive Bank 
has endeavouicd to get business more on a bill basis, but with limited 
success It was because of this system, and the consequent lack of suit- 
able high giade commercial paper foi iedi s countmg, that m 1923 the 
Beseive Bank, by the Cunency Amendment Act, was given powei to 
utilize short-date Tieasuiy Bills, both of the Union and of the Impenal 
Uovemment” The fact was that the Beserve Bank m South Afnci did 
not succeed to discount bills oi to issue notes on that basis 

If a man who undeistand s the management of a Beseive Bank would 
have gone to South Africa, he tvould find that there can be bills cieated 
just as elsewhere It is a question of management, it is not a question 
cf the chaitei The Beserve Bank has to be so managed that a failure will 
not happen in India 

7681 Chan man I do not wish to mtenupt you, but I would like you 
to consideL udrether we should not lead what is stated m paiagiaph 83 of 
the Cunency Commission’s Beport m conjunction wath wdrat they have 
stated in paragraph 116 Peihaps you can give us y aui views about it 
tomonow — I must sar that this is not a perfect defence of the Hilton 
Young Commission s Beport, because if you take paragraph 83, you find 
that the last sentence is so stiong while the othci is so mixed up with 
\anous othei points ' 

Q Of couise it is onh a question of inteipicting the w r oid “stiess” 
Thev lmifiit hare refened to the fluctuating demands foi cunency m the 
difieient seasons They might not have lefened to the piecise stage when 
a bank is actualh failing 

A This portion of the Hilton Young Commssion’s repoit has mduc'ed 
mam bank managers to believe that it is meant only as an emergency case 
It is the prevailing opinion m the Indian banking w oild that this kind of re- 
discounting is a 'kind of emergency case I have found this all over the 
country I am sure I can prove this m camera, I could give you names and 
names 

7685 Chanman Are you now 7 going on to voui second Section 9 Hav e 
vou finished your section on the Beseive Bank 9 — I will finish it shortly 7 I 
was going to lefer to the automatic expansion and contraction of cunency. 
We have this artificial system of automatic expansion m Hungary and 
m contact with this system the discounting srstem on the piopoifronal 
basis which leallv pi o\ ides an automate expansion because m the busy 
season lots of bills come m and natuially the cunency will expand I believe 
this has nothing to do with the pioblem of the exchange late at 1/4 oi a f 
1/6, because I do not think that it is inflation, this is onlv a reasonable 
issue of bank notes based on leal business, goods, transactions, etc I 
am suie that the futuie development of Indian economic life wall depend 
largelv on the good effects which the discounting of bills wall have on tiade, 
and on the expansion of everv aspect of the economic life 

I do not think I should discuss the theoretical question whether 
wealth can be cieated through ciedit Those who are interested 
ai this theoretical and economic question could privatelv discuss it 
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with me from any point of view Now theie is the question whether wealth 
can be cieated by credit My opinion is it can be I believe that wealth 
can be cieated by ciedit on a sound basis and I also believe that wealth 
can also be cieated bv foieign credits This is opposed by many Indian 
gentlemen foi different reasons After the War, countnes in Europe have 
built then new' economic life only on the basis of foieign ciedit, because 
after all if you get ciedit at 5 pei cent , you have to pay the 5 per cent and 
lepay the capital If you make 15 per cent piofit, new wealth could be 
created bj this ciedit 

Another advantage is that it will put Indian joint stock banks on a 
stionger footing as they wall have new money resources as the foieign banks 
have from the Dutch countnes, fiom Amenca oi fiom Japan This bank- 
will of couise help the joint stock banks in connection with the pioper 
development of a Cential Banking Boaid m case of emeigency and ihe 
Indian joint stock banks will cease to be isolated units w'hich point, I 
think, i s emphasized m my memorandum They wall be linked up pro- 
perty under the leadership of the Deserve Bank 

The next advantage 3s the automatic expansion and contraction of 
cunency, regulation of credit and maintenance of stability of the exchange 
These w'ould be m one hand, viz , in the hand of the Beseue Bank what- 
ever the Government maj be Tireie is no diffeience from this point of 
view between the piesent Government and, let us sa> the Dominion 
status Government oi Swaiaj Government It w'ould not constantly be 
accused of wuong monetary policy In Euiopean countnes the position 
was that so long as Governments were dealing wath cunency questions, 
they were being attacked bv everybody and accused of their policy being 
wrong Aftei the subject w r as taken ovei bv the Beseive Banks theie have 
been no criticisms 

The next advantage is that the entile economic life yvould be better 
balanced and settled This is a psychological factor, but it is verv mi- , 
poitant The economic life of a eountij cannot leally flounsh if people 
are constantly excited for certain leasons I do not want to touch politics, 
but living m this countiy, I hope that the political questions wall be settled 
m such a w r ay that the economic conditions of the people will be developed 

I sum up the chief questions connected with the Beseive Bank The 
sole light of note issue will be m the hands of the Beseive Bank, the contiol 
of the late of exchange, the handling of Government balances and Gov- 
ernment debt, that is to say the administration of Government deot The 
Government loans wall be managed by the Finance Membei oi Finance 
Minister Then the Beseive Bank wall deal with Government remittances. 
It will be a banker’s bank m the proper sense It is natuially understood 
that such a Be serve Bank cannot be a bank dealing wath clients and it 
cannot compete with joint stock banks It wall, of couise, have supieme 
control of credit but I think it wall always be necessaiy to co-operate with 
the Central Banking Board I feel sure, whether it is a State or a share- 
holders’ type of bank and whatever the Directorate may be aecoidmg to the 
decision of this country, that the wmrkmg of the bank wall not depend on 
chaiteis, oi on directors it will depend solely on the personality and skill 
of the management 1 

7686 Mi Manu Subedai When we weie discussing bills which the 
Beserve Bank would be authorised to re-discount, it was stated that Gov- 
ernment bills, amongst other things, shall be diawn and made payable m 
Bntish India You mentioned that if a proper re-discount market were 
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<cieated m India, even British bankers 01 people fiom other centies might 
-take advantage of the Indian market Would these bills eome m foi re- 
discount ?— No, that is impossible Foieign banks do some sort of com- 
mercial business too 

7687 There would be no direct link with foreign bills? — No, foreign bills 

can appear m the poitfoho of a Reserve Bank only as a part of their 
currency reseive ? 

7688 If they desne as a mattei of policy to have balances at any other 
centre foi some international puipose? — Not only foi international puiposes 
but they may desne to have it on other safeguards The Hungarian Re- 
serve Bank is obliged to have much money m the Bank of England 

7689 Then they would be able to buy on London? — I would not call 
that discounting, they would include it m the gold cunency reseive It 
has absolutely nothing to do with the bank late and nothing v.\th the 
internal trade of India 

7690 We had befoie us vanous enticisms of the existing system m 
India and one of the enticisms was that laige banks give cash ciedit to 
laige firms, and it is on these cash ci edits with exchange banks as* well as 
with the Imperial Bank that laige meichants diaw their funds, purchase 
produce, the produce is moved and paid foi by funds which thev draw 
ag ain st, the cash credit previously ananged Let us lefei to jute in Bengal 
If a jute merchant goes to the exchange bank or Imperial bank and he is 
a first class paity, they would give him a cash ciedit foi 10 lakhs of rupees 
and he would draw on this cash credit cheques as he likes ? — Yes 

7691 Therefore no hundis emanate m connection with those purchases ? 
—No 

7692 We have been told that the hundi system has to some extent 
been affected by the cash credit system which has come into vogue and 
which tends to place larger reseives m the hands of larger merchants and 
cripple the smallei merchants What would you say to this? — I have for- 
gotten to speak about emergency cunency and about lediscounting of 
hundis based on Act XXVI of 3923, accoidmg to winch the total quantity of 
the emergency cunency has been mcieased fiom 5 to 12 cioies This 
portion of the activity of the Impenal Bank w r hick is based on this emer- 
gency currency is quite favourable It helps to create hundis, but the 
cash credit system of the banks is very unfortunate The piesent position 
is not so veiy important, but we have to look to the futuie when a Reserve 
Bank comes into existence and it is expected that bills would come in 

7698 Chairman I think you already lefened to it by saying that in 
South Africa it is the open account system which is standing m the way of 
“the development of the bill system? — That is correct 

7694 Therefoie the cash credit system corresponds to the open account 
system? — -Yes In South Africa they did not induce the dealeis io change 
“their mind At present under the Act which I have quoted there is tins 
emergency cunency m India which is actually the system under which 
bank notes or Government currency notes aie issued on the secumv of 
hundis, at present of course the emergency cunency is only given jf the 
bank rate of the Imperial Bank is above 6 per cent 

7695 Mr Manu Subedar This is an emeigency provision As a 
result of the misunderstanding prevailing in the country people say that 
“the emergency currency can only be given if the bank late is at G per 
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cent 9 — Aceoidmg to the Indian Paper Cuiiency Act of 1923 the Govemor- 
Geneial m Council may authorise the Controller of Cuirency to issue currency 
notes m all not exceeding 5 ciores against bills of exchange and later 
on by an Amendment Act this amount was laised to 12 croies of rupees 
therefore there is a misunderstanding I can also point out how all this 
misundei standing arose Sir Arthur McWatters’ evidence be torn the 
Hilton Young Commission does not mention that the piesent rate of 6 per 
cent can be changed by the Govemoi General m Council at any given 
■moment 

7696 Would you then let me know whethei you think when the 
Beserve Bank is established and when efforts aie made to induce larger use 
of internal bills, the cash credit system would still continue to militate 
against it or do you think it will automatically adjust itself? — If there is 
a strong managing governor oi govemois, then it will be adjusted satis- 
factorily 

7697 In connection with the method which you use to create bills with 
-regard to the electrical tiade and the counter-case which you gave about 
Bombay in connection with the mills, the difficulty generally is that the 
wholesale merchant would not let his manufacturer know wheie he cells his 
goods In Bombay cloth is sold through wholesale merchants and the 
wholesale merchants would never disclose to the mill to whom ihey are 
selling their goods He would not mind drawing a bill and going to a 
bankei as in your case where Bala Bux biought the bills to you Piobably 
he had confidence m you but in practice it would be very difficult 0 — Yes; 
dealers are frightened that their clients would be known by the 'manu- 
facturer or by the first importer Aftei all this goes back to a geneial 
question Well, I should say there are no secrets in hfe After all I can 
"know easily who the hardware or piece-goods merchants m Cawnpoie or 
in Delhi are If theie is a skilful manager, he can say “I will know your 
-secrets to-morrow” It is a question of personal impression, nothing else 

7698 You do not think it is an insurmountable difficulty? — No 

7699 Dr Hyder You said it was a normal feature piactised among 
'banks to take commercial papei for discounting with the Central Banks 
in Europe? — It is practically done in every bank and according to my 
personal experience often twice a day or even more 

7700 Will you explain to the Committee something about the rates 
at which this paper is discounted? Is it the discount rate or the bank 
rate ? — -If you speak of the discounting business alone and you do not touch 
the private discount market, then I can safely say that the discount rate 
of the Beserve Banks m Euiope has always been at the lowest If you 
speak of the acceptance credit, I say it is a very complicated question In 
the open market fust class acceptances are always sold and bought at a 
rate which is always under the Bank of England rate 

7701 Mr Khaitan In criticising the Beserve Bank Bill you said that 
you did not agiee with that portion of the Bill which laid down that a bill m 
order to be discounted by the Beserve Bank should bear at least two signa- 
tures You gave some instances of transactions to show that there must 
be at least three signatures ?— I say there should be three signatures 

7702 Chairman There is a provision m the Statute It will not ex- 
clude bills which have got more than two signatures ? — Eor that matter it 
can have fite signatures 
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7703 You say theie should be at least three signatures 9. — Yes 

7704 By which, I understand you to mean that the Bill should proude 
that there should be at least three signatures Is that what you said ■> JDo 
you want that the bill should hseit piovide that befoie it could be ie- 
discounted by the leseive bank there should be at least thiee signatuxesi — 
Yes, and I would propose tins when the Beseive Bank Bill would come up 
agam 1 a ould not stait with acceptance ciedit m India and it is therefore 
that I give as a minimum thiee signntuies Acceptance ciedit will he im- 
possible m the beginning I also say that I would include a clause oi sub- 
clause that lor the beginning at anv late we should have m India three 
signatures and it the Banking Boatd would purpose to Government that 
the time had come that acceptance credit could be mtioduced m India, 
this might be changed 1 itoi on ny the Assembly 

7705 Mi Khaiian I would give yon some instances m which peiliaps 
you may think that two signatures can be sufficient Suppose theie is a 
big him of jute clealeis which has got air ofl.ee m Calcutta and also another 
office at Narayangun] Let iw take the biggest film avail ibic m Calcutta 
r Ihc Impend Bank has also got an ofhee at Calcutta and at Nanny ang mi 
The him buys jute at Naiayangunj and dmws tluee months bills on rts 
Calcutta ofhee, discounts it wuth the Naiavangunj blanch and those goods 
aie intended foi expoit Now, the Impenal Bank and the fnm ha\e both 
got then offices at both these places The bill Ins onh tw*o s gnatmes and is 
of thiee months usance Would you exclude a bill of that cliaiactei fiom 
being lediscounted by the Impenal Bank’ — Tins is leally a case of aecom- 
modat on 

7706 Not necessanlv It as discounted bi, the Impenal Bank When 
it goes to the Imperial Bank discounting it lias two signatures — one oi 
the company and the other of the bank' 1 — This rs only r tv isted form of 
acceptance credrt 

7707 It rs not acceptance credit for this reason It would be acceptance 
credit if the bank had accepted hist and secondly rt would be acceptance 
credit if the Impenal Bank m the beginning was unable oi unwilling to 
advance from its own funds and wanted tile bill to be lediscounted with 
the Beseive Bank oi any othei bank Then it would be acceptance ciedit? 

■ — If I w’ere the managing governoi of the Impenal Bank and if ton ap- 
proached me I would not accept that I would certainly be against it, 
though a number of people w'ould say it was correct That is why I want 
to have thiee signatuies and I w r ould adheie to that wlienevei any case 
for the Beseive Bank came up 

7708 Supposing theie is a mill m Bombay •which has got a shop in 
Muzzafarpore for the sale of goods and goods will be sold m the eouise 
of one or tw r o months The mill draws a bill on its Muzaffaipoie shop, 
would you exclude that kind of bill if it has two signatures of the same 
firm’ — 1 would not risk it considering that theie have been failures of 
Beseive Banks Exactly the same thing happened m South Afnca Even 
in Poland the Beserve Bank broke down tv ice although it v r as established 
undei the auspices of the League of Nations My humble opinion is that 
India’s economic life can only be developed on very conservative business 
lines m the beginning Increasing facilities can be given after the Beserve 
Bank has been in existence for 10 or 15 yeais wfhen things begin to go 
well Then the acceptance credit will also be introduced and two signa- 
tures will he quite enough. 
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7709 You said in answer to Mr Manu Subedar that cash credits 
account to a certain extent does stand m the way of the development of 
the bill imarket 9 — Yes, to a certain extent it does 

7710 How would you substitute the cash credit account by bills 9 ' — 

1 cannot give exact hguies about the internal trade of India but the 
internal trade of India is so enormous in comparison with this note jssue 
which will be done alter the discounting and if after a few years the dis- 
counting business will work properly then all transactions of internal tiade 
will furnish the banks and the Reserve Bank with such an amount of bills 
m about 5 or 10 years that theie will always be so much business that 
they will be able to discount only the very best of them 

*7711 Mr Khaitan In the first period of development of the bill market, 
would you not look towards moie a natuial evolution of things than towards 
a kind of revolution 9 About South Africa you said that business was done 
more upon a clean credit basis than upon a bill basis That is also our 
d’fB.culty m India The wholesale agent oi the commission agent in Cal- 
cutta, for example, sends goods out to his customer m the mofussil on an 
open account basis He does not draw a hundi and naturally therefore, there 
is no hundi wdnch that customei would accept Do you not t lnnl r that 
before that kind of bill is brought into existence many more years tray 
have to elapse than would be taken m making it understood by the bank 
and his customer and bringing into existence bills wdnch could more easily 
come about m the manner I have explamed to vou 9 — Such credits aie given 
to finance the incoming trade on the basis of discounting of bills as I have 
described it If you buy jute fio'm a ryot, the rvot sells it, then anothei 
merchant sells it and m this wav I do not think so many bills wall be 
created 

7712 Would you kindly thank ovei and, if you change your opinion by 
tomorrow, let us know 9 — Yes in any case theie aie at piesent no dis- 
counting facilities in India And you may take it that there are no bills. 
Now all the ciedit needs of the eountiy are financed without re-discount 
facilities simply by deposits These deposits will become free if the trans- 
actions which you mention were to take place Then banks can discount 
and re-discount bills with the Reserve Bank, where there are only two 
signatures If the firm is a reliable one, even one signature would be 
enougn 

7713 He might have securities 9 — Even if he has no securities, if the 
agent or manager of the bank knows the man and is suie of the money, 
credit will be given without a draft or acceptance from the deposits of the 
bank, because they may not like to discount such bills 

7714 You are thinking of issuing notes, but the Reserve Bank w-ould 
not have always to issue fresh currency , it will have other funds also — It 
will have deposits, but the Reserve Bank shall only discount those bills 
which are considered strong by everybody The bank manager can give 
any amount of credit on current accounts, but I wnuld not like that such 
cases should come before the Scrutinising Board duung the first five years, 
because the Scrutinising Board should not judge on the security of a bingle 
taan These men of the Board aie aftei all human bemgs and they well 
have to pass sentence against one man The bank is another question; 
if a bank does not give credit to two firms together, it need not express an 
opinion as to which firm it finds weaker It throws back a bill which is only 
signed by one merchant, for the reason that one man is always less than 
two men In Europe I have seen the greatest men failing 
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7715 My difficulty is that you aie thinking only of unsecuied debts?— 
The Scrutinising Boaid has nothing to do with the seeuiities which the 
bank lias The Indian joint stock bank which sends its bills to be re- 
discounted to the Reserve Bank would come before the Scrutinising Board 
1 know of the pioceduie adopted by the Scxutimsing Board in all the towns 
in Central Buiope But I would like that the banks should m the first 
live j ears, even if no new notes aie issued give this ciedit out of their 
deposits based onlj on secuntj 

7716 Mi Khcntan The othei point I would like to ask jou is about the 
question ot stress mentioned by you, lefemng to the Hilton Young Com- 
mission’s Report Do \ou think the conclusions might have been based 
cn the e:\peiieiicc of the Cunency Commission on the state of affans that 
existed then? In England, as you know, the Bank of England keeps its 
late lathei high m comparison to the open maikef late? — Yes 

7717 Tkeiefoie, do you think the Hilton 3 7 bung Commission have been 
influenced by the stite of affans m England is also the state of affairs m 
India and is the continental sj stem m j^oui opinion bettei and more appli- 
cable to Indian conditions? — It is much simpler and bettei suited to the 
conditions m India 

7718 Would \ou lecomrnend that the lediscountmg late of the le serve 
bank should be lower Ilian the late at which the Jmpenal Bank gnes loans 
on the secuntj of Go\emment piomissory notes'' — Do vou mean the Im 
penal Bank oi the Reserve Bank 

At the piescnt moment all loans given by the banks to then customers 
bear a certain lelation to wdiat is called a bank late? — Yes, the advance 
late The present Impenal Bank rate is a bogus bank late m comparison 
with the late of Reserve Banks 

7719 I put it to \ou that it is so leal that all loan transactions are 
based on the bank rate? — I ugiee 

7720 You will make the discount late lowei than the advance rate? — 
i es 

7721 In oidei to cieate this lediiscount maiket, at least m the begin- 
ning foi some yeais, \our view is that some inducement should be given 
to enable the banks to get rid of then shyness? — Yes, to merchants too 

7722 Sir Purshotamdas Thakurdas Your first suggestion is that the 
bills which aie icdiscounted with the Reserve Bank should have three sig- 
natures including the signatuie of the discounting bank? — Yes 

7723 I take it you have seen the hundis winch aie in vogue at present 
There are generally more than two signatures on it? — Yes 

7724 The piesent system of hundis will not be affected by v our sugges- 
tion ? — No 

7725 Youi criticism, tlieiefoie, is based on what was done in the Re- 
serve Bank Bill but it does not clash with the present system and the 
custom of the bills as they aie known to lie? — That is so 

7726 Apart from the exceptional cases which may be dealt with on its 
•own merits, as fai as the present custom is concerned, youi suggestion does 
not clash with it and m fact all the piesent bills which aie discounted would 
ho liable to be icdiscounted by the Rescive Bank? — Yes 
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7727 You said that some G-ov eminent officials told you that a bill 
inaikefc could not be cieated as theie vould not be enough bills to be io- 
discounted by the Reserve Bank 0 — Also Indian managers of banks have told 
me so 

7728 I wondei if you have thought ovei this question I take it you 
know the method in which import business is financed Bills are generally 
drawn in sterling and made pa\ able m London ' — They aie often pmd m 
Calcutta 

7729 What is the bulk of impoit business financed m Calcutta like? — 
I am afraid I cannot quote peicentages but my feeling is that bills for all 
these goods which come m aie usually D A bills uhicli aie steilmg bills 
and have to be paid foi aftei bO data 

7730 Most of the import finance is by steilmg bills drawn foi 60 days 
payable m Calcutta ? — Yes 

7731 If they were rupee bills, they w ould be available foi rediscounting 
here m the maiket? — (No ansver) 

Mr Lamond Not according to the last Beseive Bunk Bill 

7732 Sn Pui shotamdas Thakurdas What I say is if the import busi- 
ness of India vas done by bills diawn in mpees foi 60 oi 90 days sight as 
the case mnj be and those bills aie accepted by the person on whom f hey 
me diawn, they could be discounted by the banks holding those bills m 
the maiket? — Yes 

7733 You have given us youi valuable expenenee of this business m 
ether countries of the world How is it voui attention ha b not been dmwn 
to this handicap which exists m India 0 India has enoimous export busi- 
ness It is all done in steilmg and bills aie not available foi discounting 
and rediscounting m India Is theie a paialiel between India and other 
countries in this connection I suggest to you Ibeie is no paialiel at all ‘ — 
I aim not quite suie about I hat 

7734 In what currency is a bill diawn on an importing country? — Be- 
fore the war it was diawn usually m the foieign currency but now theie is 
no such luie 

7735 I point out that there is a staking difieienee between the countnes 
of which you give instances especially m regaid to the import tiade of India 
I would Idee to be instructed by you as to why this difieienee should conti- 
nue because you ha\e not said a woid about it in youi most valuable memo, 
xandum which you have presented to us May 7 I ask you whether fihese 
bills could then be discounted by 7 the Reserve Bank? 

7736 Chav man Take the case of Hungary When an Hunganan lm- 
poitei imports goods fiom Switzeiland aie the bills diawn m the Hunganan 
currency? — At the time when competition v as net keen they weie usually 7 
draw n by the manufactuiei in. Switzerland m his cuireney 7 but as competi- 
tion is very keen now the Hunganan importer will buv goods only if diawn 

in the Hunganan cunency 7 itself 

7737 Will not that state of affairs hold good also m the case of imports 
into India? Theie is much competition nowm the woild’s maiket There- 
fore should not India he justified m demanding that her import bills she iM 
he m rupees? — The man who buvs goods can always force the manufachnei 
to put it m rupees 
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Sit Purshotamdas Thakurdas You have been telling us what is good for 
the next generation and m your opinion the ideal thing which you would 
lecommtnd to the Government of India and which you would suggest to 
this Committee would be that the import bills m 'very large numbers should 
be available m this eountiy m the same manner as m other big countries 
of Europe instead of the bills being tied up by the banks’ — That is so 

7738 If you are a bank manager and you hold millions of pounds of 
these bills which matuie during the next two or three months you cannot 
utilise those bills Is not that a great handicap? — Yes 

7739 Why has not your attention been drawn to that handicap and to 
the lemoval of that handicap’ — I have not thought about it yet, but I do 
say that at least in the beginning this difficulty will have to be faced As 
time goes on and the Beserve Bank is able to function propeily, the Beserve 
Bank will be able to rediscount such mpee bills 

7740 Mr Rushforth In your own business you import large quantities 
of electncal matenal What prevents you from drawing those bills in 
rupees’ — For oui own stock we have no bills Oui firm cannot be taken 
as an example because it is onlj a branch and we get money on cunent 
account from our Home Works 

7741 Chav man Take the example of a firm of piece-goods merchants? 
— If they buy pece-goods fiom Italy, for instance, what would happen 
would be that the piece-goods merchant could force the Italian manufac- 
tuiei to draw the bills m rupees 

7742 How ( do other countnes m the West do it? — In other countries a 
bill which beais one signatuie will not come to the Beseive Bank because 
after all the Scrutinising Boaid should judge the respectability of one- 
rum 

7743 Mi Mann Subedar What is the practice m Geimany? — They do 
not go in to the Beserve Bank 

7744 Chairman WJhat about the United States? — I do not know 
exactly about the United States As a matter of fact I ought to' have 
thought about it, but I have had no time so far I have been here only 
°>l jeais I did not see these things at all, so it did not come to my notice 

7525 Sir Purshotamdas Thakurdas You therefore think that it should 
be a vep useful avenue foi you to examine the utilisation of the import 
bills of India for the development of the bill market here ? — Yes 

7746 I would like to ask you anothei question You said that before 
the Wai every country drew on the country to which it exported m its own 
cm icncv ’ — That was usually the case 

7747 The conditions now may have changed owing to the manufactured 
articles being m a ceitam state of depression Can you tell us of any 
country which has both export and import business in currency other than 
its own’ — No 

7748 That is a very peculiar feature in the economic life of India? — 
YYs 

7749 What can be done to cure this handicap m India? — Now is the 
best time to cuie it bicause the fexeign manufacturers are so keen on 
celling goods to Indian mei chants 

7750 So you think that that needs to be remedied? — In future it is- 
nntuial that the Indian dealei when ho imports goods will try Ins utmost tc 
get bdls m rupees 
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7751 So you recommend him to try and pi ess for bills to be drawn upon 
him in iupees’ — Yes 

7752 I like this to go on lecoid that 3 ou aie definitely of the opinion 
that nlien India impoits goods, she should tiy to import only m i.ip< 
currency and m no otliei cuneney m oidei to’develop hei own bill maiket 

7753 You lead out to the Committee some extiacts fiom Mi Nicoll’s 
evidence before the Hilton- Young Commission wheie he complains that m 
India there aie accommodation bills and genuine bills Now m your study 
of the economic conditions m the various paits of India, has it struck you 
that what are called accommodation bibs may bo genuine tiade bills’ — I 
do not think so Mv Hungarian fnends aie also trying to manufactuie 
those bills because they want to get more money 

7754 Sir Puisliotamdas Thakivrdas The discounting of tiade bills is 
being leplaced by cash ciedits m India’ — It is so 

7755 Theiefore those who do not command cash ciedits take to accom- 
modation bills’ — Naturally 

7756 Would it be a fan conclusion to make that if genuine *trade bills 
were encouraged, che accommodation bills would disappear ’ — No, I do not 
think so There Mould be lots of merchants wanting moie money 

7757 Would anybody discount accommodation bills if genuine trade 
bills weie m vogue’ — I have heaid this question discussed foi ten years 
in Europe How can you discriminate Mhethei it is a bona fide bill or 
otherwise ’ 

7758 Supposing you aie a managei and I biought a bill and asked you 

to discount it, you would at once ask me why this bill is diawn Would 
you not ’ — Yes . 

7759 To-day, no bank managei asks that All that happens is that a 
bank managei lias a list showing the worth of the seveial peisons 01 firms 
As soon as % ou present a bill, lie refeis to this list and knowing the \\ orlh 
of the man 01 firm, he discounts the bill Has tins been biought to a our 
notice’ — How can a man who manufactures this kind of bogus bills get 
.them discounted’ 

7760 I do not agree with you that there aie any bogus bills worth the 
name m any respectable bank I stiongly cLssent fiom that My ex- 
perience is that ord\ thud class banks have bogus bills — I beg to express 
m 3 - opinion that the greatest banks m Eiuope have bogus bills fiom the 
greatest industrial undertakings 

7761 We are discussing Indian conditions, heie m India fiist class banks 
Mould have compaiativelv few accommodation bills under aveiage manage- 
ment — It would peihaps be wise to get a pioper definition of what we really 
understand bv accom'modation bills 

7762 The accommodation bill is a bill which is going lound because 
genuine trade bills are not m vogue A fc soon as they become the fashion 
and become easily discountable, bogus bills will autornaticaliy disappear 7 — 
No 

7763 Do you say this from your acquaintance of Indian conditions or 
from voui expenenee of European conditions’ — Erom mv knowledge of 
human beings, whether they are Hungarians or Indians or Australians 
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7764 Mi Lam on a An accommodation 01 finance bill would be a bill 
which, would be diawn to piovide capital between two people A trade 
bill is for a senes of tiansactions You piovide money by an accommoda- 
tion 01 finance bill to piovide block — And by whom will the second signa- 
ture be given 9 — He must also be a good merchant Let us call the 
accommodation bill a non -bona fide bill 

7765 Sir Put shoiamdas Thahurdas As soon as you call it a non -bona 
fide bill, the question does not arise As I told you, it would not be diffi- 
cult to find out what is a bona fide bill — It is impossible to find it out 
I come to you and ask you to discount a bill for a lakh of lupees You ask 
me what I would do with a lakh of lupees 1 say I want a building 
constiucted You would simply say, ‘thank you go awmy’ 9 — Who has 
given the two signatures 9 

7766 What does it mattei about the signatures 9 Suppose I am a cotton 
mei chant ion may find out whethoi I have cotton and wliethei I want to 
sell it I ‘•ay T want to pav off my fnend That is an example of an 
accommodation bill You would simply refuse tc discount it and Surely 
a bank manage] has to make those picMminary enquiries 9 — If it comes bcfoie 
the cleveiest Sciutmismg Boaid, it would be impossible to find out whether 
it is a non -bona fide bill oi an accommodation bill 

7767 Has voui experience m Calcutta biouglit to youi notice any such 
staithng deuces m the Indian financial maiket 9 — In my piesent position 
I have no conned ion with banking My expel lence is based on talks with 
ti lends 

7768 It is a possibility which vou are warning us against 9 - — I am sure 
that Indians aie pist as elevei as any othci nation and they wall find out 
winch uc bogus bills 

7769 Eegaidmg the Iteseive Bank Bill vou have studied the Legisla- 
tive Assembly debates 1 — Yes 

7770 Do you find any diffeience in the conditions m India undei which 
a Deceive Bank was sought to be established and the conditions an countries 
wheie Deserve Banks have been working 9 I suggest to you that the 
difference in the two is this m the one case Government are responsible to 
the people, m the other, Government are not responsible to the people* 1 — 
The political situation m India is absolutely difleient 

7771 It was m 1928 I put it to you that the difficulty w r as the 
diffeience in the constitution governing the people of the countiy to which 
you iefoi and the constitution governing the people of India 9 — It was 
merely a political question 

7772 They weie trying to make suie from the top that the control was 
as undiluted as m the countues of Euiope 9 — That is natural 

7773 Chan man I wish to puisue the question about export bills 
Take Geimany When Geimany cxpoits goods to England, m wbat cur- 
rency me the bills diawn? — The pound is still stiong in the mind of the 
people, and it is the [international cunency nowadays 

7774 What used to happen before the Wai 9 — The rates m the bib 
market m London wmie so much cheaper that the international business 
was tiansacted m pounds I cannot sav I have such a knowledge about 
it that I could formulate an opinion 
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7775 You have already agieed that at any rate in the ease of the im- 
port bills the Indian importer would be justified m demanding rupee bills 9 
— Under present conditions 

7776 Now about two signatures and three signatures Will you kindly 
refer to section 17 (2) (a) of the Reserve Bank Bill 9 Have you noticed 
that there are the words ‘promissory notes’ In piomissory notes there aie 
ala ays two signatures, tkeie would not be three signatuies 9 — Yes 

7777 Talking of import bills to which Sn Purshotamdas referred would 
not the provision as it stands covei an import bill, because the impoit bill 
will be drawn on a dealer m India with his one signature and accepted bv 
a bank m India Therefoie without any change m the form of the Reseive 
Bank Bill, as it stands, a document of that sort would come within the 
purview ot the Reseive Bank Bill 9 — Yes, we are not concerned with the 
foreign signatuie I am simply concerned with the piovisions of thr 
Reserve Bank Bill Therefore even m the form in which it stands, it has- 
got its advantages Wheie moie than two signatures are requned they 
can be insisted upon — The bill says ‘diawn and payable m India ’ The 
othei would have been diawn m Switzeiland Whethei the bill is drawn 
by the Swiss ox Italian manufacturer, it could not be discounted undei this 
paragraph 

7778 Chav wan But m the case of Indian promissoiy notes that chffi- 
cultv would not arise You cannot insist on three signatures to it 9 — 

Mr Mann Subrclai The third man may be acceptor 

Witness Theie can be an endorsement 

7779 Chairman But there will only be two signatures 9 — The whole 
question has to be consideied from the following point, that I am more 
conservative ra these matters because I come from a country where people 
are most conservative m their ways and dealings 

7780 The only othei point that I have to ask you about is the Central 
Banking Boaid to which iou have referred We have not yet known what 
its constitution should be 9 — I do not know whether you will be interested 
in this pamphlet “Economic Bulletin of the Central Banking Corporation 
of Hungai} ” I think that will give vou some information on the subject 
It is a nicely edited pamphlet m English 

I simply w r anted to knew what youi view's aie as regards that Board 
which vou suggest and how it will function 0 Any w 7 ay I shall not pursue 
this question to-day but shall deal with the same to-moirow 
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The examination of Dr Nemenyi, w as continued 


7781 Chairman When we closed yesteiday we w eie on youi suggest- 
ion of the Cential Banking Board Could you now tell us what your 
ideas on that subject are, giving us the mam outlines ? — The establishment 
of a peimanent authonty is necessary and this should be done as soon 
as possible aftei your Committee have leported to the Government of India 
in ordei to tackle all the banking pioblems of this counti) This Board 
should be connected with similai kinds of Boaids which the Government 
of India haie alieady established, such as the Agiicultuial Bonul, the 
Industrial Board or the Insurance Boaid It should peibaps be 
a kind of Cential Economic Boaid similar to the one suggested 
by Su George Schuster in his speech before the Finance Secretaries of 
the Piovmcial Governments You have at present m India a Geological 
suivey, an Aicliteological suiveyg a Zoological suivey and so on, but there 
is not yet a peimanent Boaid foi the study of Indian Banking I would 
say that theie should be tw r o sections of this Boaid, one the executive 
Department and the other Scientific or the Pesearch Department 
Let us now deal wnth the Peseaich Department This would 
be going on <-uivej ms. the banking pioblems of the countiv just 
as it lias been dene by the Piovmcial Banking Committees and is 
now being done by the Cential Committee and it will also keep m touch 
with the other Boaids having a lefeience wnth banking questions and it 
would also, in consultation wnth the executive department, be drafting all 
the Bills m connection wnth the futuic banking legislation and w r ould be 
puitmg forward new suggestions legaidmg the development of Indian 
Banking for instance types of uniform hundis and likewise we should also 
have a uniform type of the system of land tenure and agricultural credit 

7782 Chairman How would you include this undei the banking 
problem? My opinion is that they all go together As a matter of fact, 
seveial Provincial Banking Committees have dealt wnth this matter and 
I have found m provinces like the United Piovmces there are two or 
three different systems of land tenure m the same piovmce My •>iew is 
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-that it should not be so Now, to lesume my point, the executive side 
of this Boaid would bo a Government depaitment which would deal with 
licensing of new banks and other matters The present system of bank 
audit is not very sound In any case this executive board will have to 
send its auditois This executive banking board will have to de- 
cide the liquidation of banks and also if possible foster the 
-amalgamation of banks It will have to be m constant personal 
touch with the Reserve Bank giving suggestions in legard to the manage- 
ment m a private way and lendermg every help to banks m times of 
stress m co-operation with the future Reserve Bank 

, 7788 Then on the executive side am I right in assuming that your 
ideas of development are almost the same as those given m Mr Thakore’s 
book? — I have lead several other books also on the subject Of course, 
Thakore’s ideas are almost the same 

7784 When the Reserve Bank is established do you not envisage that 
some of the functions of the Central Banking Board will pass over to the 
Reserve Bank? — That ,s a subject which will have to be dealt wath 
later on 

7785 Mi Manu Subedar Aie jou aware that theie is at present the 
Commerce Department of the Government of India at the head of which 
there is an able civilian assisted by other civilians who are working as 
Secretaues, Deputy and Assistant Secretaries and so on? — Yes 

7786 The Commeice Member, you are aware, has also got the 
assistance of a permanent Committee of the Assembly for such matters 
relating to subjects like lailway rates, commercial legislation, company 
law, ports, freights, questions of shipping, insurance and many other 
subjects, which be may like to lefer to them for their opinion, although 
he is not obliged h abide by their recommendations Do you consider 
that arrangement safisfactoiy 9 — No 

7787 Chairman It does not leally covei the field which you w r ant 
no ccvei Please do not confuse the issues There is the Central 
Economic Boaid which will be connected with a Central Banking Board 
and Agricultural Board and then you may have Boaids of Industries 
and Commerce and so on We need not pursue the latter idea regarding 
items other than banking As I followed your statement, I found that 
your ideas almost exactly lesembled the views expressed by Mi Tlvkore 
in his book An institution like that must be undei the control of the 
Finance Membei and the Finance Depaitment of the Government of 
India — What I beg to state is that the banking constitution and all othei 
woik connected (hcic-with are usually carried out under the Commerce 
Department m almost all othei countries m the west 

7788 Mr Manu Subedar With legaid to the executive side of the 
Board you said that it should work under one of the Depaicments of 
Government ? — Yes 

7789 That means this Board will be purely a deliberative body or 

rather an Advisory body You know there are seveial other bodies in this 
country whose advice is asked for, but not always accepted by Govern- 
ment ? — 1 

7790 Chairman It must be left to Government to decide finally what 
action they should take on the recommendation of these boards This is 
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obvious 1 1 do not see much use m pursuing this question \ Board 
like this will have onl} advisoiy functions and for that reason must be 
under the control of a paiticulai depaitment of Government — [ again 
wish to emphasise that everything will depend on the personality of the 
members who constitute the Boaid oi its Piesident They can cany om- 
their ideas if they are capable As foi that mattei, the Directors of the 
Geological and Archaeological surveys can do whatever they like pi their 
own departments as they are the sole contiollmg and guiding authonties m 
their respective departments 

7791 May I say, if you think that the heads of the Archaeological 
oi the Geological surveys can do what they like, you are entirely m staken 
You aie undei a misappiehension and all that I can tell you from im 
, own personal experience is that it is the Member m chaige of Government 
m that particular department who is responsible 

7792 Did I undeistand you conectly to mean that you 
weic opposed to the idea of acceptance eiedit? — Certainly, m India there 
can be acceptance credit but the Reseive Bank should not discount these 
acceptance bills 

7798 You know that the Fedeial Reseive Bank of the United States 
does discount acceptance credit? — Yes I have said that after 3 or 5 jeais 

’t can be considered whether it is applicable to conditions in Indn but 
not when banking is still m its mfanev, as I see giave dangei m the 
beginning, theie aie a number of banks which though very weak will be - 
membeis of the Reserve Bank I want to be veiv cautious about the 
Reserve Bank m the beginning ' 

7794 You know there is a safeguaid provided under the American 
sv Rem undet which the dangei to which you refer will have been secured 
against? — May I point out, Sir, that if jou have m view a Scrutinising 
Boaid they have such an immense lot of woik that they cannot be expected 
to find out the origin of tlie bill which has been drawn on a bank That 
would mean that you will have to have an immense organisation like the 
C f D to find out such things 

7795 If the fedeial board is not satisfied, obviously they will not agree 
to tire document being rediscounted? — Yes 

779G Mr Manu Subedai I find from the particulars of the National 
Bank, Hungaiv that the post office saving bank accounts aie all dealt 
with by tlie Reserve Bank and thev form one of the operations 9 — But this 
is all Government money 

7797 In India the postal savings bank department is run independently 
by tlie Postal Depaitment and the financial receipts are merged with the 
general cash balances of the country and there has been a question raised 
recently whether Government should piovide any reseive against this form 
of iiabiht\ When the Reseive Bank is established, what would be youi 
view wutb regard to the operations of the savings bank department? 

7798 Chairman Mi Manu Subedai, I have nevei heaid a question 
raised about leserves against postal savings bank deposits You are 
obwousu refeiring to cash certificates 

( Witness ) What are the reseives against a treasury bill or note of the* 
Government of India loans? 
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7799 Mr Manu Subedcn The question is whether you would allow the 
benefit of the savings bank deposits to go to the Deseive Bank and 
strengthen the lcseive position of the countiy >n the international market 
or whether you would allow these receipts m a paitieulai account with 
the bank, namely the Government account 9 — Yes, I Mould like to allow 
them to go mtr the geneial revenues 

7800 Do you advocate that the' whole business of the savings bank 
should be handed ovei by Ooicinment to the Deceive Bank and not be 
kept away fiom it 9 — In oui countiy it is all mixed up I do nee, see 
any great importance of the question, that is, if you have i reliable 
Government, the question does not arise 

7801 The receipts of the savings banks and the ceitificates at present 
swell Government balances and aie used b\ Government fox iboi- own 
purposes, thev are not useful fo/ tiade oi mdustiv, it is a diversion ot 
finance which w ould otherwise go to tiade and mdustiy This i« the 
general feeling What is x om view about it 9 — If these leceipts will go 
to the Deserve Bank, then thev will immediafelv come to the countiy m 
the form of credits to strengthen the funds of the economic life It is 
certainly bettei for the countrv if thev come out to be used foi rralo and 
industry 

7802 There is the complaint that the Government of India raise too 
much rnonev out, ot the monev maiket and that veiy little of tb it mom's 
comes to the mclustii.il development of the countries 0 — Yes 

7803 Tlieiefoie, vou would advocate that the Deseive Bank should 
handle the savings bank deposits like othe,. countnes 9 — Yes 

7804 Chan man In otheL countnes savings bank deposits aie handled 
as part of the Government balances 9 — In India the whole levenue goes 
up to Simla and is not available to be empioved fox the benefit of uado 
and mdustiv in the countn 

7805 These postal savings bank ceitificates go into the post offices 
the\ are diawn into the tie asm j and then thev go into the Imperial Bank, 
latei on tli will go to the Rescue B«nk, theiefore thev will be automati- 
cally available foi financing the tiade or commeice of the country Is 
that position not the same as m Hungary 9 — No , not quite 

7806 You said that the money went up to Simla The money does 
not go to Simla P i om each post office the money goes to the nearest 
treasury, fiom theie it goes to the Imperial Bank wducli under the scheme 
you aie envisaging will become the agents of the Deserve Bank Therefoie 
the money will pass to the lteseivc Bank as part of the lesouices of Gov- 
ernment 9 — The Government can alwavs use it foi any purpose it wants 

I think we had bettei stop there 

T withdraw mv suggestions (see page 19 of my statement of evidence! 
thal the Indian joint stock banks should try to go m for all these business 
lines, which aie transacted by the continental banks The Indian joint 
stock banks aie not sufficiently strong to meet such an extension of then 
business, with the exception of foieign exchange business, which thev 
should take up giaduallv Perhaps some co-opeiation with ‘'Managing 
Agents” foi selling sbaios and debentures will also be possible I have 
to withdraw the statements which I made previously because thev aie 
m opposition with mv newly ncquned Indian experience Throughout my 
memorandum I suggest that no new banks should be cieoted I have to 
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point out a question oi the utmost importance regarding the exchange busi- 
ness which should be done by Indian pint stock banks One of my chief 
ideas was whether one or two big Indian pmt stock banks could not take up 
exchange business Then I was told that it W'as nearly impossible My sug- 
gestion was the following I have spoken to some of the big Indian firms 
and told them “if you could give exchange business to these Indian banks, 
why could not the Indian banks develop the foreign business department by 
which they would secure both sides of the exchange business name!} 
imports as well as exports It is only then that they will be able to make 
profits hke the piesent exchange banks” If the Indian meichant will 
insist when importing goods from Euiope that the bills of 1 admg 01 
invoices should be sent through Indian joint stock banks which liaie 
staited exchange business, then India wall have both the sides of the 
business I maintain that if the indigenous joint stock banks started 
foreign business department, it would not matter even if they did not 
make any profits during the first year 01 two To support my news 
against the establishment of a new Indian exchange bank I shall rend out 
to you what has been written m the “Commeice” foi the month of July 
1930 i 

I will now read out what appealed m the “Commeice” of July 12, 
1930 — 

“As the leadei is awaie, Bombay proposes to establish a Swadeshi 
Exchange Bank with the object of developing both the export and lmpoit 
trade, and branches of it will, it is said, be established not only at 
important centres m this country, hut also m othei paits of the woild 
wherever India has commercial interests wuth the view of giving every 
facility to the Indian merchants abroad The capital of Bs o ciores at 
least, twenty per cent of which wull be called up, wull be raised from 
the principal commercial bodies m the city of Bombay and not fiun the 
geneial public Apait fiom any question of the inadequacy of capital and 
the ability of the promoters to iear up a w'ell-orgamsed exchange bank 
within a short time, is it possible for such an institution to work m 
splendid isolation? If the piomoteis mean business and aie desuous of 
making a success of it, they will, much against then inclination no doubt 
have to depend upon the co-operation and goodwill of similar toieign 
institutions Operating on the London discount maiket will not be the 
least important function the bank will have to perform Now, to com- 
mand credit on the London discount maiket, as a conespondent points out 
in the Indian Daily Ma 1 ot Bombay, a paid-up capital of one cioie <f rupees 
will hardly make an impression Even double this amount might scaicelj 
suffice The arguments put forward by the correspondent aie so cogent 
that we make no apology for quoting him extensively The conespondent 
writes — 

“A Bank of this nature, to be eminently successful, must have formid- 
able floating resources, and it is scarcely conceivable that m these times 
of political stnfe and turmoil, when the most careful of business calcu- 
lations are apt to be upset, the bank would, m the near future, be m 
a position to boast of a huge woikmg capital The lattei could be built 
up m times of tranquillity and business level-headedness These aie 
times when business conditions are left to take care of themselves whilst 
busmens men turn themselves into politicians and divert their eneigies 
towards the attainment of ephemeral political emancipation The bank, 
again, ir to have branches not only m this country but also m important 
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parts of the voild In this also the pion oters will be faced vith real' 
practical difficulties A branch m London alone should give them some 
food foi thought What is it going to cost if you want to run and 
maintain it on the light lines 9 Besides, it is more than probable that 
for at least the fust two or three veais this branch, as veil as otheis to he 
established m fore*<;n cmintues, will not be paying, and it will have lo loolr 
up to the head office for suppoit And what about the staff to v oik all 
these foreign blanches 9 To v oik them successfully you must have men 
who have been m the line foi a number of years, and do possess come 
knowledge of international exchange How many m India are tbur this 
day to take ovei charge of foreign blanches of a bank stiaiglitway and 
run them successful!! 9 I shall go a step fuither I yonder if thcie are 
very many Indians todnj who can claim to be fit enough to be at the 
helm of a fan-sized exchange banking institution and steei it cleai through 
tioublous wateis m this ver\ counti-v The talk of boycotting exchange 
banks sounds veil veil, but strikes one as a case of the wish being 
father to the thought Supposing the shoe manages to get on the othei 
leg, and instead of oui bovcottmg the exchange banks the latter decide 
to bo!cott the Swadeshi Exchange Bank 9 What then 9 It .should be 
transparent eren to a medioeie intellect that m that case the Swadeshi 
Exchange Bank must go to the wall Leaving even this question of co- 
operation oi non-co operation as'de v hat. is the guaiantee that the piesent 
sentiment of the people m favour of Swadeshi is going to last long enough 
to enable the Sv adeslu Exchange Bank to attain a stage of prosperity and 
unshakable sohdaritr 9 If it is onh the mass psychology that is to be 
counted upon for the success of the new bank with little fear of contradic- 
tion I might state that it is an illuson factor at best to explore Institu- 
tions started m the past undei smiilai auspices have been brought to life 
and burned without a decent funeral In every case it has been the 
gullible public who have burnt then fingers Let there not be a similar 
repetition m this case, foi, should anything happen to the Swadeshi 
Exchange Bank, apart from everything else, Indian banking would receive 
a setback which it would be difficult to recover from ” 

Therefore, I have suggested that it would be an unsound idea to start 
Indian exchange banks The first thing would be to start foreign exchange 
departments m the existing banks It would not matter if they did not 
make any profits during the first year or two I believe that it is very 
dangerous for the future of Indian banking to start watli an Indian exchange 
bank and as I have already said I am dead against big new r banks 

7807 Chairman, From the memorandum which you first sent lo us 
I understand your idea to be that othei joint stock banks should have 
certain departments moie or less like the continental system which has a 
separate department to deal with foreign exchange, a separate department 
to deal with agricultural ciedit, a separate department wdnch you call the 
mortgage department to deal with small and middle-sized industries 
My point is to what extent would you modify those ideas 9 So far as I 
- have been able to understand, you still hold that ]omt stock banks should 
have a foreign exchange department As regards the agncultuia) a edit 
department, if vou had not modified youi ideas I would have said that 
it u'as impossible As regards the mortgage department, is it your 
piesent idea that a joint stock bank should not under anv encumbrances 
give long term advances to these small-sized and middle-sized industries 9 — 
They should not do that work 
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760S And it they Tie doing that voik ahead's will you take it away 
iiom tin m x — I do not say that legial ition should piolnbit tliat It an 
«\istmg joint stock bank is capable of doing such w oik, it should be llowed 
ro continue to do so It should not be pieaented fiom doing it 

7809 I was lather mteiested to listen to your views about the 
swadeshi exchange bank but so fai no such pioposition has been placed 
bofoie us All the piopositions placed befoie us mo m the dnectien 0 f 
developing the foieign exchange activities of the existing Indian joint 
stock banks?— That is my point too 

7810 In the foiefront of these banks stands the Impenal Bank which 
I would piefci to call a Swadeshi Bank although it docs employ at the 
present moment a ceitam numbei of non-Indian staff, whose numbei. is 
now diminishing, yet m essence it is an Indian jomt stock bank If it ns 
possible foi that bank, aftei the Reserve Bank has come into existence, to 
take up foreign exchange business n ,i)] that he m accoi dance with your 
ideas’ — 1 am very much against the idea It is not desirable to allow the 
Imperial Banlc to take up that woih because the Imperial Bank wall 
stih be the suongest bank m the countiy It will command lots of deposits 
and the Indian joint stock banks as a result will ne-sei be m a position 
io develop then foieign exchange business 

7811 Chairman The wdiole point is bow India is going to de\elop 
foieign exchange business tlnough her own banks I say that the 
Imperial Bank is an Indian joint stock bank and it is going to Ue that 
Swadeshi foreign exchange bank about which you talked so much a little 
while ago The diffeience is that we aie not going to start a new' bank, 
but w’e are going to allow one of the existing Indian joint stock banks, 
after the Re sene Bank has come into existence, to take up foreign 
exchange business, and so fai as my xecollection goes, that was indeed 
( ontemplated m the Rcseivc Bank Bill — It w r oukl not prevent the othei 
Indian banks fiom doing the same -work’ 

7812 Di Hilda In \oui memoiandum you say that the Indian 
joint-stock banks should take up this voile Now you resile from that 
position and say that the Impeual Bank which is one of the stiongesb of 
such banks cannot take it up because it wall have free balances — Not only 
(hat, it is a big bank which will have more deposits than any other bank 

7813 Chairman But still it is an Indian jomt-stock bank If tlie 
national feeling in the countiy is such that the Indian joint-stock banks 
should lake a greatei shaic m foreign exchange business, wdaat w r ould be 
your objection’ — Mav I assume, for theory’s sake and for the sake of 
developing mv arguments that India will have absolutelv its own swaraj 
and there will not be a single foreigner m the country? 

7834 I am not on that track at all I say and I am not ashamed to 
>-ay national feeling m the country is such that the Indian jomt-stock banks 
should take a greater share m foreign exchange business, what would be 
vour objection’ — May I assume, for theory’s salce and for the sake of 
developing my arguments, that India will have absolutelv its own saarai 
anrMhere wall not be a single foreigner m the countiy 7 ’ 

/814(e) I am not on that Rack at all I sav and I am not ashamed to 
sav that I certainly think that for years to come India wall be able to 
progress on her path of development wath the assistance of eminent 
Englishmen I have put to you a coneiets proposition You m your 
memoiandum arc m favour of the idea that Indian joint stock hanks 
should lake over foreign exchange business I put it to you that here is 
i be shongest Indian joint stock hank The present difficulty is dint if 
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is a bankers’ bank As soon as that, position is withdrawn and as soon 
.as the Reserve Bank is established, why should not the Imperial Bank 
be allowed to take up foreign exchange business 9 The Reseive Bank 
Bill at least contemplated that that particular xestiiction on the business 
of the Impeual Bank would be letnored — If you would allow' me to quote 
a theoretical and piaetical example m the histoiv of Bntish banking 

“The concentration movement m England — which led to the 
emeigmg of the Big Ene — brought about the opinion that a 
money tiust might be established To discuss this problem 
the Treasury Committee on Banking Amalgamation was 
appointed br the Cliancelloi of the Exehequei m Mai eh I92S 

The lcpoit of the Committee states that against ‘the possible 
dangeis some nuasuic of Government control is essen- 
tial ’ 

The lull which was bioughf foiwaid on the basis of this (recom- 
mendation was withdrawn as the banks have enteied into 
an agreement with the Government that no further cnral- 
ganration will be made without the consent of the Treasury ’’ 

In England, wheic banking is rer\ stiong and wlieie eveiy single amt of 
economic life is highly developed, if there anses a crisis the Bntish economic 
life would be so fughtened that if a new amalgamation comes, there would 
only be one bank which would become very poweiful and there would be no 
competition between banks Even if the Imperial Bank weie to become 
entirely independent and tlieie weie not a single non-Indian on it, I 
consrdei it an enoimous dangei that there should be established one 1 uge 
bank, the lesult of which would be that all the other small banks which 
are struggling for then lues would never be able to develop business 

7815 Dr Hijclci You are confusing issues In England it refers to 
the amalgamation of independent units Here it is integration of func- 
tions Do -sou admit the difference 9 — There is a difference, the example 
stands on different lines 

7816 It is not the cieation of a money trust? — If the Imperial Bank 
m future is to be entrusted to do eveir kind of business, tbeLe wall only 
be a single Indian bank nr India 

7817 There is no legal disability imposed on othei joint stock banks 
to take on as many functions as they can 9 — But they would never be 
able to develop their business if one huge, strong bank w'ere to do practi- 
cally everj business 

7818 I go back to the ongmal position In your memorandum you 
say that there should be an integration of functions, that is to sny that 
one bank should Ime a c many functions as possible 9 — That was im 
Continental experience 

7819 Now you resile from that position and say that you do not advo- 
cate the integration of functions, because you feel that m the conditions 
of this country there is no need for one strong bank 9 — Yes 

7820 I do not know the circumstances of your country, but here are 
, the names of certain banks m Geimany and 'may I ask you how then 

capital position compares with the capital position of the Im perial Bank 
of India oi the Central Bank of India 9 These banks which I am referring 
to, are not the creations of to-day The A Schaaffhausen’scher Bankverem 
of Cologne At the time wken this bank started business, vis , m 1848 
<lid it occupy the position which the Imperial Bank of India at present 
occupies 9 — No, it was a local bank 
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7821 If this bank m 1848 could carry on various functions, what makes- 

you think that the Impenal Bank is not strong enough ? The othei banks 
are , 

The Darmstadter Bank, 

The Berhuei Handelsgesellschaft of Beilin, 

The Discontogesellschaft of Beilin, 

The Mitteldeutsche Creditbank of Memingen, 

The Allgememe Deutsche Cieditanstalt of Leipzig, 

The Veiemsbank and Noiddeutsche Bank of Hambuig, and 
The Schlesische Bankveiem of Bieslau 

Tou know that these banks veie not as stiong as the Imperial Bank of 
India or the Cential Bank of India oi the Punjab National Bank is, but 
at the time they staited, they performed vaiious functions What makes- 
jou think that the position of oui joint stock banks is not stiong enough 
to take on such functions? — If you read the history of Geiman banking at 
that time, you would find that these banks were tiymg to develop then 
business on all possible lines and thej r weie co-opeiat mg with the growmg- 
Geiman industries and then development was very slow and gradual The 
industiies m Germany at that time weie small 

Oui industiies aie small — Take the Bombay cotton mill mdustiv and. 
the capital of the Bombay cotton millowmers m comparison with the 
capital and leserve of the Indian joint stock banks m Bombay, and take 
the small industiies m Germany at that time, i e , 1848, wdien some of 
the industiies had only 15 workmen Theie is a huge industry m India 
and there is not a single leal Indian joint stock bank How can you link 
up these big industries wnth these small joint stock banks? 

7822 But my only fear is that m resiling from the position which you 
took up m youi memorandum you maj be making a still gi eater mistake 
I gave you the names of the banks wdneb do not exist at the present day — 
Thej- have been amalgamated 

7823 Take the case of the Deutsche Bank which was started about 
1870 Do you think that the position of the German industry and the 
position of the Deutsche Bank are not on a par with the position of the 
Impenal Bank and the position of the Indian industry? — That was a 
parallel movement and this w^ould be a sudden change That w'as an 
oigamc giowth, organic relationship slowly developed, wheieas m India 
the education and ideas of the banker aie based on the ideas of British 
commeieial banking We have only small banks m India but there are 
big industries, and even m Bombay or Bengal there is no real Indian joint 
stock bank 

7824. Chairman We are not concerned at the present moment -with 
industries You said that your objection to the Impenal Bank, even though 
it may be an Indian joint stock bank, being allowed to take up foreign ex- 
change business is that it would swamp the other Indian joint stock banks 
as its resources aie much greatei Even when it is shorn of the Govern- 
ment balances on the establishment of the Deserve Bank, it will still com- 
mand the largest portion of the deposits which any Indian joint stock- 
bank can command and therefore vou are rather appiehensive as to what 
may happen to the contemplated activities of othei Indian joint stock 
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banks m the lealm of foreign exchange If I have understood you correctlv r 
that is your precise objection? — Ye? 

7825 Do you think that, apart from the Imperial Bank, any Indian 
joint stock bank is m a position to carry on foieign exchange business 
successfully m competition with the foreign exchange banks on account of 
its being well-established and commanding large lesouices? — This refers 
again to import bills If the Indian community will give its business to 
(lie foreign exchange departments of Indian joint stock banks, the;y can 
natuially be developed 

782G It as a question of choice There are two aspects There is, 
firstly, a bank, it may be the Imperial Bank or it may be a foieign ex- 
change bank These institutions, on account of their long period of 
establishment, the large resouices which they command and the confidence 
of the Indian public in them, are in a stiong position Even if rupee im- 
port bills could be started (and you admit there are difficulties m the way 
of starting them) the position m India being as it is, would not the bulk 
of the work go to foreign exchange banks if the Impenal Bank is debarred 
from embarking on foieign exchange business? — It will depend on the 
question whether Indians would give then business to Indian joint stock 
banks 

7827 But xou yourself said that you were trying to compare the 
Impenal Bank with an Indian joint stock bank which wqs coming into 
existence much later than the Impenal Bank, that it is because oi the 
long standing of the fust bank that it has public confidence and that its 
resouices me much gieatei than those of any of the smaller banks If 
that is so, even when jou have rupee bills, naturally the Indian public 
would have lccoumc to that bank in which thev hare the gieatest < onfidence 
and if thev find that the Imperial Bank is debarred from doing business, 
w'ould ther not have recourse to foieign exchange banks? — If I would go 
into this matter in detail, it would lead me to political questions 

7828 I do not w r ant anv discussion on the political question Your 
anxiotr was that Indian joint stock banks should develop their foieign ex- 
change business There may be a ceitnin amount of political element m 
it, but I am not going to aigue the political aspect of the case My sole 
point is rvhj the Indian joint stock bank should not be allowed 'o take 
over the foieign exchange busmes e as was indeed contemplated m the Bill 
referred to? Whj should not that idea be pursued so that India maj have 
at least one joint stock bank which at the present moment possesses re- 
sources Inigo enough to enable it to compete on even teims wuth foreign 
exchange banks 0 What would happen to Indian joint stock banks is, to 
mv mind, a subsidiary question They can stand on their own less, attiact 
moie confidence and develop their foreign exchange business As it. is, I 
know that two Indian joint slock banks have staited foreign exchange 
business, but whr should the stiongest Indian joint stock bank be debaned 
from taking part m foieign exchange business 9 — I am always against artifi- 
cial State aid The Imperial Bank, by the 1920 Act, became the etiongest 
institution in the countiv Even if this Act is changed, it would stil! be 
the strongest (institution It would lead to that banking monopoly about 
winch the British economic w r oild wxas so much lightened m 1918 Theie 
w ould onl\ be one bank m India and no other bank 

7829 Sir Pwshotamdas Thalmrdas Is it voui intention that aftei the 
‘Deserve Bank comes into existence even though the Impenal Bank rrrnv 

Vol. ITT 3 e 
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nofc have Govemment balances m the same way as ft has to-dav tlicie 
should be i bar imposed on it by Goa eminent tlnough legislation f hai it 
shah not do exchange business’ — Yes 

7880 It would be, if I may say so, absuid and it cannot be done Has 
it ever been done m anj country’ The Impcnal Bank belongs to the 
shaieholdeis, Govemment vithdiaw the support which fTicj have so fai 
given By what measuic of equity can Govemment 01 the Legislating 
impose a bar on it’ If anything more was pioposed to be given to the 
Impel ini Bank bv the last Bill of 1927-28, it was foi the pin pose of certain 
service 5 - which that Bank was asked to do But how can 
the Lcgislatuie oi Government oi anvbodv who undo stands finance put 
on a pm ate institution a prohibition that it shall not deni m exchange 
business’ — The Tmpenal Bank would even then be not a puvate institution, 
because it will also have to do the Trcnsuiv business foi Govemment 

7831 It ma) do it or it mav not do The Impenal Bank is an entity 
owned bv the shaieholdeis and I would like you to consider how m equili 
vou would justify am mterfeience b} Government’ — To explain iha^ I 
would go fuit her with mv suggestions In connection with agricultural and 
industrial banking I have mv scheme that, as the Impenal Bank is at 
piesent the biggest bank, State aid to mdustiics and ngncultuie should 
he admmisteied by the Impenal Bank The Impenal Bank will thus 
make large profits 

7832 Theiefoie voui idea is tlmi m ordei to pi event the Impenal 
Bank fiom doing exchange business, Government should give it a quid 
jno quo in othei dnections’ — Not that 

7833 Supposing the Imperial Bank vveie not so employed’- — As one 
-of the gicatest Indian mei chants satd, fheie is such an amount of goodwill 
m the Impenal Bank that this goodwill and their huge and lehable organi- 
sation of administration can be best used foi tlio development of Indian 
mdustiv and agncultme m the w r av of financing them 

7834 Therefoie, voui leply is that vou would recommend the Impenal 
Bank being pi evented fiom doing exchange business, because it wall have 
io do some othei business’ — Yes 

7835 If all Govemment connection is to be cut aw aj from the 
Impenal Bank, then vou cannot pievcnt them fiom doing exchange 
business 0 — Fiom a legal point of view', you are absolutely right, but why 
should such a huge institution thiow nvvav business and be a plain bank? 

By asking the question winch I did, I only wanted to cleai up one or 
two implications m vour leply It does not mean that I approve of the 
Tmpenal Bank being asked tcf do it or not to do it 

7836 Mr Mann Snbedar You know the piesent position of the ex- 
change business m India, namely that it is entirely m the hands of foreign 
coipoiations established m this countiy? — Yes 

7837 You also know that one or two' Indian joint stock banks have tried, 
oi me trying to get into the exchange business, that is also vour pro- 
posal and you consider that it is the piopei thing to do’ — Yes 

7838 I shall mention to you two oi three difficulties which have been 
brought to our notice m the course of oui discussions m the w r ay of Indian 
joint stock banks doing this business It is said that co-operation is lacking 
between the Indian joint stock banks and the foreign exchange banks and 
that the latter are making difficulties in the way of the former In {he 
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Tiekl of insurance and other blanches, whenever an Indian conceal v> 
-waited, the combined competition of the foieign institutions becomes ^ eiy 
deadly I do not know if you aie an are of the kistoiy of these venLueb 
d\ Indians dining the last 80 yeais m India and how eveiy time mod deadly 
-and unfan competition has been ofieied against Indian institutions I put 
it lo you that if a Swadeshi bank came into existence, most deadly com- 
petition vould be offeied to it Suppose tlieie is an exchange maiket, it 
must go 10 the maiket to buy and sell If people lefusecl to sell to the 
Swadeshi bank c to hay fiom them, how would it operate 0 — Ln tins con- 
uection, I have to lefei to the history of the development of, wiiat you 
call, foieign exchange business m India In the old times theie weie only 
four or five banks, but to-day theie aie about 17 These old oanks were 
suiclv not delighted to see the coming m of a Dutch bank and when the 
'first Dutch bank was heie, they weie not delighted to see a second Dutch 
bank come m Similailv, they w'eie not delighted to see the fiist Japanese 
hank come m and when the fiist Tapanese bank was heie, the\ were not 
Iehghted fo see a second Japanese bank come m So if there aie the 
Dutch, Fiench and otlicis competing m this maiket, there w r ould not 
natuiallv De veiy much opposition against the Indian joint stock banks 

7839 I shall tell you other dneetions m which difficulties were placed 
in the way of the Indian joint stock banks Suppose an Indian bank took 
expoit bills and sent them to London for collection and l e-discounting T 
am told that such bills emanating fiom an Indian bank and accepted by 
one of the big five banks m London weie refused i e-discounting facilities 
by the Bank of England? — Theie arc big maikets m America, Holland, 
Switzerland and evenwdieie m the woild It all depends on the standing a 
man can achieve foi himself 

7840 An Indian joint stock bank which tues to do foreign exchange 
business and not having a bianch m London has got to woilc thiough a 
London bank and m this way the commission which is pavable on these 
bills becomes double and tkeiefoie it is not a practical proposition? — The 
Dutch and Japanese Banks have no branches m England but 
still thev cany on business I may furthei pemt our that the Dutch 
people have got then banks m this countiy and they came here when tiiev 
had not then fellow-countrymen to lelv upon for trade m this countiy and 
although theie is vei\ little trade with Holland these banks have been veiy 
successful 

7841 The Impenal Bank which is the most leading Indian bank in this 
country has greater resources and it has got a branch m London and 
seveial witnesses before us have considered that the Imperial Bank would 
he the only one bank which the exchange banks cannot rule out because 
the Impenal Bank will be able to hold its own against any competition? — 
f am wntmg a memorandum, and refenmg to the immense resources of the 
Impenal Bank, T am of opinion that their very good organisation should 
be utilised for development of Indian industry and agricultuie, not m 
a dangerous way, but undei pioper Government contiol and leadeisHip 

7842 That would mean that India w'ould never be free from the ex- 
change business? 

7843 Chairman You have got certain view’s but it is quite open tor 
this Committee to decide which is the most important proposition Sup- 
posing it considers that it is more impoitant that the Impel ml Bank Grould 
do exchange business by the grant of certain Government help, what do 
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\ ou say to that proposition? You do not want the Impenal Bank to do> 
foreign exchange business and you say that it would overshadow the other 
Indian joint stock banks, but in. answer to the Deputy Chanman you 
said that you have othei ideas about the Imperial Bank m connection 
with -which it might leceive Government subvention? — It may have other 
functions to do such as the development of mdustiy Theie is so much 
competition in foreign exchange business that it is not such a 'great business 
but if it had Government guaiantee for the development of agriculture and 
mdustiy it -would be better fiom the shaieholdeis’ point of view 

7844 The Indian exporter does not neeessaiilv have eontiol on hia 
bills? — I have discussed this question with Indian exporteis m connection 
with the question of development of Indian exchange banking and this 
leads again to the question -which has been pointed out bv Sir Puishotamdas 
Thakuidas about import lupee bills Theie is such a deal of competition 
between selleis that hundieds of foieign agents aie foicmg ihemselves 
upon Indian meichants and the latter can foice the formei to chaw the 
bills m lupee on an Indian joint stock bank, and natuially the teims will 
be accepted If you have rupee bills then it can easih be discounted m 
the Indian money market Well then, that will again depend on whether 
these banks -will be able to establish such a standing that they can command 
r, good credit all ovei the -woild 

7845 At piesent a laige piopoition of Indian deposits aie going to tlic- 
xanous exchange banks and thev aie using the Indian deposits foi them 
purpose A suggestion has been put to us bx several Indian witnesses 
that theie should Be a piolnbition by law against foieign exchange banks 
obtaining deposits m this eountiy as in other countnes as that wall add 
(0 the lesouices of the Indian institutions? — I cannot give an\ opinion on 
that 

7846 This is only an admmistiatno measute bx which the savings 
ol India instead of going abioad can be utilised 111 this country Eveiy 
coimtiy does this foi its owm piotection whencvei it consideis necessary 
and the assumption is that prnna fane these deposits will go into Indian 
hands? — If the Indian banks wall be of such a high standing then them will 
be no need for such legislation I do not believe m legislation I know of 
seveial instances where Rajahs and otheis are sending their money now 10 
foieign countries I am afraid some well also invest tlicir money m gilt- 
edged secunties Mv view is that by artificial measures you cannot foice- 
people to choose then bankers 

7847 At piesent theie aie lupees 125 cioies of deposits with. Indian 
joint stock banks and Rs 75 cioies with the foieign exchange banks The 
idea is that if the foieign exchange banks aie pi evented fiom taking 
deposits m this countiv, pail of tins 75 ciores wmuld go into Indian joint 
^tock banks because if they are prnna fane strong enough to attract 
Rs 125 ciores at piesent, thev can veiv xvell take m Rs 75 croies more? — 
I do not know I may m this connection state an incident that hanpended 
leeenth A man came to me m khaddai and Gandhi cap and w r e spoke 
about banking questions He showed me some of his accounts and I 
found he xvas a client of a Dutch bank I asked him “why don’t von 
suppoit youi owm Indian banks?” This is agam a political question and 
m leplv he said "I am sony to sav I have no confidence m an Indian 
bank, I do not want to lose my hard earned money 1 ’ Heie vou ate such 
being ’^ck-rtate of affans, how do you expect the money to come to you 
oy nn\ vyRislation 0 
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7848 The idea is to tell the Indian depositors you shall not put your 
money m foreign banks, take Government secuuties, industrial bonds or 
land moitgage bonds, take postal cash certificates 01 put youi money any- 
where else? — That means to saj , some poition of that money will gc to 
the Indian joint stock banks My point is that the money that now goes 
into the foieign banks is that of people vdio have no confidence m the 
present Indian joint stock banks and theiefoie it is difficult to make them 
mvest in Indian banks against then will I have studied the development 
of Indian trade and industucs Take the jute tiade m Bengal Messis 
Balh Brothels and Birla Biothets have all built up an Bengal a very great 
business As a matter of fact the Birlas aie the giestest exporters aftei 
jRalli Biothcis and tliev weie not aided bv any wav by Government m 
building up then piesont business I mean to say talented people will 'be 
able to command confidence Without talent nobody will he able to build 
up business thiougli nnv artificial spoon-feeding 

7S49 -Mr. hliaitan I find \ou Have got veiy stiong ideas against the 
Imperial Bank doing e\ch uige business It has been repiesented to us by 
a Inige number of Indian witnesses that the position m India at piosent 
•of the whole of its external tiade being whollv financed by non-Indian 
banks is not good and therefoie it has been suggested to us that some 
scliemt should be deused vlieieb} finances of external trade should, if not 
wliollj at least to a good extent, lie m the hands of Indian banks so that 
we have got to stait fiom the fundamental basis that one of the functions 
of this committee should bo to dense ways and means wlieieby at least 
some portion of the external tiade of tins countiy may be financed by banks 
which might be teimcd Indian joint stock banks Tins is the fundamental 
basis upon which we have got to pioceed It has also been represented te 
us on behalf of the exchange banks that the exchange business is carried 
on m gieat competition between the various banks that carry on exchange 
•operations and we can foi the sake of nigument piesume that view-point 
to be correct Now it has also been represented to us by a prominent 
Tndinn bankci that a brnlc m ordei to succeed in exchange business must 
receive the co-operation of exchange banks Otlieiwise if it carries on ex- 
change business it mu-l he piepaied to lose consideiable sum of money for 
some veais to come That is also a standpoint which we have got to bear 
in mind Theiefoie we aie faced wuth this situation On the one hand, 
wc waul come Indian joint <=tock banks to enter into exchange busmes p , on 
the other hand we liaxe got to bear m mind wiiat kind of competition the 
Indian joint stock banks that entei into the exchange business have got to 
face I shall now quote some figuies Llyods Bank caincs on exchange 
operations m India now The paid-up capital and leserves of that bank 
amount to over £25 millions louclilx Bs 34 ciores T wall give 3011 another 
case that of the Chartered Bank of India, Austialia and China, whose paid- 
up capital is £3 millions which equals 1 oughfy Bs 4 ciores while the 
lesone fund of that bank is £4 millions equalling 5 1/3 eroies of lupeee 
and in all it works up to Bs 10 cioies I will give you 3 'et another case 
that of the Hongkong and Shanghai Corporation whose paid-up capital is 
over £2 millions winch is equal to Bs 3 ciores It has a sterling reserve of 
£fi millions equalling Bs 8 cioies and then it has also got other reserves 
such is sihei Thc^c aie the hanks with which an Indian joint stock bank 
has got to compete m order to do exchange business In the past w r e have 
'neon tolrl that the other exchange hanks do not eo-operate wnth Indian 
aoint stock banks m doing exchange business In ordei to compete with 
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these big banks who have such huge lesouices as I have aheady mentioned 
to you, do you not think that it will be necessaiy foi the Indian joint stock 
banks to also have big lesources? — Taking the negative side of the question 
\ ou want legislation to tie passed? 

7850 I am talking of a puie business pioposition I do not want to 
take you to politics 01 any controversial matteis I am only putting it to 
vou that India at the present dav is faced with competition fiom seveial 
of these big foieign banks Indian banks have got to cany on their business 
not in co -01 duration with the exchange banks but have to do so against com- 
petition of these banks who have big lesouices Please forget politics, 
please foiget patnotism of the Indians to then countiy Please look at it 
troin the point of view of a pucca business pioposition? — I must at least 
be allowed to quote the jute mdustiy Youi firm Messis Bnla Biothers 
h'ue been able to build up so huge a business against foieign competition 
Again take the case of Ealh Biotheis who aic not helped bv Butish firms 
but still thev aie thnvmg on veiy well m this country I can inly say 
that undei more national conditions it is quite natuial that giadnally 
Indnn banks will glow much stiongei than they aie today 

7851 I do not know 7 if vou aie aware of the amount of lesouices that 
Bnla Biotheis had to bung into play m order to become big expoiteis? (No- 
answei) 

7852 Oh an man Mi Khaitan’s specific question was should not an 
Indian joint stock bank, if it is to compete successful!' with* the foreign 
exchange banks, possess laige lesouices? — I agiee that m oidei to compete 
any big expoit and import business such as jute would have to put 
cnoimous resouices 

7S58 Mi Ehaitan When you say that the Impenal Bank should not 
be allowed to do exchange business vou put it on the giound of having a 
v eiy soft cornei m y oui lieait foi the Indian joint stock banks — Yes 

7854 You put it 011 the giound that if the Impenal Bank engaged m 
exchange business the small Indian joint stock banks would lieiw be able 
to develop exchange business 7 — Ceitamly 

7855 Would not that argument apply to internal trade as well? If 
the Tmpenal Bank wei e allowed to develop internal tiade with its huge 
lesouices, would it not stand m the way of other Indian joint stock banks? — 
This complaint has aheady been laised 

7856 I am asking simply wliethei the Impenal Bank bv engaging itself 
in internal tiade wall not stand 111 the w ? ay of the small Indian joint stock 
banks dev elopmg internal tiade? — It will 

7857 So vou think that the Impenal Bank should not do exchange 
business It should not do commeicial business? — I do not mean to say 
that it should be closed down The chattel of the Impenal Bank will only 
be leallv changed aftei a new Peseive Bank has been established It will 
then have to face competition along with othei joint stock banks, TV h en 
’t will no longei have the use of fiee Government balances Take the 
manageis of the vanous exchange banks m India They have not been 
brought up m this line without pievious tianung It is, theiefoie quite 
impossible that the exchange business of the Imperial Bank will he very r 
successful 

7858 You mean to say that the Impenal Bank will not he successful 
fu*mg to the exchange business? — Tt will he a failure 
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7859 At fust you said that the Imperial Bank will be able to do it 
successfully while othei joint stock banks will not be able to do so well 9 — 

I said more successfully than othei ]omt stock banks 

7860 Eithei the Imperial Bank will be successful or it wall not I 
want a definite answei to this question 9 — It will have awful difficulties 

7861 You think that even if it is unsuccessful, at will become a senous 
competitor in the Indian market 9 — Yes 

7862 You have said befoie that exchange business lequired very gieat 
technical knowledge and skill and that the piesent exchange banks with 
then long standing and expenence aie alone able to do exchange business 
and that othei banks will find it difficult Will it not be easy for a bank 
with vast resouices to engage people of technical skill m ordei to cany 
on business 9 You know technical skill m these da} s can be bought 9 — It is 
not likely enough A ceitam oigamsation must be built up and peisonally 
I am foi the giadual development of Indian economic life all lound What 
vou suggest will be a sudden ]ump, and a revolutionary tefoim m Indian 
banking 

7863 Chav man Supposing a man staits a huge industrial concern 
to-day Is it a slow development oi a sudden jump 9 — It w ill he a sudden 
]ump if he is not connected with industries or with anv bank 

7864 Mi Manu Subeilai Would not the Reseive Bank which }ou aie 

veiy stiongly m favoui of establishing require a high oidei of skill, person- 
ality and organising capacity 9 — Much lnghei » 

7863 And you do not deprecate the establishment of the Reserve Bank 
but you uige it as a primal} necessity 9 — Yes, even if it is a shareholders’ 
bank it is undei a special chaiter from Goveimqent As legaids the 
question of technical skill of a high oidei, I have said that if you have a 
magnificent lleseive Bank and you have very great men drawing Rs 10,000 
oi so as managing governors, it may be a failuie as it has been in South 
Africa 

7866 Chairman I take it that you do not like big jumps You prefer 
a slow and steady development and m that connection you mention the 
case of the Japanese Bank I think you know tull well about the growth ot 
the Japanese Bank You know that, w’hen it was founded, Government 
not only subsenbed one-thud of its capital but also gave it every land of 
encouragement 9 — It would not have been successful without Government 
help behind it 

7867 Do you suggest that the Imperial Bank should be allowed to 
take up exchange business if Government help w r eie behind it 9 If the 
Imperial Bank had some sort of Government assistance and Government 
control, eren if the Reserve Bank was established, you would not, m view 
of the experience of the Japanese Bank, object to its taking up foieign 
exchange business 9 — If Government would like to considei that a piopei, 
stiong and big bank canymg on exchange business should be established, 
I maintain mv view that the Indian joint stock banks wall never be 
able to develop then business 

7868 Therefore, what Japan did rn 1900 was not, in vour opinion, fully 
m the mteiest of the countiy 9 — I have heard complaints from the Japanese 
Banks 
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7869 My simple question is whether, in your opinion, what Japan did 
at that time was a coirect course of action? — It hampered the natural 
development of the other national companies m Japan I have heard 
complaints about them 

7870 Therefore, as it youi opinion that the action which Japan took 
m 1900 was an unwise couise of action? — If you want to dexelop only one 
strong bank, I would say that it was sound m that sense, but if you want 
a geneial banking system to be developed, such an action in India would 
defeat the object 

7871 You sa> , Di Lcmenyi, that Japan w anted to lunc a foothold 
m the foieign exchange business They, therefoie, actually subsidised one 
bank so that it might acqune a foothold m the exchange business In 
youi opinion was the action taken by Japan unsound and against national 
mteiest? — On bioad views it was no{ unsound but taking the position of 
othei banks into consideration it was undesirable 

7872 Chav man Let me sum up your chief points thus You are 
anxious that Indian joint stock banks should take their propei share in 
the exchange business of the countij , jou do not want the Imperial Bank 
to take up this business, you ha\e other proposals which xv ill have the 
effect of pi eventing the passing of exchange business into tho hands of the 
Imperial Bank because you appiehcnd that that will result m the Imperial 
Bank secunng a monopoly and that no joint stock banks will bo able to 
secure any substantial share of that business'? — I agiee to that 

7878 You have to some extent modified that view In snung that from 
the bioad point of view it maj r be desirable to allow the Impel nil Bank to 
take up foieign exchange business? — Yes 

7874 At the same time \ou are opposed to any action being taken with 
a view to allowing the Impel ml Bank to take up exchange business? — Bor 
the simple leason that it would stand m the way of the other Indian joint 
stock banks 

7875 You aie opposed to legislation on (lie subject because you think 
it will fail to achieve any definite or concrete purpose 9 — Yes 

7876 Now, as regaids agricultural ciedit have you got any new ideas? — 
I withdiaw my suggestions laid dow r n m my statement; of exidence that 
Joint Stock Banks should open Moitgage Depaitments oi that Land 
Moitgage Banks should be established woiking on the joint stock principle 
Consideung Indian conditions, the entne system of agricultural credit will 
have to be oigamsed by. the Central Government and cairied out by the 
Provincial Governments and a unifoim type of debentuies should be issued 
only I think that the Government of India or any Government m tins 
countiy will be sufficiently stiong to tackle such a matter, and being a ques- 
tion of Ihe development of economics it should not be banded over to 
pnvate joint stock banks I would also suggest that the handling of the 
land moitgage debentuies should be given to tlie Impeiml Bank because 
as I have said, I am opposed to new r banks The Imperial Bank is a verv 
good and reliable oiganisation It should be utilised for the administra- 
tion of such a business wdneb is fai moie important for India than the 
little exchange business that there rmv be Moreover, there will bo less 
risk owang to Government guarantee 
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7877 What are joui views about the establishment of land moitgage 
li anics ? — I have gone thiough the Piovmcial Banking Committee’s lepoits 
•find I find that the Central Provinces Committee is the only Committee 
which has gone mto the details of the question of the establishment of 
agricultural banks 

7878 What the Cential Piovmces and other committees have sard is 
already before us Have you got any views of youis? — Only that a uniform 
type of debentuies should be issued 

7879 Have you studied the system of co-operation and rural finance? 
—No 

7880 Theiefoie, 1 suggest to you that you aie not the fit peison to 
(express any opinion on this subject so far as India is concerned In the 
Cential Piovmces there is no land moitgage bank but m othei piovmces like 
.Bombay, Madias and Punjab there aie m existence land moitgage banks 
The position has fuithei been examined by the Agricultural Commission 
Bf you have got no peisonal experience of these co-operative institutions 
oi co-operative land mortgage banks I should leave out of discussion the 
question of these co-opeiative institutions? — I did not discuss cooperative 
questions 

7881 You have ahead} said that theie can be land mortgage banks 
<on the co-opeiative system and you have also said that you do not object 
•to an ordinary commercial bank having mortgage departments? — No, some 
of them are actually doing it now I maintain my views laid down m 
my statement of evidence that the establishment of big industries m India 
can only be undertaken by the firms commonly known as “Managing 
Agents” Theie is no such possible type of an Industrial Bank which 
•could float big Industnal Companies The initial capital will have to be 
provided by the Managing Agents as done up to now Various banks, 
If banking and discounting of bills is on a piopei footing, will be able, as 
-a rule to provide the lequired woikmg capital On the other hand the 
establishment of an All-India Industrial Bank under Government control 
and guarantee is necessaiy, m oidei to be the “Reseive Bank” of the 
Managing Agency system, providing capital chiefly foi extensions and 
emergency cases and issuing a uniform type of debentuies against the 
above loans, i e , it would be a land of Industnal Moitgage Bank This 
Industrial Bank should have a blanch m eveiy pi ovince Further the 
Industrial Commission hate said that “we do not feel that we have 
sufficient matenal befoie us to enable us to formulate a definite scheme 
for Industrial Banks We ask, theiefoie, for the appointment at the 
earliest possible date of an expeit Committee to consider wdiat additional 
banking facilities are necessaiy foi the initial and foi the cunent finance 
■of industries, wdiat foim of Government assistance or conti ol will be required 
to ensuie then extension on sound basis” 

In reply to this question of the Indian Industrial Commission, I beg 
to state the following To analyse the question of Industrial banking, w r e 
have to sepaiate the venous functions of industrial banking, or, let us 
'call them, mdustnal activities which aie the following — 

Firstly, floating new 7 companies bv issuing and selling shares, 

Secondly, supplying industries wath working capital, 
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Th nelly, finding new money foi extensions (new machmely) bj 
laismg the capital and selling new shares, 01 issuing deben- 
tuie bonds 

Fourthly, maintaining and legulatmg these sbaies and debentures m 
the sbaie maiket 01 stock exchange, and 

Fifthly, taking ovei induskial undertakings winch aie aheady m 
existence as I have described in mv memoiandum, rvheie the 
existing liidustnes aie linked up with all kinds of the Managing 
Agency system 

I would suggest that the hist, second and tlind should be handled by the 
Managing Agents and that the mdustnal bank should only be a kind of 
leserve bank on the top ol the Managing Agener system winch would help 
the Managing Agents m tuo cases Fnstly, if they aie shoit of working 
capital and aie unable to get it fiom a bank, the mdustnal bank, under 
Government guaiantee and conti ol, would come to then help Secondly, 
and this is the most impoitant, wdieie an mdustij wants to make extension 
or bur new machmciy and has to get moncj on block account and when 
the Managing Agents aie unable to float new dcbentuics, the mdustnal 
bank will have to find out wdiethei the mdustir is a sound one and then 
it would help the concern hj gning it loans undei the guaiantee of Govern- 
ment which would be taken as sccuiities and surely taken up by the Indian 
moner maikct G.wes of fai lines and liquidations would also come up 
befoie the mdustnal bank If the industrial bank finds it uni easonable 
to help a paitieulai mdustir because of its working on an unsound basis, 
liquidation would take place undei the leadership of the mdustnal hank 
You know tint if liquidation is too quick, peihaps the assets hare to be 
sold too quickly and theiefoie the mdustnal bank should help the liquidation 
01 if it could be amalgamated with mother suitable mdustiy it should 
canj out the amalgamation Regaulmg small mdustnes, the Dnectoi of 
Industnes of one of the piovmces was good enough to give me vanous 
suggestions and I considei that the financial a d to small mdustnes m 
India will have to lemain m the hands of the Industrial Departments of 
the Piovmcial Gorcinments rvlucli should be developed on fanlv practical 
lines These aie mr suggestions icgaidmg mdustnal banks 

7882 Dr Hycln Youi idea is that the Managing Agents should occupy 
the position of Industrial banks 9 — Ther are occupying it at piesent 

7883 Theiefoie, ther should continue to occupy it 9 — The mdustnal 
activities of the Managing Agencr system m India me absolutely sirmlai 
to the mdustnal achrities of the big banks of the mixed trpe m Euiope. 
as I have desenbed them 

7884 If I may suggest to you, you have enumeiated ceitam functions 
which aie peifonned b) banks on the Continent You say that those 
functions are being at piesent perfoimed by the srstem eommonlv known 
as the system of Managing Agents 9 — Yes 

7885 And vour opinion is that this system should continue 9 — Yes 

7886 Is it the best system 9 — I hare pointed out that the Managing 
Agency system has been ciiticised on account of ceitam disadvantages aS 
the industrial activities of banks m Euiope have also been As long as we 
have human institutions, they wall always have some advantages and some 
disadvantages The big banks m Eruopc aie also constantly accused of 
making profits taking ’out moner from industries, chaigmg veir high com- 
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missions, all these chaiges aic usualh made heie against the Managing 
Agents Theic is no difteieiiee except that m om countiy the mdustiial 
activities aic stiongei and theie aie big banks who cam 7 out those activities 
Tkeicfoic I h.ue suggested that theie should be a Resene Bank m India 
foi the Managing Agenci si stem 

7887 Mi Manu Subedar Mould tou allow the Managing Agents to 
go direct to the Reserve Bank 9 — No 

^SSS I take it that the Reserve Bank would be a bankers’ bank and 
would onl} deal with banks 9 — The Managing Agents would be accepted as 
>» commercial firm 

78S9 Would "\ ou allow a him like Maitm and Co to de-discount then 
hills dnecth 9 — Not m am case foi the hist file yeais 

■1890 But would ion allow 9 — If that weic done, an agitation would, 
nnmediateh be staited that tbe Resell e Bank is competing with every 
other bank 

'7801 You know' theie aie laige Managing Agenci firms and small 
Managing Agency films Would yon make a distinction? — No 

7892 But theie aie Managing Agents of small companies with a capital 
ot say Rs 50 000 9 — I would neiei mention the woids ‘Managing Agency’ 
m an Act oi Bill It is one of the business institutions m India, but there 
is no gieat diftei ence between a 1 ugei and a smaller fhm a legal point 

7893 What is youi method of lmkmg up the Reseive Bank with 
mdustiial finance 9 — Supplying the mdustnes with working capital would 
be usualh done tlnough the joint stock banks 

7894 Not thiough. the Managing Agents dnect 9 — That is (impossible 

7895 But vou sa’^ that aftei five veais they could go direct to the 
Iteseive Bank 9 — The Reseive Bank latex on could also do open maiket 
operations and then they could buy dnecth, but foi these acceptances two 
signatures would be lequned 

7896 Chau man We aic dealing only with the big mdustnes and not 
with the middle-si/ed oi small-sized industries, m the case of whicii now m 
many places finance is supphed by Managing Agents Is it pait of your 
scheme that m futuie woikmg capital will not be supplied by Managing 
Asrcnt-. but onh In commeicial banks 9 — It will be supplied tlnough the 
Managing Agents 

7897 It a ill he supplied In commeicial b inks thiough the Managing 
Agents as a iulc 9 — Yes 

7P9S Then foie the Managing Agents usuallv will not supply capital 
foi woikmg expenses? — They will, it is a kind of banking, but not regulai 
banking Let us sa' , theie is a Managing Agene\ firm and a cotton mill 
The cotton null sends all kinds of goods to the dealeis, gets drafts and the 
diaits will have thiee signatuies The Managing Agency will go to a 
bank, because I believe the Managing Agent would not allow tin null to 
go dnect as he would want to make a piofit on the tiansaction 

7899 Theicfoie -^om pioposition is that nntiallv the mdustiial con- 
cern should go to its Managing Agent foi its woikmg capital? — Yes 

7900 If the Managing Agent finds it difficult to supply the working 
capital at am stage, it will take the concern to the mdustiial bank? — Yes. 
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7901 S'roin that point of view, the Impenal Bank is -actually doing that 
woik at present? — Yes, therefore I suggest that the industrial bank should 
he a depaitruent of the Imperial Bank 

7902 I am trying to find out what additional duties you want to 
impose on the Industnal Department of the Imperial Bank? In legard 
to the piovision of working expenses, the Impenal Bank is aheady exercis- 
ing that function, piovided the secuuty is adequate Other joint stock 
banks aie also exercising a similai function Is it part of jour scheme that 
other joint stock hanks should in future be precluded fiom doing that work? 
—No, it is not Any bank will give money to a Managing Agent, if he 
values him as a client, or they will take deposits also, as at present 

7903 Therefore, there is no special featuie m your scheme so fai as it 
relates to woiking expenses? — This industrial depaitment will have special 
experts who would decide udiethei foi the sake of building up an Indian 
industry it is absolutely necessary to render some assistance legardmg 
woiking capital, i c , daily expenses It may happen that an industrial 
concern gets out of funds and cannot get money anywdieie and thus become 
hankiupt The Imperial Bank is not foiced to go to its help and supply 
capital if it does not want to But it will he done undei Government 
assistance and loans would be given as under the State Aid to Industries 
Act 

7904 In oi dei to make the issues cleai, I had sepaiated the woiking 
capital fiom the capital for initial block or for extensions to block In 
regaid to capital for working expenses, is it youi pioposition that the* 
Industnal Depaitment of the Impenal Bank should m futuie giant an 
advance on less satisfactory secuuties than it now does? The Impenal 
Bank does it now if there is adequate security, and unless you are going 
m any w r ay to modify the nature of the secunty, there is no special feature 
sn your scheme? — Theie is m emergency cases 

7905 In emergency cases, it gets tempoiaiy accommodation The 
industnal concern may be saved from having to go mto liquidation In a 
case of that soit, on wdiat secunty would eithei the present Impenal Bank 
or the Industnal Depaitment of the Impenal Bank give an advance? — This 
would have to go befoie the Banking Boaid or a combined Banking and 
Industnal Board and thev would decide that the industry being m a bad 
position a few lakhs should be given for a few months until the concern w as 
able to export and sell the goods and put itself on a soundei basis But 
this case would not be such a secuie one for the existing banks to give 
money 

7906 Therefore, m the case you aie lefemng to, it is reallv Govern- 
ment assistance that is given The Industnal Depaitment of the Impenal 
Bank, by itself, w'ould not give the assistance 0 — No, it would have to be 
sanctioned by a higher Board 

7907 That is the only special featuie an your scheme in legaid to 
working expenses? — Yes 

7908 I shall now come to block capital m which I shall include capital 
for extensions or improvements to block At the present moment the 
concern itself raises the money by share capital or it gets it from 
the Managing Agents, who may thereafter float debentuies What would 
•the position be undei your scheme? Who will supply the initial block 
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capital ? — The initial block capital would always have to be supplied by 
Managing Agents or the industrialists who want to float the industrial 
concern The Industrial Depaitment would not float new companies We 
have agreed that the onlv right men to float new industries are successful 
old industrialists 

7909 I undei stand voui idea to be that the initial capital foi block 
should be supplied by the people who want to start the concern? — -Yes, 
let us call it private enterpuse 

7910 I would not rathei use the woids ‘pnvate enterprise’. It will 1 
have to be supplied by shaies or by the Managing Agents — Not m all cases 
Suppose the peison concerned has some good friends who come to assist 
hnn In a way thcj will become dneetors and perhaps they wall have 
some shares, but the gieatest part of the capital wall belong to one man 

7911 As soon as you try to make it a joint stock concern, there must 
be shaies? — Big industries aie sometimes privately ov/ned 

7912 I admit there would be a certain amount of private capital but 
m all cases it might not be pnvate capital Accoidmg to your ideas at this 
stage, the industrial bank will not render any assistance? — No 

7913 The concern is floated and then at finds it wants additional 
capital for extension oi impio\ement of the block What would be your 
pioceduie? Should they not in the first instance tiy to raise the capital 
again tluough pnvate souices? — That was my suggestion 

7914 But if they fail to do so then they should approach the Industrial 
Department of the Imperial Bank Is that the idea? — Yes 

7915 And on what securitv wall the Industrial Department of the 
Impenal Bank advance that money? — Perhaps you may have to change the 
maclnneiy, the old geneiatoi is bieakmg down, oi you want a new steam 
engine It is not an extension oi improvement always 

7916 Let us add the word ‘renewal’ — There must be an industrial 
expei t and a financial expeit, these experts will make an enquny whether 
it is necessaiy foi the mill to change the machinery, and whether the 
Managing Agents are incapable of raising money by issuing debentures or 
laismg the shaie capital and selling shaies, etc The experts may lefer the 
matter to a higher Government Boaid and submit a report The Board will 
have to decide wbethei the loan is really secuied by the mortgage of the 
new machines and whether the concern should get the loan or not Such 
a loan could be issued as gilt-edged securities 

7917 In certain cases theie maj? be actual seeunty that is wdiat you 
call the plant and maclnneiy, existing The mortgage of the existing plant 
and machmeiy may foim the basis of the security I admit it would be 
necessaiy to take expeit assistance, but if it is found that even with that 
assistance, the mdustnal concern cannot be iun successfully, the plant 
and maclnneiy which is offeied as mortgage security wall be valueless and 
theie is no leal seeunty behind the loan — The new machinery which may 
be bought, say, for 30 laklis would be a seeunty to a gieat extent 

7918 Will that be an adequate security? If the particular mdustnal 
concern cannot, with the help of the new machinery, run the industry 
successfully, will that new 1 ’ machmeiy have any maiketable value? — The 
new power house, tuibme geneiatoi oi the textile machinery can ahvays 
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lx mid at a certain loss Moreover, the expeits would decide whether the 
secuuh or these is reasonable and limit the amount of tire lo m aecordinglj 

7919 Theie come in the experts and the decision would be taken with 
leierence to the advice of the expeits Therefore the fact that the 
xnaehinei} is theie to piOAide security foi the loan will not b\ itself he 
adequate* — Yes, it is to bo based on the expeits opinion 

7920 You aie piobabh aw ire that e\en m a case like that the 

Impeiiai Bank might make advances, not on th e seeuuty of the plant, but 
on personal sceunta Is that not conect’’ — Thej might gne clean 
cxeditb At present the clean ciedit is hist given for six months, 

but m piaotice it is theieaftei renewed and 1 believe there 

are e 'ses where the credit has none on from a ear to a ear 

The Imperial Bank and joint stock b rules actually give tint credit 
on the mortgage aou axe lefemng to Therefoie even at the present 
moment theie are facilities for getting that ciedit — Yes. 

7921 You <?av this w_oilc should be eoncentioted on mdustnes — Xo 

7922 Where would the change come in'* Is it again Government 
assist nice' 1 — Yes 

7923 It. is not a ca^e of cone cut rati on — Xo, if he can find mone% Irani 
the Imperial Bank, it is all right, but be is incapable of getting it 

7924 Aeeoidmg to aoiu iden he mint Inst approach the ludmtml 
Depai tm out ot the Impend Bank — OnU rn emeigene\ cases 

7923 He wants to lenew Ins mackmeu and he natutallv first 

approichob the Industrial Department of the Impenal Bank 0 — But if he is 
ver\ fncudly with r joint stock bankei, he will naturalK go to him 

7926 Suppose he has gone to the joint stock bankei and foaled He 
comes to the Industrial Department of the Impenal Bank That Depart- 
ment will not nolle m water-tight compartments The Impenal 
Bank is r whole will then take up the proposition and it mac or it may 
not rgree to rdxance monoA on clean ciedit If it agrees to 
ad\ance mone\ on clean credit theie is no trouble, but if it 
doeb not then the expeits come rn \ud the real pomt is 
that on Ins advice the Impenal Bank goes up to Government 
rnd 5r\s ‘'now, will a ou m some form or other guarantee this advance?” 
Is that not so 1 — Yes 

7927 It Go\ eminent agree to gi\'e a St ite subsid\ Aihvte\ci the torni 
may be then oidy will the Imperial Bank finance the concern — Yes But 
the Impenal Bmk can always get the monej back through sealing the 
debenture bouds 

7925 'i om muu idea is that where the Impenal Bank comes to the 
conclusion that there is not adequate security on which it can give an 
advance it puts forward a scheme before Government and tells them if you 
wall provide State assistance of some kind or other a\ e can give the 
required assistance to these particuln industrial concerns and that will 
help in tiding over o difficult period md will ovoid going into liquidation — 
That is mv idea 

7929 Therefore it is reall\ the question of Government assistance 0 — 
Yes 
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7930 We now come to tlie nature of Government assistance Your 
idea about Government assistance is that the Imperial Bank having given 
the advance, the Government w ill replace these advances m the form of 
~a guarantee of the debenture Will Go\ eminent guaiantee interest 01 
capital as well on these debentures^ — I think guarantee should he foi 
capital as well as inteiest 

7931 Theiefoie if that guaiantee is for both capital and for anterest, 
is it substantially different from a Government loan 9 — It is exactly the 
same as Government loan 

7932 Tlieiefore the introduction of this complication of the debentuie 
bond is not really helpful It is puie and simple a case of Government 
loan ? — Canuot Government lend money out of their revenues 

7933 All Government funds are not utilised in the form of loans You 
are now confusing the issue with the State aid given to industries m the 
^provinces 9 — I am sori) 1 have not yet gone mto the detailed study of 
Government finances 1 have not had time to study these things although 
1 have been spending several hours a day to study banking problems m 
.this country 

7934 Government will have to raise money by loans It will compose 
of several items like lailways, nrigation, and for grant of casual assistance 
to industues, etc They will then decide how much money they should 
raise m the open maiket by way of loan to supply all these needs As 
your proposition is that Government should guarantee both the capital 
and interest on debentures, is there any difference between that form of 
debentuie and actual Government loan 9 — It would I think be slightly 
different inm a money market point of view I have not studied the 
system of Government finances 

7935 We fully realise the great amount of labour you have devoted 
to this subject If you had simply said that you have not thought about 
it I w'ould not have pursued this rnattei and it is only because you said 
that the Government should guaiantee the capital and interest on deben- 
tures that I had to puisue the matter Is it youi modified view then 
that mteiest should alone be guaranteed by Government 9 The Imperial 
Bank having floated debentures on the guarantee of interest bv Govern- 
ment wall try to pass those debentures in the open market Therefore 
in the course of 20 years, if it is a good proposition, these debentures 
will be coming into the market and then the point is that the Imperial 
Bank will have a certain liability If the concern is not good enough, 
“the Impenal Bank will not be able to pass the debentuies into the maiket 

Therefore before the Imperial Bank makes any recommendation it will 
have to be careful On the other hand if it is the tax-payer’s money pure 
.and simple the Impenal Bank may not be so careful The chances of 
Government losing that money (for which it guarantees capital and 
interest) would be much greater On the other hand if the Imperial Bank 
has a joint interest m the business, t c , even if the Government guarantee 
the interest, the bank cannot pass out those debentures into the market 
as people may be doubtful whether after the period of Government 
guarantee is ovei, say 20 years, that security may have any value in the 
market or not If you tell us what vour precise views are m this matter, 
I think we shall have practically finished — Originally I was against an 
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industrial bank I thought everything should be done by private enter- 
prise I now find that the Indian economic development can only reallyr 
be done with a certain amount of Government aid and I therefore came 
to the idea that an Industnal Eeserve Bank should be established for 
rendering assistance to the industries I had very little time to think over 
the whole thing I agree with your gieat expenence of Governmental 
affairs and I am now absolutely convinced that this part of my suggestion 
is wrong and I now think that the State aid should be given by meanB 
of loans to the Imperial Bank for the latter to advance industnal concerns 

7936 Therefore you advocate Government loans, pure and sample, 
m emergency cases > — Yes 

7937 You have said that you have changed your views I am now 
on this question of big industries May 1 suggest to you that your scheme 
will not go towards the development of big industries because according 
to your ideas the initial capital must be found fiom private sources or from, 
the share capital The woikmg capital should be found on some security 
which may be provided for and according to you it is only m emergency 
cases that you want Government to come to the aid of that already 
established industry by means of Government loans’ — Yes 

7938 I shall now proceed to small industries When you talk of 
small industries I take it you include middle sized industries Now I want 
to find out from you what you really mean by small industries? — Big 
industries w r ould be financed by the Government of India and the small 
industries would come undei the puiview of local Go\ernments 

7939 I request you to leave out of consideration the sphere of opera- 
tions of Cential and Provincial Banks and confine youiself to elucidating 
what you mean by small industries? — Small industries are things like a 
small flour mill, oil mill and such othei undertakings with small sums 
of capital 

7940 I should like to know from you vdiat your idea is about a 
small industry 7 ? — This Board vduch has to deal with the question of big 
industnal finances, wall have to decide as courts of law decide the question 
of jurisdiction 

7941 I am afraid it does not help to bnng m constitutional questions 
Would you allow the Imperial Bank to decide wliethei it is a big industry 
or small industry In fin case of big mdustncs, you refer to such indus- 
tries hke cotton textile mills, the jute mills or the iron and steel w 7 orks and 
so on I w 7 anted to know what you mean by small industries’ If you 
specify big industries and say everything else would come undei small 
industries, it is an undei standable proposition’ — It would be difficult to 
lay down anv hard and fast iule like that because if some other mdustiy 
has to be added to it then the Assembly will have to do so 

7942 Leave out the question of constitution for the piesent Ways 
and means would be found to do so If w 7 e puisue vour idea and if we 
lay dowm a list that list can only be foi the immediate futuie and if circum- 
stances require anv additions it w 7 ould be done That is not a matter 
with which you or T need concern ourselves ’ — The question is how will you 
discriminate between big and small industries I think you will have to 
make a limit m rupees with regard to the capital and other resources of 
the concerns m regard to this matter to differentiate between big and 
email industries 
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7943 Small industries according to your ideas represent industries 
whose capital nlus Deserve funds do not exceed certain limits, if the 
Committee pursues your ideas, they will have to work out details? — 
That is so 

7944 Dr Hyder On a point of procedure Seeing that you have 
withdrawn portions of your ongmal statement may I ask whether you wish 
to abide by it or do you want to abide by w'hat you have stated before 
us now orally? — -My ongmal memorandum stands as amended by my letter 
to the Chanman dated the 23rd September 1930 and my various peisonal 
statements amplifying the same 

7945 There ns no inconsistency I hope ? — It is foi you to judge I feel 
that Indian joint stock banks cannot be developed into such forms of 
European banks of the mixed type 

7946 Chairman You lefei to dozens and dozens of Indian joint stock 
banks that have failed and state that the only possible solution of a further 
development is the extension of the surviving big banks and the expansion 
of their operations and that you disapprove strongly of the idea that new 
banks should be established Do you still adhere to this view? — Absolutely. 

7947 And you are m favour of concentration of existing banks and 
not on new banks being started 9 — That is so 

7948 Mi Manu Subedar You said loans should be given by Govern- 
ment from the tax-payer’s money to industrial concerns "Would you 
suggest that these loans should be given to industries m cases of emergen- 
cies 9 — Yes, only m the case of emergencies 

7949 Do you suggest that these loang should be given to industries 
which aie established by foreigners m this country 9 — I am afraid I cannot 
answer that question 
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7950 Chan man You sua that fixed capital expendituie or block should 
in the first instance be met fiom shaie capital and latei, af necessaiy, by 
issue of long term debentuies You say however that industrial company 
debentuies are not as popular as they might be Other witnesses have also 
endorsed this view and further submitted that it is difficult at present to 
mobilise capital for investment m the shaie capital of industrial concerns 
In view of this would you kindly tell the Committee whethei m addition 
to the establishment of Investment Tiust Companies an} othei steps 
should be taken in older to mobilise capital foi such purposes? — I think 
the fust step towards mobilisation of capital for investment m mdustnal 
concerns should be m the dnection of putting those concerns on a footing 
which justifies an appeal foi capital fiom the geneial public Them aie 
today certain industries which have placed themselves m that position but 
as you know India is said to be at the beginning of an industrial eia It 
is ceitarn that many attempts aie being made to establish new industries 
or to enlarge the field of those existing and I fear there is no way of escap- 
ing the experience of othei peoples that the pioneers m such new ventures 
must be prepaid to lisle the loss of money befoie they wall leap the reward 
of then efforts, it is after that experience has been gamed that an appeal 
to the public is justified and I do not think that any true Investment 
Trust or Industrial Bank would considei appeals for capital, before that 
stage has been leached, as business propositions New industries are a 
field for private enterprise and m India as elsewhere it is a difficult matter 
to place them in a position m which an appeal to the public can be made, 
but once that position has been reached capital will not be found wanting 
as has been proved m the case of well established forms of manufacturing 
activity The State Aid to Industries Act might be used m the earlier 
stages to give support but I would prefer to leave the matter to private 
enterprise which is more hkelv to lay sound foundations I think it is true 
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that; Investment Tiusts and Industrial banks follow the establishment of 
mdustnes, they dc not create them 

7951 You say that the practice of financing block expenditure fiom 
deposits from the public has on difteient occasions been a souiee of :m- 
banassment during penods of depression and cannot bo recommended It 
has however keen pointed out to us by the representative of the Ahmedab.td 
Millowners’ Association that the system has been put to test for the last 
25 veais and has succeeded so fai and that so fai as one can &ee, no change 
need be made m Ahmedabad May I take it theiefoie that your sugges- 
tion that the piactice cannot be recommended lefers only to its adoption 
as a universal practice and that wheie it has been a success, you would 
not lecommend its discontinuance 0 — I think the finance of industrial >on- 

„ cems by means of deposits is fundamental^ iviong It is fan-weather 
friepd and the 25 gears’ experience in Ahmedabad, successful as it has 
been, does not get ovei the fact that when bad times come as come they 
must the deposits aie a senous danger m that they aie liable to be with- 
drawn Thej pi event the supply of banking and debentuie capital because 
the cieation of charges ovei the assets of the cornpam wmuld result m ihe 
withdrawal of the deposits, and naturally the wnthdiawal of deposits will 
probably only take place under conditions winch wall make other; lenders 
chair of giving loans Also rnteiest on the deposits must be paid wlieieas 
the shaie capital m place of wducli thev are used could go without its 
' dividend if necessary 

7952 We were t-old by the representatives of the Millowneis’ Associa- 
tion of Ahmedabad that the piactice has recently been started by wdnch 
the managing agents take long term deposits — 7 \eats is the penod generally 
mentioned The first part of your objection was based cn the undesirability 
of applying short teim deposits to capital expenditure and theieby leaking 

‘the money for a long penod If these deposits could be made into long 
term deposits, would jour objection still apply 0 — Yes, of couise it is modi- 
fied to some extent bv the fact that they are long term deposits, but even 
so, I think, that deposits wdnch aie reallv taken to take the place of 
•shaie capital aie objectionable on the grounds which I have alieadv 
indicated 

7953 If these long term deposits were intended to take ( the place of 
debentures, would \our objection still apply 0 — Even such a term as 7 yeais 
is too short If they are going to take the place of debentures, they 
should be foi a much longei peiiod 

7954 Eoi what penod m vour opiuion would these long term deposits 
be to make the transaction a safe rne° — -I think 25 vears w r ould be a reason- 
able teim foi a debentuie issue and I would apply that period to deposits if 
the/ were intended to take the place of a debenture issue 

7955 So m youi opinion the terms of the debentures should be 25 
yens? — That is a reasonable period 

7956 A smaller penod like 10 or 15 or 20 years would not be a 
reasonable period 0 — I do not think 10 years is long enough 

7957 But iou would not object to such a period as 15 to 20 years 
though you would prefei 25 years 0 — Yes 

7958 Sir Purshotamdas Thakurdas Where there are 10 year deposits 
thej would not serve the purpose of the debentures m your eyes 0 — The 
debentuie has a definite mortgage o\er the property while the deposit 
has no specific security whatever 
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7959 To that extent is it not an advantage to the borrower, if you 
can get 10 year deposits instead of 10 year debentures from the point of 
view of the borrower, it is bettei to take the deposits? — On that ground, 
■vest 

7960 If lately a practice has developed to issue 10 year debentures, 
you do not think that that is as good as a debenture which would serve- 
the purpose of the mdustiy conectly, namely, for 15 oi 20 years’ term? — 
No, foi it is impossible that the debenture can be ledeemed in 10 yeais 

7961 Chairman As regauls the establishment of Investment Tiust 
Companies, would you kindly explain to the Committee what practical steps 
should be taken for the establishment of such companies? — The true In- 
vestment Trust is the association of expeit financiers and industrialists of 
the highest standing opeiatmg very often m a world wide field They 
can only be successful when the knowledge, experience and ability which 
time alone can pro\ide is available m combination with integrity and their 
organisation should in my opinion be left to the initiative of the class I 
have mentioned 

7962 Are you aware of any such attempt being made in the past and 
with what result? — X am rw'aie of only one or two Investment Tiusts 
which have been or are operating in India In every case except one they 
were private concerns on a small scale and their results vary m accordance 
with the energy and ability put into their management and the opportunities 
offered The exception was a concern in Rangoon floated during a boom 
m shaies about 1908 — m the absence of the characteristics mentijned 
earlier the concern w r as not a success and had only a short life 

7963 You say that the Indian investing public ptefei a security w'hich 
gives a prospect of capital appreciation Do you think this is a peculiar 
trait of the Indian investor, which is not noticeable in investors in other 
parts of the world? — No In every country there are investors wdro prefer 1 
a steady assured income and others who prefer the prospect of an increasing 
return and consequent capital appreciation or a capital appreciation which 
may be due to stock exchange operations I am inclined to think however 
that the element of speculation has a great appeal to a large proportion 
of Indian investors — possibly a laiger proportion than elsewhere 

7964 Could you kindly tell the Committee from what classes investors 
in industrial undei takings are drawn in India? — Investors are drawn fiom 
a veiy wide field from independent Pnnces to the clerical worker in the 
cities I doubt that the ryot oi puie agiicultuust is much interested, but 
the Calcutta and Bombay Stock Exchanges could give you reliable infor- 
mation on the point 

7965 You sav that loans from banks aie usually secured bv a chaige 
over stocks accompanied by the guarantees of tlind pnities It has been, 
suggested that it is lather tnreasonable on the pait of banks to insist on 
additional guarantees by third paities in cases wheie loans are already 
secuied by a charge over stocks Could you kindly tell the Committee the 
reasons foi asking for such additional guarantees on the part of (11 the 
Impenal Bank of India and (2) othei joint stock banks ? — In cases where 
a pledge on stocks is given it is not usual to requne the guarantees of 
third parties A 'chaige’ however is a very wide and elastic terra which’ 
embraces pledges hypothecations, hens, mortgages equitable and registered, 
etc , and according to the ideas of the individual the term may refer to 
any of them, although the security given by each may be entirely different^ 
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So far as the Impenal Bank is concerned a guaiantoi is only required when 
the so-called chaige is not a sufficient secunty m itself I cannot say wdrat 
reasons move other banks m the mattei 

/Q66 The Committee have been mfoimed by some witnesses that re- 
cently there has been a stiffening m the policy ot the Imperial Bank m 
regai d to the grant of financial facilities to industries m Bombay Could 
you kindly tell the Committee wdiethei this is a fact and if so, to what 
causes this policy is attributable 0 — The policy of the Bank has not changed 
>n any way The witnesses referred to probably confuse policy and the 
application of that policy In this ease piudent banking obviously lequnes 
that wdien an industry leaches the state in which the Bombay mills aie nowy 
supervision of advances should be alert both m the interests of the mills and 
of the Bank itself 

7967 As legaids advances against autkon&ed securities you say that 
they are usually given at the Imperial Bank rate Would you kindly tell 
the Committee m what circumstances the usual late is departed from 0 — 
The time of yeai, the natuie of the advance (loan or cash credit), and of 
the security, the presence of a minimum interest clause, the v'olume tf 
business, are conditions or cncumstances under which the usual late may- 
be departed fiom 

7968 You say that the requirements of industrial companies wuth 
regard to floating capital foi stock and other lesouices required have been 
met freely by banks in the past according to the credit of the borrower 
The Bihai and Orissa Committee categorically deny that the Impenal 
Bank and joint stock banks play an important pait m financing the indus- 
tries m that province The Bengal Committee also say that sufficient, 
credit facilities are not at piesent available from banks wdnch do not usually 
entertain any proposals for making advances eithei against block oi against 
stock of raw matenal or finished goods Could you kindly tell ohe Com- 
mittee the part played by the Imperial Bank m financing industries m the 
various provinces 9 — This is a veiy long list, Mr Chauman, as you wish, I 
will read it out or hand it m We have advances m many ways, m the 
way of discounting bills, cash credits, loans , we remit money and w r e buy 
demand drafts or bills m connection with a long list of industries which 
are detailed here (in this list) under each province (Attached as appen- 
dix ) 

7969 Those are the principal duections m which you afford assistance? 
•*— Yes 

7970 You say that m your opinion industrial banks would not be a 
success m India at piesent You seem to emphasise the woid “at present”, 
as later on you refer to the present stage of development m India Would 
you kindly explain to the Committee your reference to the piesent stage of 
development and why you think there will be little likelihood of the invest- 
ing public having confidence m industrial banks 9 — I would like to letei to 
my answer to Question 7950 which deals with this mattei 

7971 It has been represented to us by vanous parties that under 
present conditions it is difficult for Indians, particularly m the case of 
sound middle or smaller sized concerns like lice and oil mills hosierv and 
match factories, soap woiks, etc , to raise adequate capital initially by 
shares, etc , to piovide the whole of the block and the woiking capital, 
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before goods can be produced and made available for hypothecation, and 
that if financial lesources Avere available even foi a limited penod of, say, 
tavo yeais on the secunty of block oi of a guaiantor, the establishment 
and development of such concerns vould be facilitated Would you kindly 
favour the Committee with youi views on the subject’ — There ,s no dis- 
puting tiie fact thai if funds were available foi say 3 a ears on the secnutv 
of block, the development of such concerns Avould be facilitated But I 
think that these neiv mduslties such as soap Avoiks, match factones should' 
leally be the subject of pnvate enterprise before thev go to the public for 
support 

7972 The point is this they piobably begin as a result of pnvate en- 
teipnse, but the private financiei begins by supplying a poition of the 
funds, then the amount of money is exhausted and the concern wants 
some moie funds before it leaches the stage of production when it can 
produce the goods Avlnch are available for hypothecation, at that stage it 
wants accommodation for sav 2 oi 3 yeais and it is m a position i,o produce 
the secunty of the block or of a guarantor" — Until they are at the produc- 
ing stage, they ought to supply it fiom then private resources 

7973 If mdustnal banks aie established, you are of opinion that thev 
should not take shoit term deposits It has been suggested that mdustnal 
banks should finance not only block capital but also meet the requirements 
foi AAOikmg capital in special cases, and that from this point of v.cav it 
might be necessaiy foi the mdustnal banks to atk act shoit term deposits 
also Do you agiee with tins suggestion, oi Avould you restrict the opera- 
tions of the mdustnal banks to adAances for block capital only, leaving 
the finance leqmied for working capital to be supplied by existing com- 
mercial banks’ — It is possible foi an industrial bank to finance both block 
capital and AA'Oikmg capital by means of combined long term and short 
teim deposits, but the risk of confusion between the Iaao is such that I 
prefer to have them entirely separate m different institutions Avhich 
specialise m their particular forms of finance 

7974 It has been suggested that after the creation of the Reserve Bank, 
the Imperial Bank should be converted into an industrial bank, empowered 
to raise debentures for fifteen to trventy times its capital and >eservp, 
invested with the other features of that institution and directed to work 
the change that is, fiom a commercial bank into an industrial bank 
by an easy transition The leason is this the industrial banks, to be 
successful require fiist a staff of administrators aaIio are acquainted with 
the business world thoroughly and who know the individual businessmen 
and the conditions of each industry and on the staff of the Imperial Bank 
you have a body of men who have known the Indian business Avorld so 
thoroughly that foi them to shift fiom one branch of inland banking to 
another is an easv matter Of course it is a great compliment to your 
Bank’ — I think that if any such pioposal was made, the shareholders of 
the Bank would have to consider whethei it Avould pav them bettei to 
become an mdustnal bank or to continue as a commercial bank 

7975 That aspect of the question I fully realise I Avas only' tivmg 
to obtain your personal view's about it If hoivever you piefer not to my 
anything on the subject, you are at perfect liberty to do so’ — I Avould 
rathei not say anything more than that 

7976 You say that the requirements of expoi teis and impoiteis appeal 
to be well met Are you aAVare of any complaints that Indian expoi teis and 
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imp oriei s do not secuie the same facilities that non-Indian exporters and 
impoiters are able to obtain? — I am aware of such complaints and I have 
gone into the matter eaiefully over some years The conclusion I have come 
to is that irrespective of nationality 01 race traders of equal standing and- 
reputation leceive equal facilities and teims 

7977 Chairman You say that traders of standing and repute have little' 
difficulty in making anangements for finance Would you kindly cvplaur 
to the Committee the means employed by banks to ascertain the standing 
and lepute of traders ? — Banks have their own intelligence departments 
which, by watching maikets and the operations of dealers m those markets, 
by the leceipt of information, from the many sources open to them, con- 
fidential and otherwise, by the observation of individuals by trained observers, 
by the examination of books and balance sheets and the summing up of 
the information so received by the officers of the bank, arnve at their 
estimate of the credit that should legitimately be granted 

7978 You aie satisfied personally that arrangement operates 
equitably to all classes of customers? — Yes 

7979 You say that the present practice of releasing goods on trust 
receipts is sound so long as it is honestly carried out with piopei precau- 
tions and that any restrictions which w T ould have the effect of prejudicing 
the position of subsequent holders m due couise of the relative, goods, or 
the sale pioeeeds of such goods would be a definite danger and hindrance 
to trade Would you kindly explain to the Committee what restrictions 
you have m mind? — The lestnction I have m mind is any such as would 
enable a creator of the trust to follow the goods or the proceeds of the goods 
to the prejudice of a holder m due course because of a breach of trust by 
the trustee 

7980 Would it be possible foi you to pursue the mattei further by 
gyving us some specific instances? — I take the case, which isj quite a 
common one, of an impoiter who accepts a bill woth documents deliverable 
on payment of the bill It is quite a common practice for the documents, 
which are equivalent to the goods, to be delivered befoie payment on the 
execution of a trust leceipt by the acceptor, i e , the importei That trust 
receipt has a gieat many conditions which of course operate as between 
the importer and the hol'dei of the bill The importer so comes mtc pos- 
session of these goods as a trustee If he sells the goods m bieach of that 
trust to an honest buyer, I do not think that the bieach of trust should 
act to the prejudice of the honest buver 

7981 The Bengal Committee have pointed out that in mofussil centres 
there is no arrangement by which goods can be offeied as security foi loans 
They have added that ceitam joint stock banks of Calcutta used to advance 
a few yeais ago on the security of the stock of the aiutdais and that even 
to-day the Imperial Bank lends m that way to some Euiopean houses, 
but that so far as the Indian merchants are concerned, those facilities 
have ceased to exist It is said that the aiatdais have consequently to 
borrow on their peisonal ciedit to make advances to the owneis of goods 
stored m their aiats Would you kindly tell the Committee whethei the Im- 
perial Bank carries on such loan operations m the mofussil on the ncunty 
of goods stored m godowns and whether they make any disci irmn alien *n 
the manner pointed out by the Bengal Committee between Euiopean houses 
and Indian mei chants? If so, would you kindly tell the Committee to 
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what cause this state of things is attnbutable 9 — The Imperial Bank does 
eauy on such loan opeiations in the mofussil and is always prepaied to 
advance to parties of suitable standing provided the goods are approved 
and storage is satisfactory Tkeie is absolutely no discrimination made by 
us between European and Indian 01 othei merchants I may say that the 
Euiopean stoiage is, as a rule, much better than that of others 

7982 But would that be a consideration in the minds of the bank 
authorities m lefusmg a lequest from an Indian customer provided that 
the stoiage accommodation is satisfactory, though it mav not be as good 
as that pioduced by a European customei ? — If tlie storage accommodation 
is satisfactory, the fact that it is not quite as good as another person’s, 
European 01 anybody else, uould not have the slightest effect 

7988 You think that it diafts drawn for the finance of goods dunng 
transit between the inteiior and a port (oi any other station) were tieated 
as demand drafts for the pui poses of stamp duty, the finance of golds in 
transit would be simplified You also say that m India the period of transit 
is considerably longer than 3 days Would you kindly suggest the maxi- 
mum period foi diafts diawn for the finance of goods which should be 
treated m India as demand diafts for purposes of stamp duty?— I think 
15 days would meet the case 

7984 You say that you aie m agieemenfc with the answer of the Bengal 
Chambei of Commerce to question 3 under Regulation of Banking The 
Bengal Chambei of Commeice eonsidei that tlie allocation of profits to 
dividends should be restricted by the obligation to set aside adequate sums 
foi leserve fund Would you kindly tell the Committee what rum jou 
eonsidei adequate for being set aside to form the reserve fund 9 — 1 Tins must 
depend on the circumstances of each ease As a general rule, I think 25 
per cent would be enough This is m addition to full provision for bad 
and doubtful debts and depteciation on assetb 

7985 The Bengal Chamber also suggest that tlieie should be lestnc 
tions against banks taking up outside business Would you kindly tell the 
Committee how you would mterpiet "outside business"? — By 'outside 
business’, I understand, is meant business which is not within the legiti- 
mate and recognised field of banking opeiations If I remembex correctly, 
the memorandum and articles of association of many banks registered m 
India- m lecent yeais empowers the concern to undertake practically ary 
business 

7986 There again I think you have used the expression ‘legitimate bank- 
ing business ’ Would you kindly define what you call ‘legitimate banking 
operations’ 9 — I think I could do it easier by telling you what is not 
legitimate A bank which conducts a nce-millmg oi floui-millmg busi- 
ness, oi winch operates a light railway, would be going out of its legitimate 
function 

7987 You mean one that has actually stalled trading opeiations? — 
Yes 

7988 You would not object to the bank advancing money to any of the 
concerns you have mentioned on adequate secunty 9 — No 

7989 You say that the business of co-opeiative banks should be con- 
fined to co-opeiative banking and that they should not be allowed to com- 
pete m other foims of banking with eommeicial banks or indigenous 
bankers Would you kindly tell the Committee whethei eo-opeiative banks 
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;at present do actually compete m other forms of banking and if so in what 
direction 9 — They do not compete at present to any gieat extent But 
there is a considerable body of opimon among those interested m the Move- 
ment that they should undertake all forms of banking Cunent account 
business, in so fai as it attracts funds to the banks foi the use of these 
societies is legitimate, though theie is an important consensus of opinion 
that the banks have not the necessaiy know ledge 01 organisation safely to 
undertake it and that demand deposits are not desnable considering the 
present lock-up of business m the co-operative banks The foims I had 
particular!} m mind were the puichase of drafts and sale of remittance to 
which I have referred m my w litten answers 

7990 On these two specific points I may have to ask yon some fuithei 
questions on youi written answem, but for the present I shall leave it at 
that and, if any of my colleagues want to pursue the mattei, they might 
do so 

7991 You say that foieign banks operating m India may be requned to 
obtain a license from Government, but that once a bank has obtained a 
license it should not be possible to withdraw it so long as the bank complies 
with the law Would you kindly explain to the Committee what law }0U 
are referring to 9 — I lefer to the law undei which the license would be 
granted and the pronsions m the Joint Stock Companies Act relating to 
foreign companies operating m India 

7992 You say that no special regulations need be prescubed foi govern- 
ing the operations of such foreign banks Is it youi intention that the law 
which governs the ]omt stock banks m India should govern the operations 
of foreign banks also 9 — Yes, m so far as they can be applied to ioieign 
banks 

7993 You say that the conditions under which licenses would be gianted 
•should not include any wdnch w T ould restiict the fiee suppl} of banking 
capital and the facilities which are available from this souice I take it 
therefoie that you are not m favour of placing any restrictions on the receipt 
of deposits by the foreign banks m India or in any w 7 ay lestrictmg the 
facilities now granted by these banks to exporters and importers, whether 
Indian or non-Indian 9 — I am not m favour of any restrictions such as those 
mentioned 

7994 You say that amalgamation or reconstruction is a matter of arrange- 
ment by the propnetois (shareholders) and creditors It has been suggested 
that the expert advice of a Central Banking Institution or of a Bankers’ 
Association in the countrv might be useful m legard to this matter, 
although the final voice should be left to the shareholders and the credi- 
tors Would you kindly state your views on this suggestion 9 — In practice 
the expert advice of the Central Banking Institution would be, and m fact 
has been taken m such matters In the absence of a Bankers’ Association 
m this country, I am not prepared to say wdiethei or not the opinion of 
any future one should be taken The present practice is satisfactory 

7995 You say that there is no co-oi dination of effort between banks 
•and umveisities Do you think that such co-ordination is necessaiy and 
desirable 9 If so, will vou kindly suggest what steps should be taken to 
buna about such co ordination 9 — I think co-ordmation is most desirable 
and that steps should be taken by the Institute of Bankeis to anange foi 
univeisity lectuies and courses of instruction m all subjects included in the 
examination of the Institute 



7 1<96 You say that staff officers of youi bank aie-now to an increasing 
L , (_ n t bcug promoted from tiic Assistants trained m the Bank under the 
Probationers’ scheme Would you kindly give an idea of the proportion 
o- direct recruitment and promotions to the staff officers’ posts at present 
and v bother it would not now be possible to stop lcciuitment m England 
for those posts 9 — It is not possible to stop recruitment m England, because 
there is not a sufficient supply of suitable men available m India Direct 
recruitment from London and fiom the staff m India lias been as 
follows — 
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7997 It has been suggested by the Bombay Provincial Banking Com- 
mittee that the Imperial Bank should embaik on a moie vigoious policy 
of Indiamzaiion m the neat futuie, particularly m piomotmg Indians to 
higher and moie lesponsib’e positions wuth a view firstly, to reducing the 
cost of management and secondly, piovidmg a personnel that understands 
the language and is conveisant with the life and habits of the people among 
v. bom business is to be conducted Have you any observations to make on 
this suggestion 9 — A vigoious policy of Indiamzation is being pursued 

7998 You say that the clencal staff of the Imperial Bank of India is 
usually selected fiom young men who have just left school It has been 
pointed out that there are vaiious commercial schools m the provinces 
w-hcie elemental y commercial education is imparted Would you kindly 
slate w hethei it would not be advisable to give preference to candidates 
from such schools for appointment on the clerical staff of your Bank m the 
same way as you give prefeience to candidates having banking degiees for 
appointment as probationers 9 — The clerical staff is recruited m the different 
localities m which we are established We engage the best available and 
pay due regaid to the education, commercial or otherwise, of the candidates 

7999 You suggest that young Indians of exceptional ability and possess- 
ing high qualifications w 7 ould benefit by special training abroad Are you 
here rcfeirmg to bank employees 9 — Would you kindly explain what yon 
mean by high qualifications 9 — Yes, I am referring to bank employees only 
The high qualifications I have m mind refer to character, initiative, ability 
to deal with and judge men, the extent to which advantage has been 
taken of the bank’s training and whether temperament and intelligence are- 
such as would benefit by foreign experience 

8000 I suppose your idea is that the selection should be made by a 
sort of Bond 9 — The selection w 7 ould be made by the authonties of the 
bank 

8001 As the tiammg w r ould he confined to bank employees and the 
c* lemon would be made In the bank authorities, the bank will pay for 
the special training 9 — Yes 

8002 You suggest that younger members of the indigenous banking 
fann ies mav he encouraged to join joint stock banks I take it tliat it 

lour intention that the semoi members should continue their indigenous 
banking business Would you kindly tell the Committee whether theie is. 
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any competition between joint stock banks and the indigenous bankers m 
any line of business, ' and if so whether it would not affect the feasibility 
of youi pioposal? — I think there must be such competition, but I do not 
think that would affect the feasibility of my proposal 

6003 You say that the absence of tiaraed men is one of the many 
factois to which the slow development of banking m India may be attri- 
buted Will 3 r ou kindly tell the Committee of some of the othei important 
factors you have m mind? — The social organisation of the people which 
results m extravagance and debt m connection woth marriages, births and 
deaths, the low standaid of elementary education, the past history of the 
country which made hoarding and the ownership of land the safest method 
of retaining wealth, the loint family svstem which does not encourage per- 
sonal initiative and ambition, the extent of the country, absence of big 
centres and the self-contained nature of the village communities 

8004 You refer to the i e-organisation oi the co-opeiative banking, 
system on lines acceptable to the commeieial banks Would you kindly 
explain your suggestion a little more fully ? — I w r ould lefer you to my 
answei to question 8466 on the Piouncial Committees’ repoits I do not 
see how the lequnements of sound banking can be met unless the societies 
and banks confine themselves to seasonal loans lepayable soon aftei haivest, 
as it is only such loans that aie leally liquid and can be easily w r atehed 
and conti oiled If this conflicts with the idea of co-operation I contend 
that except m very few areas the spmt of co-operation is non-existent I do 
think that banks and societies of this nature may do real good whether 
called co-op er at .ve or not 

8005 You also refer to the “commercialising” of the indigenous bank- 
ing system Would you kindly develop this idea also a little furthei for 
the benefit of the Committee? — By commeicialismg the Indian indigenous 
banking system I mean bringing that system moie into line with customs 
and practices of cbmmercial banks and houses, c <j , m the matter of audit 
and accounts, publication of certified balance sheets, use of bills and 
cheques, the necessity for the prompt payment and receipt of monies and 
the conduct of business strictly m accordance wuth legal requirements 

8006 You say that usance bills should be encouraged for the finance 
of village bankers by shroffs Will you kindly explain whether it would be 
possible to identify such bills with goods either stoied or m transit and if 
not, whether the shroffs w'ould be able to discount such bills with banks 
to provide themselves wuth further finance, if needed? — In the absence 
of satisfactory documents of title, I do not think it would be possible to- 
identify such bills with any particular goods, but if such bills weie 
introduced and the parties thereto showed themselves woithy of credit, they 
would m course of time be discounted by banks 

8007 Would you kindly explain why you think bills with mixed dates- 
of maturity would be unsuitable for use in the finance of the cultivators 
by the village bankers? — Because m the nature of things the cultivatoi must 
depend on sale of his crops in order to pav his bills The sale of the crops- 
must depend on the season, wdieieas the bill’s maturity is fixed and renew a^ 
are both expensive and disliked bv discounters 

8008 But it would not be difficult to fix the date of the maturity of 
bills until reference to the probable date on wduch the crops would be- 
brought, on to the market for sale? — You could fix it approximately, but 
very often the harvest of the ciops vanes considerably 

8009 You would always piovide for a safe margin? — Yes 
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8010 You sa> that m the case of eleaiing houses, the position of the 
Imperial Bank and that of the Association of Cleaung Banks should be 
moie eleaily defined What is the piesent position of the Impenal Bank 
in this lespect and how would you like the position to be impioved 01 more 
clearly defined 9 — Ever 3 cleaimg house should be conti oiled by a body 
which some usually call the Cleaung Bankers’ Association This body 
should be mcoipoiated and have its own rules and it should manage the 
clearing house m every detail , it should have its ow n banker as should every 
member In India such a body has never been formally embodied, its func- 
tions having been largely peiformed by the Impenal Bank or its piedeces- 
sors There has thus been confusion and not infrequently it has appeared 
that othei banks have regarded then accounts with the Impenal Bank as 
being nothing moie than a part of the clearing house and a means of 
settling their differences m the clearing They appear to have overlooked 
that m addition to the balance requned to meet their cleaung differences 
then balances should cover the work involved as in the case of an ordinaiy 
constituent and also the cash reserve wdnch wo must maintain to meet the 
requirements of all their constituents In the interests of all concerned, 
I think Associations of Clearing Banlcs should be mcorpoiated as soon 
as possible Another important reason is that in its present position the 
Imperial Bank might possibly be held solely liable m cases wheie the 
true liability rests upon all the members using the clearing house 

8011 In legaid to the development of the bill maiket m India, it lias 
been pointed out by one witness that the chaiges for drscountmg are rather 
hrgh at present and rf they could be lowered, it would facilitate the use of 
bills The following case w r as quoted to illustrate this point of view If 
goods are sent from place A to place B and if the bank m place A has not 
got a blanch at place B, a higher commission has to be paid to the bank 
at A to discount the bill, as that bank, not having a branch at place B, 
has to get it done through anothei bank to whom a commission has to be 
paid It has been suggested that this difficultv could be solved if there 
were some anaugement between the different banks whereby business 
could be done b\ chaigrag one commission only bv the bank wdnch first 
negotiates the bill and that the establishment of a clearing house for hundis 
m all provincial capitals would secure this end Would you kindly favour 
the Committee ^ ith your view's on this point? — Before I could express any 
views on this point, 1 should like to have full particulars of exactly what 
a clearing bouse for hundis m all provincial capitals means 

8012 As I understand it, a clearing house for hundis would operate m 
the same way as a clearing house for cheques if one were established at 
each provincial capital 9 — I do not think that would get over the difficulty 
of discounting bills domiciled m places wheie there is no blanch of the 
discounting bank 

8013 Mr Lamond I think the suggestion was that the bill would be 
taken up by a bank with a branch where the bill w r as payable 9 — In that 
case I think the branch would still require some tremuneiation for collecting 
the hundt 

8014 Chairman It was suggested that m a case of that sort no addi- 
tional remuneiation would be necessary You do not think so? — No 
before expressing a definite opinion, I would luce to know' how a clearing 
house for hanchs is going to woik 

8015 In the same way as an oidmary clearing house for cheques If 
you piefei to think about it and let us have your views later on, that 



would suit us equally well 9 — In that case I would like to have full particulars- 
of this proposal for a clearing house for hundis 

8016 We will ask our Secietary to write to you what is precisely meant 
' by this and you could kindly send us an answer? — Yes 

8017 Sir Purshotamdas Thakurdas Is it the idea to have a clearing, 
house for hundis that pass thiougli banks alone 9 — (Mr Lamond Yes,. 
hundis passing through banks but drawn on private pait es) 

So then the question of charge will lemam as the bank will have to 
employ it§ staff for this business I wonder why there should be no 
charge 

(Mi Lamond The idea seems to be that this work will be done by 
banks for their mutual benefit and accounts will be adjusted latei on) 

Mr Bucldcy The wdiole thing will be s.mplified by the charge being 
shaied by the two banks that aie concerned, i c , by their sharing the 
charges equally 

8018 Chairman It has been brought to the notice of the Committee 
that the concessional rates of remittance given to joint stock banks by the 
Imperial Bank is restricted to remittance between places where the joint 
stock banks have branches and that if a joint stock bank has to remit to 
a place where it has no branch, the lates usually charged to the pub ic are 
charged to the bank also It ha3 been suggested that this concessional 
rate should bo given in all cases Would you kindly tell the Committee 
if you are m favour of this suggestion and if not, what aie the reasons for 
opposing this suggestion? — As legards lestnction to cases where the bank 
has branches m both places, the intention is that this remittance facility 
should be given to the bank for moving its own funds from one place 
to another, that is from one branch of the bank to its own branch m 
another place and the reason for the concession is the large volume of 
business involved As regards the second suggestion, the reason stated 
does not exist in such cases and the reduced lates w 7 ould not be profitable 
to u& 

8019 Chairman And theiefore this is a conditional concession, you 
say 9 — Yes 

&020 What are your views m regard to the giant of additional conces- 
sion ? — The reason foi the original concession does not exist 

8021 May I take it that your view 7 would be that this would interfere 
with the existing income of the bank and theiefoie would be unacceptable- 
to the Impenal Bank authorities 9 — -It would undoubtedly affect our 
position 

8022 It has been brought to the notice of the Committee by 7 one banker 
that when the Impenal Bank is given bills foi collection by othei banks, 
it does not make any difference in the lates of discount between bills in 
respect of which the value is ci edited immediately and those m lespect 
of which the value is not lequired to be credited until it is realised and 
remitted Would you kindly tell the Committee what is yom practice m 
this matter 9 If you would piefer to send a wuitten answei to this question, 
that w 7 ould satisfy me, I presume you may not have all the practices before 
you? — Normally, cur charges aie the same m both cases 

8028 You aie aw 7 are that the Hilton Young Commission lecommended 
that the Impenal Bank should be freed altogether from the restrictions 
which its present charter imposes on it as soon as the Reserve Bank is 
established Sir Norman Murray giving evidence befoie the Commission 
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-said that “the restriction on exchange business debars the bank from what 
is a very profitable business’’, and suggested its lemoval as it impaired its 
profit earning capacity You also know that the Imperial Bank of India 
Amendment Bill which was introduced into the Legislative Assembly m 
1927 alon" ruth the Reserve Bank Bill provided for the lemoval of this 
restriction°on the foieign exchange business of the Impenal Bank It has 
however, been suggested by one witness that exchange banking is' a highly 
technical mattei' m which cxpenence counts foi a gieat deal moie than 
people imagine, that the staff of the Impenal Bank is ill-fitted foi such 
a ventuie and that it is not tlieiefoie desnable to iemo-ve the restriction 
on the foieign exchange business now imposed on the Imperial Bank Will 
you kindlv favoui the Committee with your view q on this suggestion? — I 
quite ngiee that exchange banking is a highly technical matter m which 
cxpenence counts a great deal Also that the piesent staff of the Imperial 
Bank is not fitted foi such a routine, but I do not think that eithei oi 
these two reasons is sufficient to debar the Imperial Bank from undei- 
1 along exchange business T Hunk the Impenal Bank authonties are quite 
v/ise enough not to attempt an\ invasion into the foieign exchange market, 
until they have a staff which has been trained and which has the neces- 
sary expenenee 

8024 Mi Buchlei/ In answer to the Chairman \ou gave as one of the 
means by which banks m India can aseeitam the standing and lepute of 
tiaders, the submission of balance sheets You mentioned that as one of 
the many means and theiefoie the Committee might think that all the 
means ueie equal In the case of Indian firms, is it customary for 
them to keep thou accounts in such a foim and piesent piopeily audited 
balance sheets’- In fact we have been told by witnesses that Indian 
tiaders aie rerv leluctant to exhibit their position and standing m such a 
way Could vou kmdh give the Committee the cxpenence of the Impenal 
Bank m legard to that point 9 — I admit that Indian firms aie verv reluctant 
to disclose then actual state of affairs by means of pioperly audited balance 
sheets 

8025 Iuom voui expenenee is it an exceptional oi a geneial practice 
followed by Indians’ — I think it is exceptional foi Indian firms to submit 
piopcrlv audited balance sheets 

8026 On the question of tiust receipts you propounded the method of 
using this form of ciedit It ismgieed by everybody that it is a veiy easy 
and cheap form of ciedit, but unfortunately we have known of so many 
instances m the past wheie the leceiver of this form of ciedit has abused 
his poweis and it has been suggested that m future, as a deteirent, such 
abuse should be made a cnmmal offence Do you think it is a good 
idea ; — I -would like to consider that suggestion carefully before agreemg 
to it 

8027 Mi Manu Subcdar Could you please spve us details of Indian 
and Euiopean reciuitment of the officer class during the last few years for 
each cncle’ — The figuies are obtainable and we shall send them' on to the 
Committee 

8028 What is the standing of the three most senior Indian officials in 
the Bank and when can any one of them be expected to leach the position 
of Secretary^ either m Madras, Bombay or Calcutta? — 

Witness Mr Chanman, before I answer any of these questions 1 
would like to ask whether they come within the terms of reference of this 
Committee ’ 
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Chav man I have gone tlnough the list of questions which Mr Mams 
Subedai has piepared and which he pioposes to put to you I find that 
seveial of them do come in. duectly undci the puiview of this Committee 
About otheis it is a question of asking foi mfoimation and it is perfectly 
open to you to take exception to supply mg anj mfoimation Some of his 
questions m the first pait mostly lefer to Indiamsation and the question 
of extension ot blanch banking They may be peitment fiom this point 
•of view Questions have been placed befoie this Committee m which it 
has been suggested that the opening of blanches alieady opened by the 
Imperial Bank and the opening of fuithei flesh blanches may not be m the 
mtciests ot the development of banking m this countiy On that point I 
ca nn ot expiess an opinion As I nndeistand it, Mi Manu Subedai ’s ques- 
tions are leally intended to elucidating mfoimation which he may wnnt to 
use m connection with the discussion of that paiticulai question m Com- 
mittee I do not want to gi\e vou am fuithei hints You may give your 
answcis %ei> siioit.ly if vou please, but it is a rnattei foi you to decide 

11 if 'less Then, 1 piefoi not to answer this question of Mi Subedar 

8029 Mr Manu Subedai Is the appointment of Managing Governor 
made subject to the approval of the Government of India, oi is it made 
by the Government of India 9 If it is meieh subject to the approval of 
the Government of India, lias the Board of the Impenal Bank ever dis- 
cussed the question, oi the possibility, of an Indian being Managing 
Governoi 9 Seeing the intense dosue of the Indian public m this dnection, 
what would be the earliest oppoitunil\ m yoiu opinion, when such an 
appointment wall go to an Indian 9 — M\ answei to this is that the appoint- 
ments of the Managing Govemois aie made by the Government of India 
and theiefoie the lattei pail of the question does not anse 

8030 Chairman I might point out to you that ^our answei is not 
complete, because undei the Impeiia] Bank of India Act, the appointment 
of Managing Govemois is made by the Governoi General m Council on the 
recommendations of the Central Board ot the Impenal Bank So far, 
geneiallv speaking, the appointments of Managing Govemois have been 
made from among the staff of the Bank Is it not so except m one 
case? — -With one exception appointments have been made from the 
existing staff of the Impenal Bank 

8031 Mi Sardar How mam such appointments of Managing Gov- 
ernors have been made since the Imperial Bank of India Act w r as passed'’ 
— Six 

8032 Mr Manu Subedai Is theie not a majority of Indian members 
on the Central Boaid 9 — The Cential Boaid is constituted differently at 
various times It is not a peimanent bodv w ith a permanent majority one 
way or the other There are 4 nominated membeis of the Government of 
India who may oi may not be Indians 

8033 Could you tell us whether undei the piesent constitution, the 
majonty aro Indians? — They aie 6 and 6 at the present moment 

8034 Chairman Would tins not be a correct answer to the question 
■of Mr Subedar I am only just trying to help you in the matter Under 
the Act the appointment of Managing Governors is made by the Governor 
General m Council on the recommendation of the Central Board of the 
Imperial Bank Generally speaking the practice has been that the 
Managing Governor is selected from among the staff m the employment of 
the Bank So far the Central Board has not thought it desirable to recom- 
mend the appointment of any Indian Would that be a correct answer to 
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that question? — I think the correct answer to this is, the appointments 
are made by the Government of India and the latter portion of the ques- 
tion does not arise 

8035 Mr Manu Subedar The Chairman has pointed out that under 
the Act the Government no doubt makes the appointments on the recom- 
mendations made by the Centinl Boaid But the point is that the Gov- 
ernment do not do so on their own initiative The Central Board being 
constituted as it is today with 6 Indians and 6 Europeans, have they ever 
to vour knowledge discussed the question of an Indian being lecommended 
for "the place? — These are matteis which aie quite confidential, and I do 
net feel justified m making any statement on them 

8036 Excuse me, they are largely matteis* of policy I shall be 
obliged if vou will kindly put this suggestion before your Central Board 
and let us know their decision on this mattei ? — I have no objection to 
mentioning the suggestion to the Central Board 

8037 Can you please supply us figures of share capital held at Bombay, 
Calcutta and Madias (also at Rangoon, if it is a separate centre) w r here 
the share register is kept? — I will do that 

8038 What poition of the share capital is held by Indians and what 
portion, if any, by non-Indians? — That will also be included in the same 
statement 

8039 Can you please give us the cost of salanes, and other expenses 
at pay office, small branch branch at an intermediate centre and branch 
at important provincial centies such as Ahmedabad? — 

Witness Mr Chairman, do you really think that this is at all rele- 
vant? I do not see how it will arise I can understand what you have 
explained, but I do not agree that this is a question which should be put 
to me 

Mr Manu Subedar My object m putting this question was in connec- 
tion v ith the expansion of banking m this country which has been suggested 
to us The number of branch banks m this country is extremely small com- 
pared to the population and so far as the mofussil is concerned, India is 
the least banked country m the world and the idea is to increase the 
banking establishments m the distnct The point is which is the best 
machinery to do so, and if the cost of the management of the Imperial 
Bank is high, then it is not advisable in the national interests to induce 
or subsidise the Impenal Bank m the policy of branch extensions If on 
the other hand the cost is not very high m comparison with joint stock 
banks or othei banks, the position would be different The idea is only 
to get the relative cost of youi establishment and other aspects, and I do 
not think you wall have any objection m so doing? — The lmfonnation is 
not available 

8040 Mi. Manu Subedar At how many blanches is the fust man an 
Indian? At how* many blanches are theie moie than one Englishman m 
the staff? — I will send m a list to you 

8041 What inconvenience does the bank suffer where the work in a' 
centre is done thiough an agent lather than tluough a branch What are 
the duties, obligations and piofits of such an agent r ' What class of people 
e-re appointed as agents? v Have any agents at any small centres failed, 
or has the bank incurred any loss through any of them? — I think there is 
some confusion here The general work of the bank is not conducted at' 
any place by an agent m the way m which you are using the word here. 





8042 He is not taking deposits on your behalf ? — No 

8043 Supposing you have no blanch at a moffusil centre, you utilise 
-the services of the leading local merchant or shioff or whoever it is and you 
.give him some lend of work and I believe some remuneration too? — Yes 
That class of business I imagine is' the collection of bills or cheques We 
have found it a very convenient way ot doing it and we have never lost 
anything by using that agency 

8044 How does he remit the money to you 9 — He can send us currency 
notes or he can send us draft of some bank or postal order 

8045 How much does he get for this collection 9 — I imagine tb.it ever} r 
agent so used makes his own charges, which must vary according to the 
business he does 

8046 Does the Imperial Bank make advances to joint stock banks on 
Government securities without any question or have there been cases when 
an advance was asked for and was refused 9 (Witness obtained Chairman’s 
ruling as to whether this question was relevant and the Chairman in his 
discretion allowed it) When j r ou make advances you select youi own 
customer 9 — Naturally we would not give advances without any question 
If any one including the joint stock banks comes to us we will make 
.advances but will certainly make inquiries before we decide whether it is 
safe to make the advance 

8047 Have you refused sueh a request from any joint stock bank? — - 
No, not to my knowledge 

8018 Have there been any cases when difference of opinion aiose as 
regards the value of the Government securities offered 9 — I am not aware 
of any 

8049. At what value would you take Government securities when they 
are offered to you for an advance? — I am not aware of any differences on 
the subject At current market rates with due regard for market condition 

8050 I was informed that a case did arise but I would not name the 
individual because we are not concerned here with specific c ases On what 
basis would you accept the value supposing Government securities (3^ per 
cent ) worth one lakh were offered to you Would you regard it as 64,500 
or would you regard it as 62,000 9 — We will advance according to the cuirent 
market value and market conditions 

8051 That is the standard maiket value of the day? — Yes You may 
.have some kind of boom which may to-day rush it up to X and to-morrow 
-rush it down to Y Naturally we will not have it at X In such cases 
•we exercise our own discretion 

8052 What would be your reply to the charge by various witnesses that 
the Imperial Bank does not act as bankers’ bank? — A charge’ I do not 
think it has any foundation whatever 

8053 Do you discount their bills? — We are prepared to discount bills 
provided they are approved bills 

8054 What do you mean by approved bills 9 Do you mean to say that 
they should bear signatures of the bank 9 — No, bills approved by us 

8055 But a joint stock bank has all kinds of bills coming to it from 
different customers It cannot have youi prior appioval 9 — It is oui approval 
that is rpquired 
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8056 If you put m this clause about approved bills, you cut out a large 
mass of bills' received by various ]omt stock banks? — I do not know what , 
land of bills they hold 

8057. Joint stock banks discount bills of then customers, those cus- 
tomers aie not your customers Now you say chat thesb are not approved 
bills and therefore you would not discount them Is that so 9 — That is so. 

8058 Theiefoie the complaint which w r e have received from certain. 
]omt stock banks that the Impel ml Bank does not discount their bills i° 
justified 9 — I do not think it follows The discretion must he wuth the per- 
son who discounts the bills 

8059 Dr Iiydcr Do you lay lown any tests foi the guidance of other 
banks as to wdiat constitutes an approved bill m youi opinion 9 — No We 
do not attempt to tell other banks wdiat business they should do 

8060 You do not tell them of any test? — No 

8061 Sir Turshotciindab Tliakurdas Is it possible for you to lay down 
such a test 0 — No, it is impossible because it vanes from day to day 

8062 Mi Manu Subcdai ' Befoie the Currency Commission on behalf 
of the Allahabad Bank it w as stated that it would not do for the credit of 
joint stock banks to .go and rediscount their bills with the Imperial Bank 
as it w ould affect then credit Do you not know the existence of such an 
opinion among the joint stock banks m India 9 — Probably there is that 
foai It does exist to some extent 

8063 What would you suggest m order to lemovc this feeling 9 — I think 
a little education on the pait of the joint stock banks 

8064 Education is a big woid But there is nothing m the form oi 
pioceduie with legard to the collection of bills, the manner m which they 
would be presented oi the lates at which the Imperial Bank would discount 
them There is nothing of this kind you could suggest 9 — No 

8065 Is it entirely because the existing bank managers have missed 
something m their training 9 — Possibly 

8066 When the Eeserve Bank comes into existence, would there he the 
same feeling with legard to the rediscounting with that hank? Would the 
same lack of education mteifere with them 9 — Probably it would I think. 

8067 Would you as the Imperial Bank go to the Eeserve Bank to re- 
discount your bills 0 — Whenever it suits us, we would 

,8068 There is thus no fear that your position will he affected in the I 
public eyes 9 — No 

8069 When a hank comes to dis6ount a bill with you, do you ask for 

Government securities as a deposit against such an account 9 — I have no re- 
collection of any such request 1 

8070 We had a case brought befoie us 9 — I do not know of it j 

8071 Supposing the matter was referred to you by one of your agents! 
that the manager of a joint stock bank w r anted to discount a sight bill or an 
oidraarv documentary bill accompanied by the railway receipt, would yon 
ask for deposits of Government securities 9 Would you ask youi agent tc 
get Government securities before he did that work and also that it did the 
work to the extent of the securities 9 — I do not think such a thing would 
happen in the ord’nary couise of business 
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8072 In the case before us woud you put it down to a dereliction of 
duty on the patt of the agent 9 — No 

8073 How else would you explain the ease then 9 — If you give me all 
the details of the case I have no doubt I can explain it, 

8074 From the details I am giving you 9 — They are not s uffi cient 

8075 Mr Manu Subcdar We had before us the Bihar Bank of Patna 
They sa d that the Patna Agent of the Imper.al Bank asked them to deposit 
Government secunties and only to the extent ol such deposit would he 
discount bills accompanied bv full documents, bills of collection, not time 
bills It would seem conti si 3 to vour policy judging from what you have 
just stated Is it not 9 — Who is the gentleman who made this statement? 

The Managei of the Biliai Bank 

I do not want to discuss the business of the Bihar Bank except in 
cameia, and you cannot discuss it without the permission of the Bank of 
Bihai 

8076 Leave aside the bank of Bihai I w'ould ask you whether on bills 
accompanied by ladway leceipts you would as u banker of experience ask 
for a cent pei cent maigin 0 — No. 

. 8077. Would you ask that from any private individual? — No 

8078 Chairman Mr McDonald, if you prefer to give further mforma- 
t on on the point m camera, 1 would be glad to hear you on the subject 9 — 
Yes, in camera 

8079 At what centres did the Imperial Bank establish branches m con- 
nection with their scheme of one hundred brrnckes or otherw.se, where 
there u r as already a biancli of the Indian joint stock bank 7 — I will send m 
a list of them 

8080 Have you heaid any complaints from any joint stock bank that ii 
you established a branch of your bank m a place wffiere that joint stock bank 
existed its business w'ould suffei 9 — Yes 

8081 In what directions could it suffer ? Could you explain this/ for the 
Committee most of w'liom are not bankers 9 — I think the case of Cliandausi 
is typical of the effect of our opening branches a+ places where theie aie 
already branches of other joint stock banks I v 7 ould for the information 
of this committee give you the following details — 

“The Bank opened a Pay Office at Chandausi m April 1923 As an imme- 
diate effect of our opening there discount on G C Notes, wh.ch at kmes 
rose to 6 to 8 annas per cent , disappeared Bates for delmand draft pur- 
chases diopped from 6 to 8 annas to 2 to 3 annas per cent , and rates for 
advances against Gram dropped from 9 to 10 per cent to a level with our 
rates, via , 7 — 7] per cent pei annum The Pay Office did not, however, 
receive from the merchants the support to which it was entitled The other 
banks managed to letam the greater part of the business of the place bv — 

(1; grant’ng secuied advance facilities far m excess of the amount 
fust’fied by the borrowers’ means ( e q , parties worth 
Bs 30,000 were given credit to the extent of Bs 11/2 lacs), 

(2; waiving fire insurance, 

(3) making payments, releasing stocks and discounting D/Ds on 
Sundays and Holiday s ' 
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(4) making their conti ol of stocks merely nominal and granting 
advances against stocks before actually taking possession of 
them and against stocks m transit 

We could not successfully compete m these circumstances and the Pay 
Office was accordingly closed m October 1928 The closing of our Pay Office 
had an I'mmedidio effect on the market Discount rates on demand bills 
on Calcutta and Bombay, which luled at 2 to 2} annas per cent , rose to 3^ 
to 4 annas per cent In April 1929 discount rates on demand bills on Cal- 
cutta and Bombay lose to between 6 and 8 annas per cent and banks 
advance rates against stocks to from 8 to 9 per cent per annum The 
principal merchants thereon sought oui help and on being assured of their 
support the Bank decided to restart business at Chandausi, working it as an 
Outstation, under our Moiadabad Branch and a clerk was posted there in 
June 1929 to take charge of stocks Our competitors thereupon again 
brought their rates down on a level with ours ” 

That of course is the wav m which it affects other banks 

8082 On what basis are advances made to the indigenous bankers, 
shroffs, multams and chetties with regard to (i) clean overdrafts and (n) 
discountmg of bundles, i c , assuming that the indigenous banker is worth 
Rs 5,00,000 himself and is operating with a working capital of another 
Rs 2,00,000 from the public, to what extent would clean advance be given 
to him and what would be the limit of discount for hundis drawn or accepted 
by him? — The basis of a clean oveidraft is the standing of the borrower 
No bank would fix a limit simply, on the fact that a man is worth 5 lakhs 

8083 How much would you give to a man who is worth Bay 5 lakhs 
himself? — That would depend on wdiat he may be safely given and that 
depends upon the man very largely You cannot depend upon the amount 
of the working capital he has got oi the amount he is worth 

8084 What would you give to a man of the class I have mentioned? — 
I wish to have the definite individual stated 

8085 If I put it to you that a complaint has reached us that even to a 
man so substantial as I have mentioned the discounting of hundis worth 
Rs 30,000 to Rs 50,000 was lefused, would that be correct? — I should say 
that that was low, but again I say I prefer to have the individual before mo 

8086 The point which we have got to consider is that from the bank’s 
point of view it is quite coirect that they should pick out safe business and 
it is safe to limit the hundi business to one individual to a atnoll limit Now 
the bank would piobably be justified from banking principles We are 
•asked to lecommend further facilities for these classes and we want to 
know whether the facilities given by the Impenal Bank aio or are not 
Adequate If they are enough, there is no need to do nnvthmg fuither. 
If they aie not, it is a very haid proposition from the point of view of the 
taian because the Lmit laid down is veiy small? — It is not possible to judge 
of a limit without full details of the individual but on the figures and the 
information you have just stated lie limits of Rs 30,000 aud 50 000 are 
very much smaller than we would give The information is however not 
adequate 

8087 Mr Manu Subcdar Your limits foi hundi discounts are smaller 
in the case of the same individual $han for a clean-over draft? — Will you 
define a clean-over draft? 
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8088 Personal ciedit under which he draws so much more from his 
current account with no security, i c on personal signature ? — He will pro- 
bably get more on hundis with several names on them 

8089 A hundi is also a self-liquidating document and time-doc um ent 
You piefer latge advances m the form of hundis 0 — kes 

8090 But the limits which you put are, I am told, extremely small 
compaied to his own personal resources, i e , his own propeity, his worth ? — 

I know that some think so 

. 8091 Could you, without mentioning names, send us two or three 

typical cases showing how much hundi you discount ?■ — I shall do rt without 
mention of names 

S092 Are the Impenal Bank of India happy with their relation with 
Government with legaid to the Bank late? What weie the occasions of 
difference between the Government and the directors? Could you supply 
copies of conespondence and telegrams ? — The relations refcired to in this 
question, must be regarded as confidential and cannot give them without 
the consent of all parties concerned 

8093 W r ould you give us your personal opinion as a bankei whether rt is 
desirable for a country to have its credit and euireney operations m the 
hands of two sepaiate agencies? The currency operations of this country 
are entirely with Government, the credit operations are entirely witn the 
Impenal Bank 

Chan man He has alieady answered it in one of his wntten replies 

8094 Mr Manu Suhedar Would the prestige of the Imperial Bank m 
the re-discount maiket m London be lower than any of the Exchange 
banks? — I am afiaid I could not answer it I do not think any one could 
until he entered the Exchange maiket 

S095 Do you at present enjoy any rediscount facilities m the London 
maiket? — No 

8096 But if you did, considering your standing, your great resources 
and your great name, there ought to be no difficulty Would you expect 
serious difficulty m the re-discount market? — No 

8097 Will the Imperial Bank supply figures of the deposits of the Ex- 
change banks with them ovei a series of years, bringing out the seasonal 
variations m such deposits? — -If the Exchange banks have no objection, 
we would have none 

8098 Would you like us to ask them? — I would prefer that the matter 
be dropped 

8099 I do not want any names, I only want the total figuies 

Chairman Would it not suffice if the Imperial Bank gave us the latest 
statistics corresponding to what they supplied to the Hilton-Young Commis- 
sion, where they have the bankers’ balances, highest and lowest? 

Mr Manu Subcdai I want the figuies for the foieign Exchange banks 
separately 

l 

Mi Bhanmvlham Chetty It was suggested that Exchange banks were 
keep ng a lot of money as deposits with the Imperial Bank and that if the 
Imperial Bank weie allowed to do exchange business, the Exchange banks 
would witlidiaw 7 these deposits as they wrould eonsidei the Impenal Bank 
their competitor in the exchange business In this connection it would 
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help the Committee to know what is the total amount of the deposits made 
by Exchange banks with the Impel lal Bank from time to time? — I flunk 
that piovided ind'vidual balances were not required, we would have no 
•objection to send the figures later 

8100 M' Manu Subcdar What is the object of chaigmg a commission 
on remittances to a customei, who has an account at two branches of the 
Imperial Bank, between which the remittance is made*? If it were pro- 
posed that such remittance charges by the Impel ml Bank should not be 
[made, what objection would you have to it, considering that the Imperil! 
Bank enjoys certain facilities of free transfer of lunds fiom Government? 

Chairman This is a foim of question 8474 arising out of the Provincial 
Banking Committee’s repoits and we can take it up at a later stage 

8101 Mr Manu Subcdar Does the Imperial Bank handle any hundis 
unaccompanied by documents, w r hich me not brought to it foi discount by 
recognised shroffs’ Does the Imperial Bank handle any hundis except 
meiely foi collection even if they are accompanied by documents? — The 
reply to both the questions is m the affirmative 

8102 You have hundis from your customers and even if they are un- 
accompanied by documents you discount them up to the limits fixed and 
for approved parties’ — Yes 

8103 Do the agents at the various branches refuse to take hundis, 
which will be paid wheie the bank has not got a branch or a recognised 
agent’ Could you give the Commiotee a 1 st of places where the bank has 
recognised agents for this w r ork, and would it follow' that no hundis will 
be discounted by the bank or even accepted foi collection, which are pay 
able at any othei cenlies’ — We can give you the list of places where we 
have lecogmsed agencies 

8104 Would you discount hundis which would be collected at any other 
centies 0 — Yes 

8105 And the parties concerned would have to pay the usual collection 
charges phis the out-of-pocket expenses’ — Yes 

8106 What are the usual salaries to clerks of different grades and the 
officeis of different grades m the Imperial Bank ? When was the scale last 
le vised 0 — Is there any giound for the complaint that the salaries aie unduly 
high? — I would piefei not to answer the question 

8107 In leplv to the Chairman, you said that industries should/ pi ecede 
the Industrial bank We have been told that several ventures which were 
sound and which had good prospects have gone to the wall, because the 
existing commercml banks find suitable occupation for then funds in safer 
and bettei fields and theie is no machinery at piesent for sav ng such ven- 
tures fiom going to the wall A timelv saving would be more economical 
to the countiy than the wasteful senes of failuies we have had Wliat 
would you sav to that? — I think the saving of such industries is the proper 
function of private capital 

8108 You think that pnvate bankeis ought to come forward to give 
fbem + lie necessary finance wdrere commeicial tanks cannot do it? — If 
bankeis like to do it, they may, but I think it is more a subject for private 
industrialists 

8109 Eiom the point of view of the bank the position you take up is all 
light, but from the point, of view of the borrower theie is a gap and we 
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-are asked as a Committee to fill up this gap The machinery of the 
Industrial bank is intended to fill up this gap The suggestion made to us 
was that both should go hand m hand Would you agree to it? — I am 
' afraid I do not agree with it m the pioneering stage to which I undersiand 
you iefer 

S110 Chairman I think I put the precise stage in one of my question 
I shall giye you a specific instance 'lhe piomoteis of 1 tea garden at 
flalpaiguii managed to laise 10 lakhs of rupees Having laised that money 
they got the land and then conducted the initial development Then they 
.found that they wanted another 5 lakhs to establish a ter factor} Then 
submission to us was that undei present conditions they found it very 
■difficult to raise those five lakhs fiom any lending authonty or bank <01 
people of that sort Pm ate capitalists do not, generally speaking, come 
to their help at that stage They urged that this Committee should at anj 
rate explore as to viiether some othei avenue could not be created foi 
affoiding facilities to concerns of the class I have mentioned at that junc- 
ture? — If }ou take the specific instance mentioned, I should desenbe it as 
an mdustiy winch is under-capitalised, and such an mdustiy is not a fit one 
to go to an industrial bank They must put up their own capital for blocl , 
■etc 

8111 Also working capital, until the stage of production is reached 0 — 
les 

8112 That is practically the answ 7 er }ou gave me and you adheie to 
that view? — Yes 

8113 Mr Mann Subedar You said that deposits foi five and seven 
}eais were unsatisfactory and with regard to debentures, your suggestion 
was that 20 to 25 years would be a moie suitable period Was that not 
so ? — Yes 

SI 14 You are awaie that m the United Kingdom several Industrial con- 
cerns issue a five-year note or bond and utilise that method for securing 
additional finance Is there any difference between the conditions m the 
United Kingdom and heie? — I do not know- the terms under which they 
issue these five-year bonds 

8115 They are issued as bearei bonds foi five yeais on the security of 
the block of the company and there is a mortgage for five yeais? — I am 
afraid I cannot criticise it unless I Imow the natuie of the business and the 
full tcims of the bond issued 

8116 Is the Imperial Bank holding a laige numbei of debentures of any 
'kind as pait of then investment m this countiy? — We have the debenttues 
of local authorities, c g , Port Tiusts, Municipalities etc , nut not of joint 
stock companies 

8117 If I told you that most of the debentures of joint stock com- 
panies issued m Calcutta and Bombay w r ere not for 20 or 25 years but for 
7, 10 or 35 years, wvmld you be surprised? — Yes 

8118 We had a great financial authority from Bombay who is handling - 
money running into many croies and he gave his opinion that the most 
suitable period for raising debentures was from 7 to 10 years? — But did he* 
say that the Calcutta debentures were for 7 to 10 years? 

8119 I suggested about Bombay; I do not know about Calcutta We 
liad another expert who also gave it as las opinion that the most suitable 
vpenod for a debenture was 7 to 10 years You are also a great authonty, 
imt you say the period should bo 20 to 25 years, could you tell us your 
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leason why it should not be a shorter period? — Debenture capital is usually 
additional to the shaie capital, it is m the natuie of a permanent issue of 
capital I think that most companies which issue debentures hope some 
time to pay them off, and I think that most people would consider it highly 
improbable that they would be able to pay them off under peihaps 20 or 
25 years 

8120 But it would also depend on the willingness of the market to take 
debentuies If the maiket was f lightened with 20 or 25 years’ run, and 
if it was moie will ng to do 7 or 10 yeais, I suppose the borrower is more 
oi less handicapped, even if theie is the advantage m the longer penod’ — 
Of eouise the buyer and the sellei have to come to teims 

8121 Even if the bonower is keen on a longer period, the underwriter 
might say that unless it was foi such and such a run, he would not under- 
write’ — He would consider that no doubt 

8122 With legaid to investment trusts, I was much interested io learn 
horn you that investment li usts would be safer if they operated m a Wider 
held’ — I do not think you can read that into my words I said they 
cpeiated veiy often m the w oild-wide maiket 

8123 By ‘woild-wide’ you meant moie than one countiy ’ — Yes 

8124 No investment tiusts actually opeiate world- wide m the sense 
of taking all eountnes but they opeiate m more than one financial centre 0 — 
Yes 

8125 I have befoie me the advertisement of the East Mortgage Co- 
operative Investment Tiust Limited, 7, Pall Mall East, London This is 
one of the Investment tiusts legisteied uftder the Industrial and Provident 
Societies Act of the United Kingdom and I daresay theie aie many other 
trusts of that kind legisteied m the Ended Kingdom under that special 
Act They aie exempted from Income-tax and assisted in various wajs 
Would these tiusts opeiate veiy fai afield? — These investment trusts vary 
fio'm a first class investment tiust to a so-called trust which is merely an 
operatoi m shaics on the Stock Exchange, but 1 do not know what this 
parti culai tiust is 

8126 So there aie seveial vaneties of Investment trusts which do not 
operate m more than one market and they need not be world wide? — That 
is so 

8127 In India theie aie many industries and there is a large variation, 
at different centieg and if an Investment trust weie set up, the conditions 
would be sufficiently diverse to enable them to beat out the risks’ — I 
think so 

8128 So that theie is nothing mheiently impossible m the success of 
an Investment tiust if it opeiated m India alone, piovided it went to the 
Punjab, Burma, Calcutta, Madras and so on’ — No 

8129 With regaid to the piefeience which the Indian investor has 
foi shaie appreciation and tlieiefoie the leluctance which he has for taking 
up debentures, would you tell us whether m India the amount of total 
shaie issued m its lelation to debentuie issue is much smaller or much- 
gieater than similar amounts m any other maiket, say London? — I can- 
not expiess any opinion on that 

8130 I put it to you that the largest issues are shaies, the debentuie 
issues aie comparatively smallei ? — I understood that you weie comparing 
the conditions m India with London 
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S131 I only want to know whether there is any serious difference in 
the mentality of the Indian investor with regard to debentures and shares 
and wdiethei human nature is not the same all over the woild? — I think 
my answer implies that 

8132 That there are many moie people m the world who want appre- 
ciation of shaie capital and who would not therefore go m for a stock 
which is gnen for guaranteed interest, but which would not appieciak 
in capital? — As far as I lemembei the question was whether this was 
peculiar to India 01 not, and I said it not peculiar to In dia 

8133 You take a pro-note on eveiy loan? — Yes 

8134 And a pro-note implies that you have a claim on the assets of the 
man wiho signs the name 0 — Yes 

8135 It is not a secured position, but it is a geneial position ? — It 
is not a specific claim We have the right to demand payment of the 
note, bjt wo cannot attach any particular asset 

8136 In addition to that, you take hypothecation of the stocks which 
is a specific light? — Yes 

S137 I put it to you whether it is reasonable to ask further fen a 
third party’s guaiantee? — Except that undei the Bank Act hypothecation 
is no seeuiity 

8138 Under yom Act hypothecation is merely an additional collateral 
security ? — Yes 

8139 Therefore you take two names and it is the second name cn 
the promissory note which you call the guaiantoi? — Yes 

S140 Theie is no third paity? — Theie may oi may not be 

8141 When you get the joint stock company and the Mauaging 
Agencs and wdien you get the hypothecation of stock, that is enouch for 
you — Yes 

8142 Theie, youi claim is specific to the extent of the stock and the 
* general claim on the entne wealth of the managing agents as well as 

on the joint stock company? — Yes 

8143 It has been put to us that this is veiy restricted finance, that 
is to say, compared to the total woith of the signatures and so cr the 
amount advanced by you is not laige enough? — Yes I understand it has 
been stated but of course w r e must be the judge of what is fit, and due 
regard must be paid to other liabilities, if any 

8144 This is done by you for the Bank’s safety which, I take it, ’s 
the pnmaiy consideiation wuth you, but from the point of view ot the 
boirower theie is some loom for complaint? — I think you wall find that 
m the majority of cases, what we call the drawing power against this 
promissory' note is regulated by the stocks hypothecated to the bank winch 
is what th° boiTower requires 

8145 Supposing a managing agent w r as worth two lakhs/ of rupees, 
his signature is nothing, but if the actual stock hypothecated is woith 
5 lakhs, you allow for a 25 per cent margin and advance only r 10 that 
extent ? — Yes 

f 

8146 You take therefore no account of the eiedit of the man who signs 
the pro-note? — We do, that is why we give the money As I explained, 
hypothecation is no security, it is not admissible under the Bank Act 
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8147, Mr Manu Subcdar In cases where loans aio not paid np you 
still take chaige of tlie stock and then it ceases to be hypothecation You 
may call it collateial but still 3011 have a specific charge on the same, 
is it not? — Yes 

8148 In making loans on two signatures and on hypothecation you 
keep generalh a margin of 25 per cent ? — Yes 

8149 Have you cvez made appieciable losses on loans of this kind at 
anv time ’ — Theie have been some cases of loss, but it is lather difficult 
to recall whether the number is appreciable 01 not It is a vei 3 good form 
of business 

8150 From the boirowcis’ point of view the complaint is that the 
amount of advances that 30 U make are e\tremel\ limited and T would 
request you to give 30111 ideas on that ’• — It ficquently happens that 
borrower's point of view differs fiom that of lendci We are operating 
undei the Bank Act and we puisne all safe lines of business, our experience 
in the past has pioved that we ham been keeping ourselves on safe lines 
and meeting bonowci 1 '’ reasonable demands 

8151 Similaily about advances on industries — and you gave us a list 
of industries which 3011 me advancing — I piesume 3011 follow' the <amc 
pioctice m making 30111 advances? — Yes, we me also discounting then 
bills for them 

8152 What soit of bills me they ’ Do you discount any bills m 
Bomba} against the sale of cloth m Bombay to an up-count r\ vlcalei I 
suppose you do not do that class of business’ — I do not know whether 
it is done m Bombav, but Mr Lamond will be able to tell you more 
about that So far as Calcutta is concerned it m quite common for the 
Impel lal Bank to do so 

8153 Then mu also give loans?-— Yes, for periods of from one to three 
months Many of them ham also got clean o\erdrnfts, wlnst to others 
we have advanced on the mortgage of Go-Comment securities All these 
forms are used m assisting industries 

8154 May 1 take it that mu me able io occup\ all com funds In this 
manner? — Generally speaking and allowing for om secuntv holding and 
-cash balances, \ou can take it to be so at presenl 0111 cash amounts to 
something like 28 per cent of our liabilities 

8155 That might be due to abnormal conditions? — That is so 

8156 And tlieie aio manv people who applv foi loans but fail to get 
the same from \ou’ — Yes, if we do not consider it a piopci ioim of 
Investment we do not giant loans on such applications W r c aho mpple- 
ment our resources 1)3 other means whcncmi there is a need fer the 
same 

8157 In what wa 3 S° — Bv laismg voiu deposit rales, I suppose’ — 
Yes, we do that also 

SI 58 Because mu ham no other means to l.aise funds as olhci Centml 
Banks m foreign countries except under the 'Currencv Act in regard to the 
inflation of cuircncy’ — We can also sell 0111 investments con-oslcm to 
what we consider to be a safe margin of cash 

8159 You dealt with the legitimate functions of banks Would aou 
consider businesses like clearing goods from the docks 01 warehouses or 
rail, auctioning, foreclosing and such other agency business piopcr func- 
4ion o - for a bank to peiform’ — Do you mean the general clearing and for- 
warding agency business’ 
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8160 Not the goneial business, but ]ust rendering such service to your 
■customer up-countrv in order to avoid the charges of middlemen 9 — I think 
-that would ordinal lly fall to the lot of the Exchange Bank 

8161 It will equally fall under the purview of an Indian bank Take 
for example a mei chant m Bombay who sends goods upcountry vheic 
your bank has a bianch If the goods arrive m a damaged condition 
would your bank agent at the other end do some service foi the con- 
signor? — I think he would fir'd, see whether the consignee of the goods 
had perfoimed Ins oidinaiy business and taken delivery Primarily it >s 
-the buyer’s duty If he lefused to do it, natuially he (the bank) will 
protect the mteiests of the consignoi, piovided the relative bills aie m 
the hands of the Bank 

8162 Under normal conditions you w ould. not consider it propel for 
the bank to do the clearing and forwarding business fiom the pore into 
the interior 9 — No, not unless the bills are in the bank’s possession Even 
then, I think the bank will employ a forwaidmg agent The bank -a ould 
not employ its own men to do this woik 

8163 And the bank would also deal with the steamei companies, 
-the insuiance and the lailway companies and if the paity at the othei 
end lefused to take delivery of the goods the bank would store the goods 
-and sue the part} foi it Is it not 9 — I think the bank would care for 
-the goods relating to the bills in its possession and take legal proceedings 
=a& instructed by the consignor 

8164 With regard to foreign banks opeiatmg m this country you 
<-aid you w-erc m favour of applying to the foieign banking companies the 
•same law' as applies to the Indian banking companies m so fai as it 
■should apply to foreign banks You know that it cannot be appl ed to 
the foreign banks wnth regard to the publication of balance sheet"' 9 — I 
am afraid I cannot liseuss the position of foieign banks undei the Indian 
Joint Stock Companies Act wnth any detailed knowledge 

8165 At piesent no Indian law applies to the Exchange Banks 0 — 
Well I do no! think that is so 

Mr Bucllcy Yes, theie is something m the piesent law' by winch we 
have to furnish some particulars 

8166 Mr Maim Subcdai Would ou desne that the foieign banks 
working in this country should publish full particulars of then operations 
in this countrv? — In my written evidence I have said as much as I wish 
to in regard to this matter My point is that before you legislate to 
control the foreign banks veiy eaieful consideration by a competent body 
as required, but I agree they should submit annual statements showing 
their Indian business 

81G7 In leply to the Chairman you said you were not m favoui of 
any restrictions on the foreign banks m connection with the issue of 
licenses 9 — Yes, I said, that with reference to the deposits 

8168 There aie tw r o considerations wdnch have been put before this 
Committee in connection with these deposits One of them is that Indian 
institutions have a prior light to the savings of Indians m this country 
and that something should be done to divert the whole oi a poition 
of the deposits going into foieign Exchange Banks at piesent What is 
•yodi view' on tins? — Mv answer is this The lesult would be oh at the 
Exchange Banks would have to tiansfei funds bon owed m othei ^cantnes 
=and/or borrow from the Impenal Bank of India to replace the Indian 
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deposits which they now have to the extent roquired for their exchange 
business Exchange opeiations would be hampered consideiably, and the 
higher cost of funds would possibly necessitate increased excnange 
xnaigms In as much as foreign funds were brought m, the mteiest on 
them would leave the country Their finance of internal trade would 
be allowed to deciease as they would not bring m foreign funds or borrow 
to any great extent for this purpose The shroffs, merchants, etc who 
aie now financed by the Exchange Banks would have to go elsewhere for 
the majority of their finance and the deposits formerly taken bv the 
Exchange Banks wrould also be diverted to other banks Owing to their 
very high financial standing and their very strong balance sheets the 
Exchange Banks aie able to borrow their funds m India at low' iate^ of 
mteiest and conespondmglyMow lates are cliaiged to the shroffs and the 
mei chants The Indian depositors place their funds with the Exchange 
Banks and accept the lelatively low rates offered as they are satisfied 
that then deposits aie quite safe and they would be unwilling to place- 
them wuth banks on which they do not place so much reliance exceot at 
higher lates and to a laige extent not at all Probably the only non- 
exchange bank which could attract the bulk of then deposits is the 
Tm penal Bank of India and the prohibition would give that bank a 
semi-monopoly In as much as funds were deposited with other banks- 
at higher lates the cost of finance to the shroffs and meichants would 
mciease eonespondmgly and tiade would suffer 1 

8169 Which trade you mean, internal or external? — We may safely 
assume it to be both 

8170 The othei consideration that has been put to us is that from 
the point of view of the depositois that seveial strong foreign banks are 
coming m and will come m the futuie also because India shows an open* 
dooi Moieovei there is some dangei to Indian depositors placing their 
money mdisciimmately 'm foieign institutions Have you anything to; 
say on this? — I have stated that the banks should be licensed 

8171 A license would only enhance the danger because the ordinal v 
depositoi will think that it is safe to invest m such licensed banks, but 
all the same the affans of the bank will not be known in this country? — 
I piesume the license will not be given unlebs it is known 

8172 Would you give the licensing authority the power to look mto 
the finances of these banks? — These banks will have to provide some 
information which the authorities require 

8173 Such information can be only peiiodical and much can happen 
duung the penod Is it not? — That is s6 

l 

8174 With legal d to the license which you say, once given should 
not be taken aw ? ay, you know that undei the Canadian Bank Act the 
Minister m chaige can revoke a license once granted without assigning 
any reasons whatsoever Would you give that power to the Government 
°t India, ?c, to the Finance Member? — I must study the Canadian Act 
more caiefully before I can answei that question 

8175 You said m answer to the Chairman that owing to , dearth of 
suitable candidates you had to lecruit candidates from England We 
have had evidence from your directors and other paities that the Indians 
wdio are already m your employ aie doing very well? — Yes 

8176 Do I take it that obviously the number of Indians that vou 
had been taking from time to time is the maximum number of suitable- 
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men that -you aie able to recruit m this country and for the balance 
you naturally have to go to England? — Obviously the number cf men 
becoming available undei anj scheme must be small at first and ineiease 
•gradually I have already answered the point m reply to the Ohamnan and 
I have furnished a statement w r heiem I have given details of recruitment 

8177 My point is that m 1927 you took 2 Indians and 3 Europeans, 
m 1928" you took 5 Indians and 8 Europeans May I ask wlietkei 
because you wcie not able to get the 6th man (an Indian) out cf your 

v searches, you had to go m for a European? — We made searches which 
were very satisfactory to us 

8178 You said the 'Clearing House should be managed by banks who 
■are members of the Clearing House As things are at present, the majority 
of these banks who control the Clearing House are foreign banks' 1 — Yes 

8179 A complaint has been laid before us that the foreign banks are 
•dead set against Indian banks being admitted to the Clearing House Is 
that within your experience 0 — I have heard of such complaints 

8180 What have you to say about it? You know that under the 
Canadian Bank Act there is a Bankers’ Association there, and there 
•are similar associations in other countries, and the rule there is that only 
those banks that aie registered m that country can become members of 
that Association and no others? — I know of that provision 

8181 Is there any objection to India following this rule? — At the 
present moment the Clearing House is constituted by original membeis 
■who form that Clearing House It is their business entirely 

8182 It has, at present, not been formed under any legal arrange- 
-mens If a law was enacted governing the regulation of banking m this 
country and if that law prescribed who shall be the members of the 
Clearing House, then would that not cover the point? Is there any 
inherent difficulty m India following such a practice? — I do not think 
there will be any difficulty, but I am of the opinion that you cannot 
prohibit the members of the present Clearing House from meeting together 

8183 Nobody could object to their meeting outside the B ankin g 

Association? — That is so, ( 

8184 Mr Dcvadhar I will put to you a few questions bearing on 
‘Co-operative Banking I think you know it very well that the services 
of the Imperial Bank have so far been appreciated generally by all those 
who deal with the Co-operative Movement I shall read an extract 
from the Beport of the Townsend Committee on Co-operation m Madras 
They say, “The Imperial Bank rendered valuable sei vices m the past 
to the Co-operative Movement and we understand that it is willing not 
only to continue the facilities which it now gives to the Co-opoiative 
barms, but even to afford additional facilities if necessity arose” If 
this statement is common to Madias, I believe, it is applicable eqiially r 
well to othei parts of the country wherever there are Co-operative insti- 
tutions and the Imperial Bank? — It is the definite policy of the Imperial 
Bank to promote the welfare of Co-opeiative institutions and we Lave 
said that we considci it part of oui duty to do the best ve can to see 
that the Co-operative Movement piogiesses on good lines 

8185 Mr Dcvadhar On page 145 of their Beport the Bombay Com- 
mittee say, “We may refei heie to the complaints which we received 
from moie than one Co-opeiativo bank about the difficulties put m their 
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way by some blanches of the Impenal Bank of India legal ding lemiooance- 
of funds ” Tins is moie or less the burden of some of the complaints- 
that arc now heard against the Imperial Bank I can lead out to you 
fiom the evidence of Sir Lalubhai Samuldas befoie the Bombay Com- 
mittee which says “I Mould go a step further and state that, if not m 
all centres, at least m centies where there aie no other banks m exist- 
ence, Co-opeiative banks should be allowed fiee transfci of funds even 
for exchange business withm certain well defined limits This will 
promote banking development m outlying aicas, extend lemrft race faci- 
lities foi the general public and educate the small man m the h mdlmg 
of modern instalments of mcdit ” 1 believe you have listened to these 

complaints, ,s thcie anv giound foi them — There have been occasions 
in. which v e have found that the fiee remittance of funds by the Impenal 
Bank to Co-opeiatne banks lias been used foi pin poses foi which it u is 
neiei sanctioned. Wc have drawn the attention of tlie authonties of the 
banks and of the Begistiars of societies m the paiiiculai provinces without 
effect, they have taken no notice We tell them the way they should 
go, but they have ignored our advice So the couise adopted by us jS the- 
best left to us As I have said, these fiee 1 omittances were sanctioned 
by the Government of India for certain definite purposes but they were 
used for othei purposes, and m this matter wc take our stand on the 
ruliug of the Government of India under which free remittances were 
given f 

8186 In the course of youi written statement and also in answer to 
a Chairman’s question you said that the Co-oppi atiy e banks should not 
go out of then proper sphere and do tlie business which wo do not con- 
sider Co-opeiative business Could you tell us what that business is 0 — 

I Jmve answered the point aheady jn leply io a question from the 
Chairman and I would suggest to you that you should leave n at that 
for the present 

' 8187 Mi Bcvadhai I wall lead out to you a passage from the- 

speech by my colleague, Mi, Bamdas Panfculu whose absence today I 
very much deplore, the speech was delivered at the seventh Co-operative 
Conference m Madias, and tins is what be said, “The proportions which 
the Movement has attained, the expanding tendency of its life and the 
steady accession ot national yvorkeis to the ranks of informed enthusiasts 
in Co-operation, have all begun to tell and to create a shu .n certain 
ml crested quaiteis Today the atmosphere and environment arc by no 
means quite conducive to hasten an all lound development of the Move- 
ment The desire to nourish and mvigoiatc the growth of the tender 
plant of Co-operation by mcem of special facilities is fist giving place to 
resolve to deal wnth it at arms length and to rank it with competing 
and profiteering commercial banking enteipiises The Imperial Bank has 
definitely ailed out agricultural paper as covei for financial accommodation 
particularly foi purposes of fluid resources, and twenty per cent of it has 
already been sciapped, the total extinction of it is only a matter of 
short time, say four years at the most ” Is that the position? — The 
most important part of this speech so fai as the Impenal Bank is con- 
cerned, is the statement made, namely that the Imperial Bank has defe- 
nd ly ruled out agnePltuial papei as eovei foi financial accommodation. 
Well, that is not so, we have never done that 

8188 You have mentioned m one of youi answeis to the Chairman 
that there are certain considerations which guide you and y r ou have 
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certain qualifications which jou geneially expect from a candidate who 
offeis himself Has it ever occuned to you that v r ou might select lor one 
of the highei posts at the head Office or at any of the biancli offices a 
man who has had some good gioundmg m Co-operative principles, so that 
whenever theie aie Co-operative proposals before you, you might have his 
advice? — No 

8189 Do } ou think it would be an advantage to 'do so? — 1 do not 
think so 

8190 You leciuit eveiy jeai about 30 to 40 people on an average? — 
Not so many as that, on on aveiage it is about 16 

8191 My point is, do vou not consider the expansion of the Co- 
operative Movement such an impoitant factor m the development of the 
country’s economic life as to justify the selection of a Co-opeiative expert 
on }oui staff? — I think we have met that point by giving the Co-opeiative 
Movement a caieful studj 

8392 Dr Hyder * Mr Macdonald, m one of youi leplies you indicated 
a pieference foi investment companies oi tiusts for the financing of 
'ndustry Is that not so? I thmk you said that you would pieiei to 
have investment companies ? — I think it is time foi a beginning to be made 
with investment tiusts and mdustnal banks 

8193 Aie you aware that a cuticism is levelled against these invest- 
ment tiusts m England that theie does not exist the kmd of intimate 
relationship which should exist between banks and then customers? Is 
it not true of India? I would make my meaning cleai by leadmg out 
to \ou what occurs m the “Economist” for Maich 1, 1930 I hope you 
me a constant leader of this weekly It says — 

“Of recent yeais a ciop of so-called “trust companies” and finance 
houses liave sprung up to fill the gap m the City system, but 
they have not the permanent interest m the w r ell-bemg of their 
industrial customers, noi have they for the most part the 
standing and financial backing, to enable them to pay anything 
approaching the part played bv the leading joint-stock and 
private banks m industrial finance m Germany” 

Do you agree with that opimon? — Of course m lecent years there has been 
a crop of these so-called investment tiusts wdnch meiely operate very 
often on the Stock Exchange and I think these remarks apply to them 

8394 Does there exist this intimate lelationship? — Yes, the authorities 
controlling the original investment tiusts weie men of high standing 
influence knowledge, and business connections and they invested the money 
which came to them m the various companies of which they had an 
intimate knowledge That is the original investment trust company 

8195 What is going to be the relation between this sort of original 
investment companies wdnch you have m mmd and the purely commercial 
banks operating m this country, supposing the former were established? — 
I think that must be for the future to show 

8396 Dr Hyder May I hung to youi notice m this connection the 
experience of other countries? “Industrial oigamsation and re-orgamsa- 
tion, however, is on its financial side largely a question of investment 
banking, and experience in two highly-developed industrial countries, 
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••Germany and America, goes to show that a connection, 01 at am late 
close co-opeiation between commercial and investment banking is oi -ieat 
value to industry The principal Amencan banks, indeed, excluded by 
legislation from engaging directly in issue and financing business, have 
created so-called “security companies," to cairy out the type of transac- 
tion in question The security companies work closely together with rheir 
parent banks so that the net effect is somewhat similar to that of the 
■G-eiman system " 

My point is that unless these investment companies •were skonglv 
supported, they would not be a success Do you think I am right? — I 
think you are probably right Theie must be an intimate connection 
between any trust companies that may be started and the existing com- 
mercial banks 

8197 Dr Hyder It is purely the English commercial banking system 
m which the banks play ed a very large part as regards commerce Here 
the needs are of industry and aguculture and do you think we aie right 
m adhering too closely to such a model m view of the fact that conditions 
are different m India 9 — Yes, I do 

3398 But other countries m Europe have changed the model m view 
of the circumstances prevailing from time to time and my question is 
whether you w r ould not have what is called a system of mixed banks, that 
is to say, banks performing various functions 9 — I think the Geiman system, 
some times referred to as the Continental system, is probably wdiat you 
have in mind That svstem has growm up gradually to meet the peculiar 
conditions in German history I am not an expert in German banking, 
but I would refer you to “the Foreign Banking System" by Parker and 
■Willis, which gives a short history of German banking I think the book 
will explain that the system which prevails in Germany has been copied in 
other Continental countries but I doubt that the conditions which have 
made the system an apparent success m Germany exist m India 

8199 Do vou think we could copy that svstem foi India 9 Is it 
advisable and practicable? — I do not think so 

8200 Regarding investment companies, supposing your suggestion were 
-adopted, would you restuct the operation of such companies to the confines 
of this country or would you give them entire freedom to invest their 
money, say m Mesopotamia or Persia 9 — I should leave it to the discretion 
of a board, as I indicated m my first answrnr If you get the man capable 
of doing it, he may invest anywhere 

8201 Naturally, he will invest it where the yield is the highest The 
objection to these investment companies m England is that they Imow 
more about Brazil and South Afiica than they Imow about Bradford and 
Bury Would you restuct the operations then 9 — No 

8202 Coming to the Indian agricultumt, I take it that you have his 
welfare at heart? — Yes 

8203 He cannot come to you lor anv loan as things are at present? — 
He can We have definitely instructed oux agents in various parts of the 
agricultural districts that thev are to encouiage the small man and as an 
indication of what I meant by a small man, I mentioned the Rs 2 500 
advance 

8204 Let us get aw r ay from the Rs 2 500 advance and come to the 

bedrock of secuntv The only seciuity he can offer is his name 9 — -No he 
has his crops . % 
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8205 Have vou started a system of lending on gold ornaments? — Ye9. 

8200 .From your experience of men and affairs in this country ^ou 
know that the ornaments which the Indian agriculturist possesses are not 
ol gold, but of silver, are they not? — I do not think that is so, they me 
generally of gold, in some parts of the country they are of silver 

8207 Have vou any limit below which you wall not advance on orna- 
ments? — We do nob advance below IF 100 

820S I take it then that \ou are lending to some extent to the culti- 
vator on the security of gold ornaments? — Yes 

8209 In view of the tact that some part of the ornament holdings of 
the Indian cultivator is m silver do vou think it would be practicable for 
\oui Bank, taking all fretors into account, to give the option to bim of 
taking an advance on the silver ornaments? — No I would piefei not to 
do so If you have watched the puce of silver, vou will know that it varies 
considerably 

8210 At present it is 18rZ per ounce Suppose the puce of silver did 
not drop, would vou be prepared to advance to the extent of half the value 
of the silvei ornaments? Do ^ou not think that vou would be conferring 
a benefit on the small man w ith his small means it vou allowed an advance 
igamst the seeuntv of his silvei ornaments, although theie might be some 
tiouble in the beginning? — The gieat majontv of the people of this eountrv 
of the class you lefci to put then savings in gold Theie mnv be, „nd 
ceilamlv are, a numbei who have them in silvei, but we do not ’egard 
these silvei ornaments as suitable secutities foi the advance 

8211 But the tiaditional banker has no sciuple as regarding lending on 
silvei ornaments? — I do not knew of any othei bankei who advances on 
them Such business seems to me to be more suitable for a pawn broken 
than a banker 

8212 If vou were to come down to meet the needs of the small man 
who after all constitutes the bulk of the people heie and went awav a 
little fiom the notion of pawn-biokmg, etc , and advanced him on the 
seeuntv of the few silvei trinkets he mav possess, do vou not think that 
vou would be making conditions easiei foi such a man? — There >s no 
doubt about it, but the point is whether it is suitable business, and, there 
is a limit, bevond which business ceases to be remunerative 

8213 Suppose vou fixed one veai’s limit and a mimimum of Ks 50 
and onlv advanced to the extent of half the value of the ornaments, do vou 
not think vou would be confenmg a benefit which would be m the position 
of being twice blessed 0 — I think we had better leave it at that 

8214 I notice that in the scheme appended to vour memoiandum vou 
do not allow accumulation of leave as regards the 2nd grade Assistants? — 
That is so 

8215 What is vour reason for that? — The reason is that we wish our 
'•taff to take their leave every vear m the interests of their health 

8216 I understood from an answer, which vou gave before that you 
would pretei some of voru brilliant voung Indians on vour staff to go 
abioad Suppose ,\ou nlteied this mle and allowed privilege leave to 
accumulate up to thiec or six veais and allowed them to go on studv leave, 
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cave them full pay foi six months and full pay 01 half pay fox the remain- 
f n „ penod of six months or a year Do you not think that the introduction 
of^such a system of study leave as regards bonk employees would bring a 
bieath of fxesh an into India? — I think that a man who woiks for six years 
or tlnee yeais without any leave will probably be ill at the end of that 
period 

8217 But may I bring to joui notice that some institutions m India 
do have a system of stud} leave If }ou xeally wish that youi second 
grade Assistants should be conversant with wdiat is going on in the United 
Kingdom, would }ou object to the mtioduction of a s}stem of study leave 9 — 

It is vexy laigely a matter of expense 

8218 I undeistood } 0 u to say that the selection of these bulliant young 
men would be m youi hands and that the expenses would be borne by 
vou 9 — That lefened to specially selected men 

8219 In view of future developments that might happen m India, you 
do not think that the staff working under jou should be piepared to take 
on any duties 9 — I think w r e have gone fai enough m these lules ns they 
stand at piesent, and I tlimk that these rules and the training which our 
men aie getting will piovide all the staff w'e lequne 

8220 It may be that you may expand m the direction of exchange 
business, m the dnection of industrial financing, etc In view' of fuluie 
possibilities, do you not tlnnk that the system of study leave would find 
your staff better equipped to cope with the new r duties 9 — I do not think so 

8221 Mi Lam on (1 Theie is at piesent a lot of misunderstanding m 
legaid to banks advancing to industrial concerns to pionde working capital 
It has been said that it is extiaoidmary that banks should not allow their 
constituents to draw more money than the value of then liquid assets, 
notw lthstandmg the fact that the guarantors are veu ucalthv men Would 
you landly clear up this misunderstanding? — I think I made it clear I 
think one of the accounts which was lefened to was the casli credit 
account, a cash ciedit account with a promissory note signed by r the . 
bonowei and secured by hypothecation of stocks That account is for 
the propose of financing those paiticulai stocks and the drawing powei 

i c , the amount which he mat chaw on that paitieulnr account, is limited 
by those stocks If the boirowei or his guarantor wants any additional 
facilities, thev can be ananged on teims by his appioachmg the bank 

8222 Mi Manu Subcdai I bad a specific case m mind m wdnch I 
myself wa» the paity arranging it with the Imperial Bank It was a 
textile concern wuth a reseivc of over a cioie of rupees and the Agent’s 
signatuie was at that tunc woith about 2 cioics of rupees These two 
signatures weic given and the cash credit given bt the bank was Bs 20’ 
lakhs But next year they would not raise it My idea was that compared 
to the amount of security taken by the bank, the amount of credit raised 
was extiemeh small That is to say, you take no account of the genuine 
w'oith of the tw’o signatures but go on mechanical lules 9 — As I explained, 
the limit on that account is the value of the stocks But if the limited 
company had a reseive of one crore and the guarantor was worth 2 crores, 
they would appear to eligible paities foi bank advances 

8228 They wanted to laise moie money and it w T as not allow'ed by the 
Imperial Bank I am speaking of a specific case in winch I was myself 
concerned 9 — We would want full particulars of that case 
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8224 This is a sort of general case and a very exceptional ease But 
aou would not say that most of your cash credits aie on this basis? — I say 
that the di awing under the cash credit would be limited by the value of 
the stocks If wealthy corporations and individual guaiantois ivant more 
money and are m the position which you indicate, they would have no 
difficulty whatever m getting it m some other form 

8225 Cash credit limits are generally sciewed lather low? — The only 
li mi t is the value of the stocks subject to the credit ananged 

8226 Sir Purshotamdas Thahurdas It strikes me that there may he 
a little raisappiehension on the part of Mi. MacDonald I do not think 
that m the instance quoted the party was piepared to hypothecate his 
stocks at all 

Mr Manu Subedar He was not We gave a declaration that the first 
hen on the stock would be the Impeiial Bank’s It is a foim of assurance 

Su Puishotamdas Thahurdas Not necessauly Theie may be deposits 
fiom outside If theie wai a boi rower with a leseive fund of a croie of 
rupees and the Agent’s signature was worth two crores and if he offers the 
stocks as hypothecation, he would get from the Imperial Bank 50 lakhs 
against the stocks, but if he wanted it on the plain signatures of the two 
parties, it is a different matter 

Mi Manu Subedar We got 25 lakhs of lupees fiom anothei hank next 
}eai 

Sir Purshotamdas ThaLurdas If it is made clear to the witness that 
the party was not prepaied to hypothecate the stocks, he may be able to 
give you a definite replj 

8227 Mr Rusliforth Referring to the question of sending youi men 
.lbioad, I think >ou wall piobably agree with the statement of the Indian 
Institute of Bankers who sa> 

“There are 1 better opportunities foi Indians to get a sound training 
m India than m England An Indian student passing the 
London oi Indian Institute of Bankeis examination, with a 
few r yeais’ practical tiammg ±n India would pi owe to bo more 
efficient m and bettei qualified foi his woik than one who 
woiks m a blanch office of a London bank and returns with 
the idea of having received special tiaimng outside India’' 

What exactlj do \ou mean bv special tiammg abroad? — In fact wdiat I had 
n mind was that a specially selected man (and I gave the qualifications of 
?ich a man) should be sent abroad and all the influence of the Imperial 
3ank and its various Govemois used to give that man the best experience 
possible in the highest blanches of banking 

5228 That would not necessitate his going into a bank abioad? — No 

8229 Suppose an ordmaiy Indian joint stock bank wanted to send some 
cf its men foi training Assuming that the difficulty about expense could 
be got over by Government assistance because Government might be pre- 
pared to considei special scholarships for any such brilliant young men, 
do you think there would be any practical difficulty in arranging for the 
men to get this experience abioad? — I think there would be great difficulty 
It is veiy much a matter of influence Men do not teach other people 
their business and the best parts of then business to any one who comes 
along and asks for it 
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8230 I take it that the Imperial Bank would be prepaied to give assist- 
ance if they send then own men What would be your attitude towards 
a specially selected man from somewhere else assisted by Government’ — 
I think Government should provide the introduction 

8231 It is a mattei of getting the neeessaiy introduction That is 
what you had in inmd, not so much his actually woikrag m some bank as 
an employee? — No 

8232 In leply to one of the questions, you said jou would prefer not 
to express an opinion on the convcision of the Imperial Bank mto an 
industrial bank It has been said that the Imperial Bank is pievented from 
giving assistance to industries owing to certain legal uesliictions on its 
operations Would -sou have anv objection to the modification of these 
restrictions, so that the Board of Management would have discretion at 
any time, s.ia , to stait an Industiial depaitment of the Impeual Bank^ 
Or, do aou think th »i these lcstnctions aie salutan 0 — I think the Imperial 
Bank m its present position is a hvbnd institution and that the present 
restrictions aie sound and should not be modified m the war you suggesr 

8233 Chan man When a Beset ve Bank is established, if it is estab- 
''slied, would \ou agiee to the enlaigement of the scope and functions of 
the Impeual Bank as contemplated In Mi Bushforth ’ — I think I said 
before that pcisonalh I would much piefer that these two functions should 
be exercised by sepaiate bodies 

8234 'Sn Hugh Cache 1 ou have been connected with banking for mam 
\ cars in this counti\ and I take it aou lnue seen a t ci\ gieat ckwelopnii nt m 
the tunc th.it aou have known India } — l'cs 

8235 Do aou considci that steps might be taken to luing about a moie 
spccdA dcAclopment of banking 0 — I AAonld latliei depiecate anv haste 
whateAei m the doAelopment of banking 0 — Banking aaiII come md will 
deAelop as trade develops if you let It 

8230 Fruthei deAclopment Aon largeh depends I suppose, on further 
education of the people and the attraction oi deposits horn people A\ho 
have possibh hoarded w ealth to daA ? — It aa ill depend on education 

8237 Is not the future deA 7 elopment of banking habits mainly a question 
of education 0 — Yes, it is a eiA largeh a question of education 

8238 As legal ds industrial banking and the question of capital, it bis 
been suggested to this Committee that Government might guarantee 6 per 
ceir 1 debent rues It lias been pointed out that what an Industrial trunk 
would lealU lequne rs free capital If 6 pci cent debentuies weie laiscd, 
it AAould mean lending that monc\ out to iicaa mdustnes at 7 m 8 per 
cent aaIucIi aaouIc! cripple those industries and make it difficult for them 
to prosper What is aoui idea about the question of capital, should an 
Industiial bank be established’ — I imagine the G pci cent mentioned is 
lather misleading In the fust place, I think the Industiial bank would 
piobably start. aaiIIi a aciw laige sliaie capital and liaAing invested that 
capital m existing industries, geneially it AAould acquire certain assets 1 
piesume then that if it aa anted moie capital it aaouIcI issue debentuies It 
AAould not be necessarj to charge 7 per cent to industries because of 
tlie G per cent debentuies 

8239 But Iioav w r ould you get your initial capital ’ — Tlie public aa ould 
not subset ibe AAitbout some sort of guaiautee Would IbeA ’ — TheA have m 
the past If they get the light man at the head of affairs at the propel 
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tune and you have the proper directorate, I do not think tkeie would be 
difficulty 

8240 So that you would not lecommend at the start any, Government 
guarantee? — I do not like Government guarantees, a well founded concern 
should be able to do without them and there is the danger that they may 
be used to pi op up an unsound one 

8241 Chairman Your point is that you do not like Government guar- 
antee of interest on the shaie capital? — Yes, and dislike a guarantee of 
capital as much 

8242 Sn Hugh Cochc On the question of individuals who have attacked 
banks as rou know ludges have leeommended that cases should not be 
biought against banks without some pielimmaiy enquny A suggestion to 
that effect w r as made by the Chief Presidency Magistrate the other day, 
and a Chief Justice has made a similar suggestion befoie I think m \om 
memorandum you have said that it is difficult to legislate against a thing 
like that But you would consider that some form of preliminary enqui-y 
might be desirable to help banks m future? — I understand that at piesent 
when a case of that soit takes place the complaint goes to a magistrate and 
the magistrate actually conducts an enquny before the matter goes any 
fuitkci I entirely disagiee with the suggestion that it should be held 
m camel a 

8243 In othei woids, there should be no preliminary enqumes in 
camera — Yes 

8244 Sir Hugh Cochc On the question of raising debentures by an 
industrial concern which has been discussed today, I take it whether the 
penod should be 10, 20 oi 25 yeais would very largely depend on circum- 
stances " One can concede that it is a question of boirowei and lender 
coiamg to beims, but if the borrower wants to iaise a debenture issue and 
to provide foi the repayment of that issue out ot the profits, then naturally 
a short period would be impracticable? — Yes 

8245 It is all a question of how soon a boirowei can cieate a Reserve 
fund to take the place of debentures? — Yes 

8246 Mi Jadunath Boy With reference to finance of mte m the 
mofussil you said m leply that this is a mattei of stoiage Do you refer 
to suitable godowns oi what is it? — It is very largely a question of godowns, 
and the manner m which jute is stoied m them 

8247 In the nrofussil godowms may change hands/ and still you would 
not make any difference? In the mofussil I may be occupying a godown 
this y^eai and next yeai you may he occupying the same and m that ease 
you would not. differentiate Will you? 

8248 Mr Saihei Mi Roy’s point seems to be this The same godown 
may be iined by RalL Bi others this yeai and next year by Mi Jadunath 
Roy and you say geneially Europeans aie bettei m this lespect Mi Roy’s 
point is why should there be any differentiation? — I agiee there should not 
be any differentiation There is none m such a case so far as godowms 
aie concerned 

8249 Mr Jadunath Boy If these godowns are coveied by insurance, 
then I do not see any leason why you should make any difference ?— It is 
all a mattei of opinion and you are not sme that you aie going to act your 
insurance money 
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8250 Why not if you msuie with, a good insuiance company? 

Chan vi an Would it not be necessaiy to establish that the goods that 
have been msiued have actual]} been lost? — Mi Boy is dealing with actual 
godowns 

(Witness to Mi Boy) Appaiently youi point is it does not mattei at 
all how the godown is built piovided it is msuied 

Mi Jadunaih Boy Yes 

(Witness) I say opinions diffei I think it does mattei because a godown 
that is badly constiucted is moie likely to catch fire and theie is moie like- 
lihood of some mistake occumng m the pioposal of msuiance and possibly 
disputes might anse 

8251 Mt Jadunath Boy About education }Ou have suggested that if 
the i el a lives of indigenous bankeis got then education fiom joiot stock 
banks, they will be efficient Is youi bank piepaicd lo admit children of 
indigenous banking families into}oui bank? — We aie piepaied to consider 
any application fiom such }Oung men 

8252 With legaid to the indigenous banker what position should they 
hold in the coiinln 1 Is he to be linked with oihei banks? — I think he should 
'be 

8253 What lestuctions should be put on these indigenous bankeis — 
T hare mentioned commercialisation as a desnable step Aftei that is 
taken, lestuctions may become necessaiy but at piesent I doubt that 
any aie called foi 

8254 Mi Shanmulham Chctty You say m youi wntten memorandum 
that advances aie often made on the secuntv of hypothecation of stocks to 
mdustiif'l concerns What otliei lands of loans do you adiance to indus- 
trial concerns except this?— We discount their bills and we advance against 
pledge of then stocks and we gne them loans against Government secunties 

8255 But the gieatei part of the advances to these mdustiial concerns 
are on the hypothecation of stocks? — That is so 

8256 And even in the case of advances on the hypothecation of stocks 
you requite signal uie of the managing agents of the firm oi some thud 
paity 0 — Yes 

8257 And this iou lequne because of the obligation imposed upon you 
by the Imperial Bank Act? — Yes 

8258 If any such obligation is not imposed, do you con&idei hypotheca- 
tion of stocks would be sufficient secuntv? — Each case must be decided on 
its rnents It may be good enough m one and not good enough in another 

8259 In voui expenence of advances theie aie a numbei of sound in- 
dustrial concerns to whom you would advance loans without the security 
of the managing agents? — Yes 

8260 Would you be m favoui of lepeahng that provision of the Bank 
Act 9 — No, because it is a veiy sound position foi a bank situated as the 
Impenal Bank is 

8261 You have yourself conceded that you w r ould advance on the 
hypothecation of meie stocks? — In the paiticular cases to wdnch you lefer 
theie is probably no danger, but geneial expenence is that you have only 
got to give sufficient lope m that duection and you mcui many dangers of 
othei kinds 
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8262 Are you aware that tlieLe has been considerable criticism on the 
part of the public with legaid to the woikmg of the managing agency 
system m India 9 — Yes 

8263 Do you not see one reason why managing agency system persists 
is because that some thud paity like the managing agents are always re- 
quired to give then signatures foi securing loans for industrial concerns 0 — 
It is one reason no doubt 

8261 So long as the bank enfoices that provision, there is no chance of 
the managing agency system disappearing at all 9 — If the managing agency 
system did not exist the guarantee might be replaced by the pledge of 
stocks instead of hypothecation So far as guarantee is concerned, the 
system is not indefensible 

Kf 

8265 You know it would not be in most cases 9 — I think most concerns 
pledge then stocks Even non the Imperial Bank veiy' often advances 
loans paitly by pledge and partly b\ hypothecation 

8266 Suppose the svstem of managing agents is abolished and indus- 
trial concerns aie managed meielv by paid managing dnectois, m such 
cases y r ou cannot expect the directors to undertake personal lesponsiomry 
foi the advances that the bank make 0 — They often do m actual piactice 

8267 Is it reasonable to expect them to do so 9 — I do not think they 
aie likely to do anything unreasonable It is quite a common practice 

8268 In advancing loans on the hypothecation of stocks do you take 
into account onlv the manufactured articles or do you take into account 
stores fuel and things like that 9 — The stoies, etc , may be hypothecated 
but not taken into account so fai as the diawmg pow r ei concerned 

8269 So it is only an additional secunty foi you without eonfenmg 
any maigm for the bonower 9 — That is so 

8270 Do you know if any exception to this lule is made 9 — I think I 
can explain your difficulty theie The Impenal Bank is an amalgamation 
of thiee presidency banks and these banks had then peculiai customs but 
it is eleaily impossible to bung these various customs into lines all at 
once even if it weie desirable to do so 

8 271. At present there exists m ceitam parts the piactice of taking into 
account the value of stoies also 9 — Theie may be, but we aie trying to avoid 
it 

8272 Have you had any' complaints about this piactice, for instance 
m the case of European managed companies all these stoies and tuel are 
taken into consideration but m the case of Indian managed companies they 
are not taken into consideration 9 — I have heaid of them The complaint 
lias, not reached me officially and I have not mquned into it 

8273 The managing agents aie asked to give then peisonal guarantee 
Do you know that where the managing agent has given his secunty loi an 
advance to a concern which he manages, then his owm personal ciedit to 
that extent is reduced with Ins bank and as you know the managing agent 
may have other business to do 9 — The liability has of couise to be taken 
into account 

8274 Therefore under the existing system of lequnmg the managing 
agent to give personal secunty although he may be a very sound paity, his 
borrowing pov'ei is to that extent curtailed 9 — I do not say it is cui tailed, 
but the fact that there is an existing liability is taken into consideration and 
I think that foi that liability he expects and he gets a remuneration 
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8275 I suggest that if banks weie to advance to industrial concerns- 
without asking °thc peisonal security of any person, the managing agency 
system would disappear moie quickly ? — Possibly 

8276 You say that sound and well-managed industrial concerns usually 
do not expenence any difficulty m making airangements for then financial 
requuements Supposing an mdustnal concern finds the money required 
foi its fixed and block lequnements by shaie capital, when the actual work 
is begun you advance only up to 70 pel cent of the value of the stocks? — 
Yes, approximately 

8277 Theiefoie vou think the mdustnal concern should laise not merely 
its own share capital but also working capital up to 30 pei cent? — Th-ffi is 
absolutely essential 

8278 You do not think it is good enough foi the mdustnal concern to 
find only its block and ask the bank to finance the working capital entnely ? — 
No 

So Puishotamdas Thaluida s May I take it that it is the ideal to work 
up to 

8279 i\/i Manu Sub c dm Is that the condition m the United Kingdom 
that they onlv find the whole of the block but also 30 per cent of then 
woilong capital 9 — I cannot speak of the United Kingdom 

8280 Whv should theie be a greater handicap on concerns staited m 
India turn elsewheie 9 - — 1 am not awaie that theie is I said I cmild not 
speak ot the United Kingdom Unless you can piovide part of the stock-m- 
ti.iue, aou aie definitely undei capitalized You must pio\ide pait of 
youi owm voikmg capital 

8281 Mi Slianmulham Chctty You do not think m an organisation 
wheie theie is an mdustnal brnk to piovide that woikmg capital there is 
sound finance 9 — Is the mdustnal bank to piovide the total of the work- 
ing capital ? 

8282 I suggest that mdustnal concerns in India must m the fiist m 
stance find their fixed capital and expand then own shaie capital Having 
staited that, they mav look forward to an mdustnal bank to advance 30 
pei cent of the woikmg capital and then go to the Impenal Bank so advance 
70 pei cent on the stock 9 — I have no doubt it would be satisfactory if the 
mdustnal bank can do it 

8283 If an industrial bank is established in India, then it will facilitate 
ra bimgmg about that state of affans 9 — It will 

8284 Do you not think it is one of the piopei and legitimate functions 
of the mdustnal bank to do 9 — It might be possible to do that, I do not 
object to that any way 

8285 So if theie is an mdustnal bank m existence m India it would 
to that extent help the development of mdustnes? — Yes 

8286 You say, that m your opinion mdustnal banks would not be a 
success m India at piesent as theie would be little likelihood of the invest- 
ing public having confidence m them Therefoie the lack of confidence in 
the investing public is the only nsk which you considei w r ould hampei the 
existence of an mdustnal bank at piesent? — Have I not answeied that 
question 9 

Chanman You said that under piesent conditions of depiession you do- 
not advocate the immediate establishment of an industrial bank 
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8287 Mr Shanmul ham Chctty Ale you thinking of the depiessed con- 
ditions of the past 5 01 6 months which pievail m the country ? — No 

8288 Then what are you thinking of 9 — I have already answered that 
nomt m answei to the veiy fust question put to me by the Chanman 

8289 Mr Shanmukham Chetty You ended up by saying that mdustnal 
banks and investment trusts must follow the development of industries 
and not pi erode? — Yes 

8290 Is not India sufficiently advanced m her mdustnal development 
to wairant the existence of these tiust companies and mdustnal banks? — 
I have aheady answei ed that m the first pait of my statement 

5291 Has India m a our opinion advanced to the extent which would 
wan ant the cieation of these mdustnal banks? — You might mtioduce them 
on a limited scale m the ]ute and cotton mdustnes, there is possibly an 
opening 

6292 Are you awaie that the League of Nations legaid India as one 
of the 8 gieat mdustnal countnes of the world? — I do not know that 

8298 That would wanant the assumption that India is sufficiently 
advanced m the mattei of liei mdustnes I would therefoie suggest to 
you that the time has now come foi the establishment of these industrial 
banks But you sav that mdustnal banks would not be a success m your 
opinion? — The industries which give India such a high position as eighth 
among the countnes of the woild do not need the establishment of an 
mdustnal bank They aie old mdustnes and we ire seeking to establish 
mdustnal banks which would come to help new industries 

8294 When is the mdustnal bank to come into existence at all then? — 
Aftei the pioneers have established the industry 

8295 Then aceoidmg to you that mdustiy wall have become old? — No 

8296 Do you not think that theie is scope foi the development of the 
textile mdustiy m Southern India? — At the picsent stage the textile indus- 
try has got as fai as it can go, but futuie development wall jnobably be 
m the way of up country mills including Southern India lather than mills 
m Bombay 

8297 Mr R 0 Pears has said m his report on the Indian Cotton 
mdustiy that there is gieat scope m Southern India It is not one of the 
new industries about which theie is anv doubt It is an old and well- 
established mdustiy Dc you not think that the establishment of an in- 
dustrial bank would give a soit of fillip to this mdustiy? — I think it would 

8298 So to that extent the industrial bank m India would be an advan- 
tage — Yes, though m a limited field Whether it would be a sufficiently 
wide field foi the mdustnal bank is open to question 

8299 You said that an mdustnal bank would not be a success Is lfr 
because you think theie would not be sufficient scope foi the industrial 
bank? — I think so 

8300 I thought you had said that the public would not have sufficient 
confidence m it? — Yes, that is anothei reason 

8301 Is that the primary reason m youi mind? — I cannot say whether 
it is pnmary or secondary, but it is one of the reasons 

8302 Do you not think that the State must do something to eieate 
confidence m the public If it is gi anted that there is scope for an indus- 
trial bank m India, but that the only obstacle is that the investing public 



906 


have no confidence, should the State do something to create that confi- 
dence 9 -In my opinion the industrial bank should be earned on vuthout 

State mteifeience 

8303 So you do not think that guaranteeing the industrial bank for 
the purpose of promoting the industries of a country is a legitimate function 
of the State 9 — I would not allow the State to do it if I had the authority. 

8304 You said that State Aid to Industries Act was within the legi- 
timate puiview of the State 9 — Yes 

8305 Do }ou know' that one of the provisions is that the State should 
guarantee the mteiest on the debentures 9 — Intcicst! That is another 
mattei I thought rou weie lefening to the guarantee of all the bank’s 
debentures 

8306 If an industrial concern wanted to laise capital and the bank was 
not piepared to adrancc it, the local Gorcinment was empowered to stand 
as a guarantor Do rou not think that it would mean the assumption by 
the State of a much greatei responsibility than guaranteeing the interest 
on the debentures issued b\ the industrial concern, because m that case 
the State would be undertaking the guarantee of the whole business 9 — The 
guaiantee under the State Aid to Industuea Act is on a veiy small scale; 
•that has been nir experience 

8307 The fact is that local Governments might not have chosen for 
some reason ot other to exeicise the powcis under that Act, but the pro- 
vision is there 9 — But tliev have not exeicised those powers 

8308 Do rou think then that that pionsion is too wide? — No, I should 
not sa} so, so long as the State exciciscd its disciclion 

8309 What do you consider as the legitimate way in which the State 
can come to the aid of the industries 9 — Theie is the State Aid to Industries 
Act Au mdustual bank when it is staited should have such a management 
that it should be able to dispense with the guaiantee of the Government 

8310 You saj “I sec no objection to Government insisting upon foieign 
banks operating m India requiring licence” and I think vou funher said 
in ansrver to Mi Manu Subedai that before gmng the license, the licensing 
authont} must hare the power to examine the position of the bank 9 — That 
is so 

8311 Once license is gir en, do you not think that the authont} should 
■examine the conditions of the bank periodically 9 — They should do so If 
Government latei on discovered that all was not right with the bank, 
Government should withdiaw the license 

8312 But you have again said that once a bank has obtained a license 
it should not be possible to withdraw A so long as the bank complies wuth 
the law r9 — When I wiote that 1 anticipated that the law would provide that 
some authority of the Government shoukl hare the light to examine the 
state of altans of the bank and that under the law they should hive power 
to withdraw the license » 

8313 In the note which rou gave to this Committee about the prohibi- 
tion of Exchange Banks against accepting deposits m India you say that 
if the} are piohibded fiom taking deposits m India, tliej wall have to pay 
a hrghei cost for funds wdiich they have to bonow fiom abioad This will 
necessarily increase the exchange margins Do you not think that the 
■deposit iates in Loudon are cheapei than m India 1 ’ — If the Exchange Banks 
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could get ckeapei lates, they would not come to India, but you must 
lealise that bouowmg opeiatzons are interlocked with then dealings m 
exchange 

8314 What is your opinion 9 — If they could get cheapei lates, they 
would bonow m London They would not come to India 

8310 What is youi experience 9 Do they leally bonow at cheap 
rates 9 — At times they do 

8316 What percentage of then total business is eoveied by internal 
trade 9 — I have no idea 

8317 My mfoimation is that it is veiy little and if that is a fact, 
internal tiade would not suffer b\ the Exchange Bank -3 being piohibited 
fom taking deposits The funds realised flora them would go into othex 
banks and thereby finance internal trade 9 — The otliei banks wurh possibly 
less competition would charge moie fot accommodation 

1ST 

8318 If the Exchange Banks are prohibited fiom taking deposits the 
ether banks would be in a position to get the deposits at veiy cheap lates? — 
Please read out what I have said on the point 

8319 If the exchange banks are prohibited, it is quite piobable that the 
Impenal Bank may be able to get money eien at cheapei ntes than they 
aie getting at piesent 9 — Possibly ves 

8320 The funds foi financing internal trade would lemam m the 
country? — Yes, that is so 

8321 Mr Sarhci You said in iepl\ to Mi Shanmukham Chetty that 
you only insisted on the hypothecation of stocks Am I to understand that 
the Impenal Bank does not giant loans to individuals oi to mills on the 
collateral security of immovable propel ty 9 — We do, we have collateral 
security in the shape of equitable mortgages, etc 

8322 Do -sou find any difficulty m realising the amount within 6 
months? — Not as a rule 

8323 Shall I give you some instances wheie you could not 9 — Yes 

There was a case of a loan granted to Justice Chalaabuity 

Mr Lamond Sir, is it piopei to give names m the open meeting? 

Mi Sailci The case went to the eouits 

(Witness) You can take my assurance of this that w r e could i ealise that 
money to-monow, but I am not piepared to discuss the matter without 
the consent of the people who aie interested m it 

8324 M? Saiher When you giant those loans, you considei the posi- 
tion of the paity as to whetliei the loan will be lealised within 6 months 9 
— Yes 

8325 And you do not find any difficulty m realising the amount 9 — Aie 
you lefenmg to this particular case or cases m geneial 9 

Mr Saihci To geneial cases 

(Witness) Thcie are always difficulties in business If you aie going 
to do business, you will ha^e difficulties within a veiv short time 

8326 Are the deposits attracted by blanches invested locally oi does a 
part of them come to the head office 9 — I do not think iheie is any case m 
which a pait of the deposits is not invested locally In many cases it is 
fully invested locally 
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8827 Does such an occasion anse when you have to remit money fiom 
tlie head office to the local branches to be invested locally? — Yes, there 
are such occasions 1 

8328 What is youi expel lence on the average woilnng as to whether 
the branches diaw fi om the head office or whethei the head office draws 
from the branches 9 — It vanes I will send you a written answer 

8329 Mi Khaitan In answei to Mi Sarkei jou said that the advance 
should not be made for a longei period than 6 months Does not that mean 
that at the time the Imperial Bank makes the advance the penod for 
which the advance is made should be not moie than 6 months 0 — It does 
not mean that the loan must be lecovered within 6 months 9 — Yes, that 
may be so, but it must be iceoverable 

8330 It is based on the understanding that you will allow the bonower 
to hare lenewals and you aie able to give this facility to the borrowei fiom 
penod to period 9 — Yes 

8331 And m doing so you aie not breaking any of the provisions under 
the law 9 — No 

8332 And this facility is gieatlv appreciated b\ voui customers, that is 
thev can lely on roui renewals so long as vou find that they aie dealing 
pioperly with the bank'’ — Yes 

8333 There might be some difficulty m some cases about the realisa- 
tion of money and m those cases you have got to take the necessary steps 
foi recovering the money 9 — Yes 

8334 With regaid to the penod of debentures you told the Chairman 
that m youi opinion they should be foi 20 or 25 years Now duiing vour 
experience of banking for a veiy laige number of years, do you not think 
that debentures may have to be issued by mdustnal concerns foi various 
purposes In ordei to understand the point fiom you I would like to give 
you one example Supposing theie is a cotton null which has got both spin- 
ning and weaving departments and the cotton mill is making a piofit but 
on account of the changed situation m the country and on account of the 
changed tastes of the people the mill wants to extend the factoiy by estab- 
lishing the dyeing and bleaching department for which a large amount of 
money would not be lequned and the cotton mill expected to repay the 
loan out of its profits within a penod of 5 years Would theie be anything 
wiong foi the mill to issue debentures foi 5 years only 9 — No, I think not 

8335 Therefore you will perhaps agree that theie may be cases m 

which it might be quite desnable foi a concern to issue debentures for a 
much shoitei tune than wdiat you at fiist mentioned 9 — The debentures as 
a mle aie redeemed out of piofits Theiefoie the deciding factor m the 
period of debentures must be the piofits If you can afford to lepay your 
debentures within 5 yeais, there is no xeason why you should not issue 5 
veai debentures I 

8338 Mr Khaitan May I take it that in your opinion theie may be 
cases m which it w 7 ould be quite advisable foi an mdustnal concern to issue 
debentures foi a shorter period than you mention? — Quite When I said 
20 oi 25 yeais, it w r as a general idea of the term m which debentures were 
usually issued 
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8337 I believe you were refemng to a ease of initial capital being 
obtained at the time of starting the concern and you were not th inkin g of 
subsequent small extensions or cases of replacement of old machinery by 
new ones 0 — That is so 

8338 Even in a case of replacement of old machinery by new ones it 
Is quite possible that the concern may expect to pay the amount of the 
debenture monev within a much shorter period than 20 oi 25 years 9 — Yes 

8339 In your memorandum you say that “with regard to floating 
•capital foi stock and othei lecturing requirements, banks have met freely 
the lequuements of industrial companies in the past, aceoidmg to the 
credit of the bonower’’ Do vou not think (hat theie may be cases m 
vlncli the credit of the borrower may not be of sufficient standing m the 
e\es of the Impenal Bank, but the information available to uome other 
institution mar be of a different natuie which mav lie able to make the 
advance iequned b\ the concern but which the Impenal Bank may not 
think fit to advance 9 — Yes 

8340 Tlreiefoie, foi the industrial development of the oounwy do you 
not think that it Mould be desirable that some otliei big institution should 
also come mto existence which m a/ be able to give industrial Joans, besides 
the Impenal Bank 0 — I think the more banks \ou hare m the country, 
the bettei 

8341 Sir Puishoiamdas Thahnuhis With legard to the question put 
to \ou whethei vou could lecall to mind any instances vvlieie with hypothe- 
cation of goods m a joint stock company and the Agent’s signature the 
bank lost anv monev, I thought you gave an impiession as if you could not 
-icc.il l am such instance Is m\ nnpiession conect 9 — At the moment 1 
rordd not I now lemcmber the case of the Wadis, Woollen Mills m 
Bomba \ 

In that case theic was hvpothecalion and the bank lost a good bit of 
monev 

Mr Mann Svbeclcn It is a vcr\ exceptional case 

Sir Pinshotamclas Thaluulas Such cases can be multiplied, they 
happen not onlv with the Impenal Bank but with otlre v banks also In 
tins particular case the loss went into multiples of tens of lakhs, without 
•the Agent’s signature rt might have been much moie 

, S342 Regarding the point that mdustnes should start with all provision 

for capital outlav and provision foi working capital, vou have been m this 
countrv for van ncarlv 30 veais if I remembei corrector and I would like to 
Ticai from vou if vou can name anv mdustrv m Indn which fiom its start 
had the pimlegc of beginning undei such ideal conditions 0 That is to sav 
a mill oi concern which w anted 10 lakhs of rupees sav, foi its capital and then 
it warded anothoi Rs 5 lakhs and the enterprise started with a fullv paid 
up capital of 15 lakhs, so that it need not have to go to anvbody for finance 9 
— The point there is that ordinanlv and quite legitimately, they should 
be required to put up the margin It happens that when a concern gets a 
mill going and it is m full woiking oidei, thev have to buy then stocks 
somewhere Thev must buy tlreir stocks before thev get any advance from 
•a bank against the stocks That is what I call a maigm and that margin 
has got to be pul up by the company itself, otherwise it means that the 
bank puts up all the cost of the raw' material 
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8343 You lay down as something ,to woik up to that the full capital 
foi the block should be found by the company fiom its capital? — Yes 

8344 After that it has also to find the maigm which is required for its 
working capital 9 — Yes 

8345 If it can find the maigm then the bank will advance the balance 
of the finance I wish to know whetkei you can name any industry, jute, 
cotton oi any othei industry, which m its initial stages has fou id that capi- 
tal in India 9 It is a veiy good punciple to woik up to and you do work up 
to it if the industry thnves, but if you lay it down as a principle it practically 
means a gieat handicap to any mdustiy 9 — What is the alternative? 

8346 Ihe alternative is that m Alimedabad with the co-operation of the 
Agents and of such people who had money to spare they built up an industry 
which is a living instance of what can be done under cncumstances which 
you know of ? — Am I to understand that all the mills m Ahmedabad put up, 
say, 10 lakhs of capital and built nulls with that amount and then got money 
fiom a bank to buy all then stocks 

8347 It is a little worse than that For a ten lakhs mill they put up 
ony 2\ lakhs of capital 9 — They laised it on deposits? 

8348 That is it It is the only thing which has been found possible 
Theiefore, I say when you lay down this ideal, is it not too strict an ideal 
undei Indian conditions to be feasible 9 — I do not think 

8349 You think it advisable m India to attract capital for an industry 
foi the full block plus working capital, all to be found by shaie capital? — I 
think so, the shaie being of suitable classes, including debentures 

8350 If your experience m India warrants that statement, I have 
nothing moie to say? — As long as they find people to put up deposits, they 
are not likely to tiy to get then shaie capital 

People ha\e not lcgietted having deposited in nulls in Ahmedabad. 
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The examination of All K A1 MacDonald, Alanagmg Govemoi of the 
Impenal Bank of India, was lesumed 

8351 Lala [larLshen Lal Would you kindly explain what is meant 
by ‘short-teim’ and ‘long-term’ deposits as accepted by banks 9 — Most com- 
meicial banks accept deposits ranging from a deposit at call to 7, 10 or 
15 cl a} s’ notice oi fixed foi 1 , 2, 3, 6 months up to one yeai The short- 
term deposits would be up to tlnee months and the long term oxer three 
months up to one }eai 

8352 In the case of mdustnal concerns and indigenous bankers would 
theie be any difference m the use of these tenns 9 — I am told that cotton 
mills m Bombay and other concerns up m the north, c g , Cawnpore, re- 
ceive deposits occasionally foi two years, even moie, 7 oi 10 yeais 9 — I am 
afiaid I cannot say what an mdustnal concern wuuld consider a short-term 
deposit to be 

8353 Deposits over one 3 ear would not be taken by the banks 9 — Some 
banks would take them, but the Imperial Bank does not 

8354 Supposing a man did offei foi ceitam teason a deposit for five 
a eats to the Impenal Bank at favouiable lates of interebi, would the Im- 
perial Bank accept it 9 — No 

8355 E 01 what leasons 9 — We consider that the futuie of the money 
maiket, as fai as we can see it, makes it inadvisable to fix om late for 
such a long period 

8356 That implies that voui rates foi long teim deposits at any rate, 
are fixed m view of the conditions of trade and finance m the country 9 — 
Yes as we see them 

8357. How often aie they changed 9 — Not veiv often 

8358 And if they are uot changed very often, where is the consideration 
for the varying conditions of finance and trade 9 — -The long-term deposit 
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rate is not changed -very often, but the immediate movements in the money 
market aie reflected in the lates which we offei for our ^hoit-ierm deposits 

8359 That is no doubt true, but I was enquiring about the long-term 
deposits So fai as 1 know, the long-term deposits do not generally depend 
on seasonal movements? — It is hardly a seasonal movement, we consider 
our late to be reasonable for all the seasons oi the twelve months 

8300 How often have vou changed the long-teim rates within the last 
five vears? — The last change was m 1927 

8361 Since then ,t is moie oi less a fixed rate? — Yes 

8362 Prom your experience can you sav vhetlrei it is the same with 
the Exchange banks oi do tliev change then rates on long-teun deposits 
from time to time? — I cannot answer that question off hand 

8363 What is voui impiession 0 — My impiession is that Ex'change banks 
var\ their lates moie fiequcntlj than we do 

8364 Would vou feel any sort of competition if they changed their 
rates? I suppose you would get intimation about it veiy easily? — Yes, if 
w'e found that competition made it nccessaiv to alter oui long-term deposit 
rates, we would do so 

8365 But vou have not felt it neeessai} to do so within the last 3 or 4 
vear-, and so vou piesume that the Exchange banks have not changed their 
rates 0 — Not matenallv 

8366 Have these short-term deposit lates as understood bv banks anj 

■ bearing on the bank rate? — The same causes which result in a change in the 
bank iate would affect the deposit rate also 

S367 Automatically? — The mere fact that the bank rate has altered 
does not necessanlv change the deposit iate except at the discretion of the 
authorities of the bank , it is not a mechanical movement 

8368 In the London maiket the shoit-teim deposit rates aie altered 
immediate!} the bank iate changes? — That is so 

8369 Not onlv that, but tliev have to change the deposit rate within a 
week or fortnight of the change m tile bank rate? — I rm not veiv conversant 
with the London money market conditions, but I can sav that the morning 
aftei the Bank of England rate changes, eveiv bank m London issues a 
notice that thou tales foi deposits are changed accordingly 

8370 I have been a fanlv constant leader of “the Economist ’ and I 
have alwavs found a statement on the fourth page of this paper which 
gives 

Of Of Of Of 

/o /o /a / o 

firstly, the. bank rate 4 4 34 34 

then follow tho previous rate anil date changed), 

( Q ocondly Banks’ deposit rate 12 1A 14 

it) is alwavs under 2 per < ent automatically) 

C Call 

thirdly, Discount Houses 

t Notice 

(These change automatically because the difference between the various 
rates is fixed), and lastlv the Market rate 

Does this happen m India 0 — -No 

8371 Could anv means be found to give moie certain! v to both depositors 
and boirowers that such rates would be fixed? — I think the difficulty is that 
the Bank of England rate is a rate for a eoitam class of business and 
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the bank rate m India is for anothei class of business Tbe Indian rate 
is foi demand loans against Government paper, while the Bank of England 
rate is a late quoted foi thiee months' bills In India the rate for cash 
ci edits is based on the bank late and m fixing the bank rate we must 
take into consideration the fact that on )t is based rates for advances m 
the form of cash credits, not bills 

8372 The standard has to be fixed by the Bankers’ bank whether it is 
in England 01 m India The conditions may be difieient and the terms of 
the ratio may be different, but it does not follow 7 that because the consider- 
ation foi changing the rate is different, the late should not affect the deposits 
of othei banks’ — It would be much moie difficult to do what you suggest 
in India as the rates which aie quoted m the “Economist” are not 
parallel to the Indian rates If vou go to a London bank and ask foi 
accommodation, you will get it at, as will be undeistood if it is lealised, 
the late appioximate to youi lequnements In India you will find veiy 
little cliffeience *Tlie bank late m London to day is 3 pei cent and if 
vou <*k foi accommodation bv wa\ of over diaft piobably you vvffl have 
to pay at 5 pei cent oi pei cent 

8373 But the difficulty I want to solve is this Heie there is so much 
-uncertainty and undefined position and it is the dutv of the Imperial Bank 
to trv to define things and to make them certain We have had evidence 
that \oui advances against ciops aie fixed foi two seasons Thcae lates are 
not affected b\ the alteration m voui bank rate? — No, but I am not aware 
that we have fixed a late foi longei than a season 

8374 In that way if the sphere were defined distinctly , there would be 
more certamtv Now they aie unceitam and other banks are in difficulty 
for quoting then deposit lates and they quote a rate which is much smaller 
and the lesult is that theie is competition between ceita-n classes of banks 
with regaid to the deposit rate of mteiest and also unceitmnty with legard 
to the lates that the tradei would have to pav to a joint stock company oi 
to the Imperial Bank m case lie comes along with his hundis oi lailwav 
receipts oi demand diafts oi any kind of Lade accommodation Could this 
be thought ovei and something done’ — Until vou get a highly organised 
money maiket such as vou have m London and leoiganise oui currency 
system so that it wnll perfectly* meet the veiy maiked seasonal demands 
I do not think It w r ould be possible to do as you suggest As a matter of 
fact these lates which aie quoted m London veiy stuctlv m accordance 
with Lip Bank late, but m the piovmces theie is a much greatei diver- 
gence 

8375 The dneigence is much smnllei than m India It is not only that 
the monev market has to be organised, but the bank influence has to be 
pioduoed Veiv likely it is the Bank of England wdnch exercises the in- 
fluence in oigamsmg the London money market’ — I think it is a matter of 
growth I think the Indian money maiket wnll grow 7 to a fully organised 
■monev market approaching to something like the oigamsation of the London 
monev market eventually, but vou cannot do it all at once 

8376 I do not. say it should be done all at once I am asking this ques- 
tion because we have before us as a Committee this question of the organi- 
sation of the monev market Would the Imperial Bank take into consi- 
deration this aspect of the mattei and help us m arriving at some workable 
•scheme or schemes for the stabilisation oi organisation of the Indian monev 
market 0 — I think the best thing would bp to start the Reserve Bank as the 
•centre of the money market 

vol m 3 1 
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8377 But the Eeserve Bank cannot start from the top ' with settled 
ideas They will start where you place them’ — I am afraid I cannot 
give any constructive suggestion beyond what I have mentioned at tihe- 
present moment 

8378 You told us yesterday that industrial finance by means of deposits 
is not a good way of financing an industry Am I to undertand that it is 
not so for depositois oi foi the mdustiy’ — My lemark was that I consider 
the financing of industrial concerns by means of deposits fundamentally 
unsound, and I was then consideiing the mattei from the point of view 
of the industry 

S379 Would you m futuie lay down a rule that public deposits should 
not be leeeived by industries as such, but must pass through the banks 
befoie they aie utilised by industries, or would you allow ambody and every- 
body to leeeive deposits without any legal liability for balance sheets or 
keeping a ceitam amount m cash?— I would be very leluctant to make any 
restrictions whatevei upon the right of anybody to lend their money to any- 
body else at bis own descietion i 

8380 All other loans have, for example, to pay stamp duties of some 
kind or another The deposit is free from stamp duty There are certain 
features peeuliai to lending and boi rowing m the shape of deposits, and you 
would keep these open to everybody oi to banks only’ — For everybody 

8381 Then if people can receive deposits or would be able to receive 
deposits, why should they not finance the industries in that way if they 
find that it is the most suitable way’ — My answer to this has alieady been 
fully stated It lefeis to the extent to which industrial concerns accept 
deposits in the place of share capital or debentuie capital So long as an 
industry is doing very well, it is an excellent thing because they can thus 
cam large dividends on their capital which may be small because of the- 
low rate of interest on their deposits But when bad times set in, the 
deposits aie liable to be withdrawn There is also this additional point 
that even dunng bad times the mteiest on these deposits will have to be 
paid 

8382 There is a little difficulty m my undei standing your point We 
weie told yesterday that these deposits are sometimes made tor even 7 oi 
10 year periods and theiefoie do you not tlnnk that the dnnccs of with- 
drawals would be not so much as m the case of debentures which are timed 
to be repa-sable within so many years or even payable by instalments, and 
mteiest on debentuies is also pavable half-yearly in most cases Theiefore 
the case of deposit and debentuies would not differ veiy materially’ — Al- 
though I cannot dispute that theie aie deposits of 7 or 10 year periods, 
this is the first time that I have heard of such long term deposits But 
there must be large amount of deposits even at call, m my experience 
these have been very serious embarrassments to industrial concerns 

8383 Have vou any information on the mteiest paid on these call de- 
posits’ Is it Iowor than the Impenal Bank rate or not’ — I do not know, 
probably it is higher 

8384 You sard that you were of opinion that the foieign banks working 
m this countrv should be licensed and you held that none should be permit- 
ted to enter India without a license Bo you refei to foreign banks as a 
whole or only foreign banks who do exchange business’ — Foreign banks as 
a whole 

8385 Would you then confine exchange business to the existing bank* 
or would you also grant special licenses for Exchange Banks that might come' 
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m m future or would you leave it to the sweet will of the m-eomer? — I 
should leave it to the free will of the m-comei 

8B86 If all the foreign banlss weie allowed to do exchange business 
under the license, how could the Indian banks entei that field 9 Is it by 
mutual reciprocity — I think they too can go into the market on the same 
terms as other new comers There is an open field m the matter 

8387 Supposing an Exchange Bank from Italy was permitted to woik 
m this country, would you insist m the license that will be issued to them 
that Indian banks, if they cared, should also be permitted to open their 
blanches m Italy as a mattei of lecipiocity 9 — I would hke to consider that 
for some tune As I have already said the teims of license will have to be 
oaiefully considered by a competent body 

8388 One of the conditions can be reciprocity 9 — Yes, it can be, but 
the teims require eaieful consideration 

8389 In regard to the existing Exchange Banks, it is said that they 
aie supposed to hold the monopoly of that business Is that true? — I do 
not think it is so 

8390 If that was not a monopoly of the Exchange Banks, then how is 
it that th 6 Imperial Bank agreed to keep away from the exchange business 9 
— Did we agree 9 

8391 Bv the Imperial Bank Act you are debarred from doing the ex- 
change business What weie tile reasons for debainng rou? — Those reasons 
must have been m favour of the Exchange Banks Is that not so? — As you 
know, the Presidency Banks were debarred from doing exchange business 
and that I think,, v as due to the fact that exchange banking then nvolved 
very considerable risks 

8392 That was only a safeguarding measuie you say 9 — Government of 
India when entering into the agreements with the Presidency Banks consi- 
dered that they were not justified m leaving Government balances with a 
bank which incurred the risks then involved m foieign exchange business 
That idea peisists to-day and I do not think it is a mattei of favouring 
the Exchange B anks 

8393 You say it was not a competitive measure but only a safeguarding 
measuie? — Yes 

8394 So far then, wherever the Government deposits aie involved, the 
opinion is still held that exchange business should not be done bv the Im- 
oenal Bank or any othei bank that might come into existence 9 — 1 am only 
referring to the Impenal Bank under present conditions 

8395 With regaid to Government deposits that have to be safeguarded 
that applies to municipal deposits, military deposits, port tiusts, corpora- 
tions and Indian States 9 — The agreement is between the Government of 
India and the Imperial Bank 

8396 What I say is whether m the mattei of taking such precautions, 
does it only refei to Government deposits or all kinds of these deposits 
winch I have lefened 9 — The precaution w r as insisted upon by the Govern- 
ment of India wdien the Presidency Banks Act w r as enacted and thereby 
it protected the interests of the deposits of Government with these banks 

8397 What about the other deposits that I refened to 9 — Deposits from 
Hallways and Army aie included id the Government balances, the other 
items are not included under Government balances 


3 i 2 
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839S If a Iiesoive Bank came mto existence and you continued to hold 
the^c quasi Government deposits, even then will it be held that you should 
not he allowed to do exchange business, if all Government deposits went 
to the Bcserve Bank? — As I said, theie is a consideiable body of opinion 
in this countn who hold that this is a protective measu’e and it is neces- 
sar\ to sateguurd the interests of Government deposits 

8399 Yesterday, you weie questioned on the desirability of our premier 
Indian bank enteung mto exchange business and you weie of opinion that 
you could do so when you had the necessary staff and so t n, but that from 
to day s conversations, I note that vou feel there would be impediments all 
along the Iine‘ ; — Well, it is a matter of opinion 

8100 Chairman You aie aw r aie that when the Beseive Bank Bill 
was mtiodueed, a subsidiary Bill was also introduced m the Assembly 
which piovided foi the withdrawal of the lestuction imposed against the 
Impciinl Bank undei taking foieign exchange business and neither of these 
two measures contemplated that along with then adoption the deposits of 
poit trust funds oi of municipalities should no longei he kept with the 
Impenal Bank Is that not the collect position? — Yes 

8401 Mr Lamond During the last few yeais, you know as a mattei 
of fact other banks have also been permitted to accept municipal deposits 
and it is not the Impenal Bank alone that is getting all these deposits? — 
That is so 

8102 I want to know youi opinion as an expert m banking and an ex- 
peneneed banker of India on a question of geneial mteiest You know we 
have been asked to stud\ the question of banking facilities m all the 
fields of economic activitv m India, whetliei ruial or uiban, whether 
industrial oi agricultural, and therein we have to ’eview the various 
sv stems of banking prevailing m India starting at the bottom with the co- 
opeiitive banks as also with monev-lenders and indigenous bankers m the 
same field, then higher up the pint stock banks, then the Exchange banks 
and then finallv the bnnkeis’ bank, the Impenal Bank, on top In re- 
paid to tins mattei theie has been some confusion with logard to the 
assistance that one partv should lendei to the othei The claim of the 
cooperative banks is that thev should get all the assistance bv way of 
cash credits discounting, oveidiafts and so on fionr the Impenal Bank 
In the mteiesls of industiv and tiade the same claim should be advanced 
bv the comnreicial banks, that then papei should also be discounted readily 
and at veiv favouiable lates because onlv then the banks would be able 
to give bcttei facilities to industry and commerce In the same way there 
should he the claim of the indigenous banlcei and the monev-lend^i , because 
the present opinion expressed m the provincial Banking Committee’s re- 
ports is that the monev -lender is not the same evil genius ns lie has been 
supposed to be, but he is also a useful link m the financial machinery and 
should tlicicfoie lie pioperlv looked after Therefore, I ask you this ques- 
tion Do vou think it desirable that the sphere of activities of these 
various functionaues should be defined by some banking association or some 
banking 'uithonlv, like the Imperial Bank, and the assistance that they 
might expect from the Apex Bank should be proportionate to their means? 
T am asking this question for this leason, that looking at the weeklies of 
tiie Imperial Bank of India from time to time I find that the cash balances 
with the Imperial Bank sometimes run down to 10 per cent and once I 
am told it went down to even 7 pei cent That means that the Impenal 
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Bank cannot accommodate everybody at all times and theief.ne tliat Bank' 
will naturally have to choose and this leads to misunderstanding and some-- 
times people say that the choice has been made by the Imperial Bank out 
of racial considerations Do you not therefore think that m the interest 
of the development of banking facilities in this country the sphere and 
scope of these financing agencies from the Imperial Bank a own wards should 
be defined by convention lathei than by law as at piesent .«nd the Imperial 
Bank should assist the whole financial world in that way 9 — I do not think" 
that the Imperial Bank should be asked to define the field of activities of 
any 01 all the financial institutions m India The Imperial Bank’s activities* 
aie defined by its constitution 

8103 1 agiee, but what I mean to say is, that when everybody looks 
upon the Impenal Bank as the bankers’ bank, do you not think that some 
such definition would help m the solution of the problem? — I do not think 
the Imperial Bank should be called upon to make an/ declantion of that 
sort, but as a mattei of fact you will find m practice that the Imperial 
Bank, like othei banks, is dealing with its customers to the best of its 
ability, and if that Bank finds that in its opinion any of its eustomeis is 
going outside then proper sphere, they will let the customer know that 

8404 That will be after the event Why should it not be known 
before the event? One w’ould be regulation and the other would be 
police action 9 — I do not think so You are asking the Impenal Bank to 
do too much We cannot piohibit othei people from doing any business 
they like 

8405 You think if the Deserve Bank would come into existence, that 
would be able to do that? — No, not in the way you suggest 

8406 So you think things will have to take then own course in the 
light of experience 9 — Largely so, yes 

8407 You made some suggestion with regaid to the investment tiusts , 
Is it your idea that these should not be biought mto foice until the 
present condition of the state of mdustnes m this country impioves 9 — 

I think that in the numeious little mdustnes that I have seen staited in 
India there has been much too gieat a tendency to bonow money from 
the outside public instead of the piomoteis putting up then own capital 
and the idea as fai as I can make out is held that investment trusts 
should be foimed m older to supply these embijo industries wuth the 
capital which many people think that they should be provided by the 
promoters When you have a laige body of oiganised mdustrv, then you 
can bring investment trusts into opeiation with a reasonable success and 
benefit to all concerned 

8408 Would 3 7 ou believe that when I started mv career as a cotton 
c pmner I got hold of a book written by Mr Walmsley, a Manchester ex- 
pel t, and I found that m it he had laid dowm definitely that it is much 
better to have small capital from promoters and have large borrowed, 
capital which will carry a smaller amount of mteiest w r hich the promoters 
may expect to pay out of piofits I took that advice and I did not then 
realise that my country w r as not yet ready for that advice, and it was 
meant only for commercially developed countries like England May 
I ask if that advice was sound for England, why it should not be so here 9 
— So far as it relates to finance by way of deposits I thmk it is not 
sound for England The position of the cotton textile industry of 
Lancashire is bad or worse than that of Bombay or Ahmedabad Mills and 
I believe the deposits system has been a cause of embarrassment there 
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8409 You theiefore, think it is not a sound idea? — Yes, it is only 
the Lancashue idea and it is not the right idea 

8410 You think it is a wiong idea? — I do Supposing other people do 
not agree with you that it was a wiong idea because this idea is also 
held by other financiers, what would be your remedy? — I would propose 
that capital foi the industries should be put up by the promoters m the 
shape of share or debenture issues 

8411 But if they have not got the necessary money but have the 
requisite knowledge, experience etc ? — They will have to find it by putting 
•a good proposition before the public 

8412 Do you mean to say that they should first make money from 
ofhei sources — which aie very limited m India — and then piomote the in- 
dustries? You know m countries like England and Germany, people 
have many sources open to them to make money while in India there 
is a scarcity of such souices Would you indicate the sources fiom 
which the piomoteis should find the money? — Some of them may be good 
inventors and they may be honest and capable workers — I think the best 
reply to that would be the case of certain Cawnpore mills , or some of 
the jute mills m Bengal or the tea gardens of Assam Thev were all 
started m a small way, veiy often by one man only But as a result 
of good management and as a lesult of conserving their profits, they are 
nil veiy prosperous concerns today 

8413 So your idea would be that if the industiy could be divisible, 
the smallest unit should be attempted first, commensuiate with the funds 
■available? — If you can put up the capital for a large venture, start it, 
but it is generally a good thing to stait a new industiy m a small way 

8414 As regards securities, does the Imperial Bank accept as security 
the shaies of other banks which aie quoted on the Stock Exchange 0 — 
Nc 

8415 Aie the debentures of such concerns which aie quoted on the 
market accepted as secunt-y bj the Imperial Bank? — Not by Imperial 
Bank but they aie by othei banks We can accept them as well as 
shares as collateral to a limited extent, but not as pumaiy security 

8416 Yesterday we were discussing the question of raising capital Do 
jou not think that one of the ways of raising money would be for res- 
pectable people, who though they had no capital, had the means, to take 
up debentrues issued bj good and leliable concerns? — Yes, that is what 
takes place veiy often 

8417 Theie is nothing from the banking point of view against it? — 
Nothing, piovided theie is a sufficient margin against the issue 

8418 What is voui idea of a sufficient margin? — It would depend entnely 
on the standing of the debentures and the secunty which the debentuie- 
holdei has I cannot say what the other banks require as a margin for 
debentures As I said we do not accept them except as collateral secu- 
rities As legaids shaie capital the usual maigm is fiom 40 to 50 per 
cent of the maiket value 

8419 Chav man Ansing out of Lala Harkishen Lai’s questions 1 
wont to ask one questiaon ]Ust to be able to appreciate the position 
eonecth I know fiom the Imperial Bank Act, as it now stands, that the 
Imperial Bank is not allowed to advance money on the shares and deben- 
tures of limited companies except as collateral From the point of view 
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the Imperial Bank is tlieie any objection to its undertaking that business 
if of course the piovisions of the Act were amended’ — I think that so 
long as the Impenal Bank is m its present position, it is much better to 
slay out of that business 

8420 By present position jou mean so long as it holds Government 
balances’ — Not only that, but also fiom the point of view of its respon- 
sibility_ to the countiy as a whole 

8421 But some of those responsibilities will be laigely reduced if and 
when a Beseive Bank is established’ — I would fast like to know on what 
lines the Reserve Bank is to be established and also what position the 
Imperial Bank is going to hold 

8422 Mi Shanimihham Chetty You said in answer to Lala Harlnshen 
Lai that the practice which prevailed in Ahmedabad of starting under-capi- 
tahsed concerns and financing the block account by deposits, etq is ori- 
ginally a Lancashne idea’ — Because I know that this was the, practice 
In Lancashire befoie it was mtioduced in India 

8423 Has it come to youi knowledge that any of the Lancashire mills 
have suffered to any considerable extent or have been faced with any 
considerable difficultv as a lesult of following this practice* 1 — I think you 
wil 1 find it so stated m moie than one article of recent years m the London 
financial papeis It is common knowledge I believe 

8424 But have the mills actually got into any difficulties’ — Deposits 
were withdrawn, and if it had not been for the banks who took the place 
of the depositors, the crash would have come eailier than it did 

8425 My mfoimation is that the difficulties of the Lancashire mills 
began as a lesult paitly of over-capitalisation during the boom period 
•and then difficulties increased when there was a run on them foi the 
withdrawal of deposits My point is is it not a fact that the Lancashne 
textile industry w r as built up and had flounshed consideiabh mspite of 
then following this unoithodox piactice’ — As I have said, it is a good 
practice so long as everything goes on well, but the danger is that im- 
mediately things cease to go well, the money laised by deposits will be 
wathdiawn, and that w'as, I think you will agiee, what happened 

8426 Do you know if m Calcutta either the Imperial Bank oi its pre- 
decessor, the Bengal Bank, made advances to jute mills for block account’ 
— I do not know' of anv single instance wheie this was done 

8427 Sir Hugh Coche The quotation which Lala Hailushen Lai gave 
from Walmsley’s book, — I think it was to the effect that the proprietors 
would do well to keep then own capital small if thej couhl laise suffi- 
cient fuithei capital from the public outside It w r as not contemplated 
that it would be short-dated capital It is not unusual foi proprietors 
to keep then capital low, provided they can get debenture capital sub- 
scribed Now I put it to \ou that that is usual, it is not objectionable’ 
— No, so long as it is shcu e capital I understood Lala Sahib to mean 
deposits 

Lala Hankishen Lai I meant the total capital, woikmg and block both 
Walmsley says that the momoieis’ money should be small and the out- 
siders’ money large, foi then the profits W'-ould be large 

8428 Mr Manu Suhedar You referred to the deposit lates of the Ex- 
change banks, are they uniform oi do they vaiy among themselves’ — 
They vary from bank to bank 
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8429 Do not some of the new comers offer higher rates? — I would not 
confine my remark to the new-comers 

8430 You said that the deposits which they had weie adequate for 
foreign tiade and that they were also financing a certain portion of the 
internal trade from these deposits’ — I did not express the opinion that 
they weie adequate However I will not dispute that 

8431 You know that by offering half per cent more the Exchange 
banks could take moie deposits than they do now Theie is nothing to 
prevent them fiom doing it’ — Not, if they choose to do that 

8432 At present your deposit lates aie lowei than the Exchange 
banks’? — Eor 12 months’ deposits they are lowei 

8433 But people are quite willing to foiego the half per cent for the 
gieater secunt} r which the Impenal Bank might offer But if the Ex- 
change Banks were to offer half per cent more, some of your own deposits 
would be drawn away’ — Yes, possibly 

8434 If the deposits m the Exchange banks aie adequate for foieiga 
trade and also, if they are going to some extent towards the financing 
of internal tiade, do you not agiee that theie is no need to increase the 
quantity of the deposits for the puiposes of foieign tiade’ — I cannot say 
what is going to happen m the future , conditions may change 

8435 If other tilings remain absolutely the same, would the present 
amount be adequate for foieign trade’ — If conditions do not change at all, 
jes, it may be so 

8436 And the door is at present open to them to take more money 
by increasing their lates? — Yes 

8437 l r ou would not like that door to be closed? — No 

8438 Not only m the mteiests of the Imperial Bank but m the in- 
terests of the joint stock banks, the latter, you know, pay a lot more? — 
In the interests of business generally, I should say, no 

8439 You know that even now this money is not being used m India? 
—You mean it is used for expoit’ 

8440 If money is taken in India and used m Ceylon, Malay Penin- 
sula or Japan, you would not interfere? — That is a big question and I 
would like to consider it 

8441 Would you favoui us with your views later on? — Yes 

8442 Chairman Some of the witnesses before the Committee have 
complained of the dual control of the Government of India and the Im- 
perial Bank over the Bank rate and suggested that until a Cential Bank- 
ing Authoritj 7 can be created, the regulation of Bank rate should be in 
the hands of the Imperial Bank without, interference from the Executive. 
So long as the control of Currency is m the hands of x he Government, 
do you think it is possible to take au'uy from the Executive any voice in 
the matter of the regulation of the Bank rate’ — So long as the control of 
the currency is in the hands of Government, it is impossible to take from 
them the powers ovei the Bank rate which that conti ol gives them. 
Those powders confer the right to expand and contract the currency and 
the supply of currency is an important factor m determining the Bank 
rate Even if it were possible to take away the powers of Government m 
this matter, it is clearly to the advantage of the country 



921 1 

that currency and credit should be managed by authorities working in 
sympathy and that could not be, were the power vested m only one of 
them. 

8443 One of the piomincnt Indian bankeis, has pointed out that banks 
m India have no souices of information to deteirmne the credit of then- 
clients except thiough bazar reports and that if a bank insists on a client’s- 
producing his balance-sheet, the client lesents the idea and goes to 
another bank winch receives him with open arms without insisting on the 
information It has been pointed out that this state of affairs is un- 
satisfactory and it has been suggested that some conceited action by 
banks in this matter would go a long way to improve and extend credit 
vdiere needed Do you approve of this suggestion 1 ? If so, have you any 
objection to the Imperial Bank taking a lead in the matter'* — The inform- 
ation necessary to conduct a satisfactory banking business m India is 
available m the great majority of cases if the correct method of obtaining 
it is followed — the success or failure of the efforts to obtain the informa- 
tion must depend on the ability wuth which the banking business is con- 
ducted and I do not think concerted action wall save the “bank wdncbt 
leceives him with open arms without insisting on the information” X 
do not approve of the suggestion made, as the improvement and extension 
of credit wlieie needed can be piovided by banks which confine themselves 
to legitimate banking risks, moreover concerted action between a number , 
of competitors doing business undei different conditions and standards is 
almost impossible, also if any attempt to work on such lmes ivere made, 
there would be an immediate charge of a combination detrimental to tbe 
general public 

8444 It has been suggested that opening and closing liouis of banks 
at any place must be uniform for all banks and that the piesent state of 
affairs where some open for business 'at 10-30 and some jpen at 11 and 
where some close at 3-30 and others at 4 or 4-40 is not satisfactory Are 
you m favour of laying down unifoun opemng and closing houis for banks 
at any place 1 — The opening and closing houis of a bank should conform 
as fai as possible with the requirements of the people dealing wuth the 
bank and in piactice it wall be found that this is so It follows that 
wheie the clientele of one bank is different m its requirements to that of 
another bank the hours wall vaiy To lay down uniform opening and 
closing hours would be a handicap to tiade and business generally 

8445 It has been pointed out that the rates of interest chaiged by 
banks to merchants and tiaders vaiy among other things with reference 
to the seasonal rise and fall of the Impenal Bank rate and that it is not 
unusual to have the latter rate standing at 6 per cent wuth money at call 
unlend able at 2 per cent Would you kindly explain to the Committee 
wdiat this latter phenomenon is due to 1 ? — Does not this phenomenon act 
to the detriment of tiade and industry? Have you anv remedies to sug- 
gest? — The Bank rate and the call money rate are m reality the charge 
made for two different ai tides The foimer is the interest charged for 
“credit” foi an agreed period The latter is the interest obtained on 
surplus “cash” seeking day to day employment, the owmei of such cash 
vi ill accept a return however small rather than leave the money idle, pro- 
vided he can be sure of its immediate re-payment when needed and the, 
rate therefore tends to conform to Banks' demand deposit rates rather than, 
te their lending rates. 
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Call money can only be invested m an immediately leahsablo form, 01 
alternatively the boirowei must be prepaied to bouow elsewhere at what- 
ever rate is demanded, as repayment must be made immediately It is 
-called foi , it is not theiefoie of neailv so much value as an ordinary loan 
which the borrower can repay when he hires but can rely on the lender 
not to call on him to do so until the lapse of a specified period and even 
then to give furthei time in deserving cases In the case of “call” loans 
the option of lepayment is with the lender and of other loans with the 
borrower subject to the terms of the loan 

It sometimes happens that call latcs are above Bank rate owing to 
a sudden temporal y stringency m the cash position insulting m the calling 
up of the money lent on call, ciedit lates are not so liable to be changed 
for temporary leasons 

The quotation fot call money is usually foi veiy insignificant sums 
eompaied with the amounts involved m credit tiansactions (loans from 
banks based on Bank rate) 

It should be noted that ivide diffeienees between call monev lates and 
Bank late are not pecuhai to India — they are characteiistic of London, 
New York and other monetarv centres 

8446 It has been suggested that the management of sub-tieneuries in 
centres where there are no branches of the Impenal Bank of India mav 
be entrusted to approved co-operative banks or blanches of such banks 
and that this would, besides facilitating the tieasurj woik of Govern- 
ment enhance the status of co-operative banking m the public mind 
Would you kindly tell tbe Committee voui views on this suggestion? — In 
the piescnt state of the Co-opeiative Movement m India 1 am of opinion 
that it is not advisable to entrust to them the management of 
the sub-tieasunes These banks have as much as they can do to mmd 
then piesent business and it would be bevond tbe poweis of then staff to 
undertake the suggested management The status of coopeiativc bank- 
ing might possibly be enhanced bv tbe suggested step because it would 
encourage the idea of Government lesponsibihty but I am of opinion that 
befoie any such step is taken, the piesent lclations between Government 
and these banks should be stuetly enquiied into and placed on a cleat and 
definite footing beyond nil possibiJitv of misunderstanding 

8447 The representative of an Indian Bank giving evidence before the 
'Committee stated that admission to tlie Cleanup House lias been nlvvnvs a 
jealoush guuuled monopoly of membets wheie the Exchange Banks are 
geneially m the majoiity and that Indian banks have found it vei\ diffi- 
cult to gam admission The instance of the Bank of Hindustan m Madras 
has been quoted and it Ins furtliei been alleged that while the Indian 
members of the Cleanng House m Madias voted foi admission of that 
paiiiculai Bank, all the non-Indian members voted against it with the 
result that the Bank was not admitted Have you anything to sav on 
this partieulai instance and on the peneial allegation? — Speaking generally 
it may be said that membeiship of the Bankers’ Cleanng House is regard- 
ed m all parts of the world as a valuable pnvilege and that m view of 
the liabilities to all the other members which eveiy merabei meuis at 
each cleanng it must lest with the existing members ns who shall be 
admitted as new membeis The standing, reputation, volume of busi- 
ness, of each applicant must of couise be eonsideied but refusal of ad- 
mission should not be leg tided as a icficction on the diameter or stand 
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mg of the candidate There are many other factors to be considered and 
ii is a well known fact that many British and foreign banks of the highest 
world standing are not admitted to the London clearmg 

I prefer not to discuss the paiticular case mentioned m the question as 
I have no personal knowledge of it and such a discussion would be out 
of place here 

8448 The representative of an Indian bank has stated that the open- 
ing of a new bank or the bianch of an existing bank is a very difficult 
Hung m India owing to the attitude of the Impenal Bank It is said that 
instances are not wanting where piomoters of a new bank aie dissuaded 
from the work, where borrowers of a new bianch of a bank are threaten- 
ed with the cancellation of all existing facilities and wheie even the usual 
facilities allowed to its oidinaiy clients or even the common courtesy of 
a co-banker are denied by the Imperial Bank to the mdigonous banks 
Have you any observations to make on this statement? 

In connection with the above statement the following instances have, 
been placed befoie the Committee — 

(1) One of the members of the local Advisoiy Boaid was advised 

to cease all connections with a branch of the Andhra Bank 
and he was fuither told that if he promised to do so, they 
would wait foi two months and see whetliei he actually acted 
up to his promise and then only help him m his banking re- 
quirements 

(2) The Andhra Bank opened a branch at a certain place and m 

oidei to help that branch the Bank asked the Imperial Bank 
to transfei a portion of its cash credit at the head office of the 
Bank to its bianch The Imperial Bank is stated to have 
refused this facility and this has been understood by the 
Andhia Bank to be an attempt by the Impenal Bank to dis- 
courage other banks fiom opening branches where the Im- 
perial Bank has its own blanches 

(3) The Impenal Bank allows a special late of 1/32 per cent foi 

remittance of sums of Its 10,000 and over to othei banks 
and they appear to have refused this facility to the Andhia 
Bank which applied for transfer of funds from Masulipatam to 
Cocanada and Hyderabad where the Bank has blanches 

(4'. In Cocanada where the Andhra Bank has opened its branch, the 
Imperial Bank charge commission foi collection of the cheques 
on the Cocanada bianch of the Andhia Bank at l/16th per 
cent They are not charging m this way at Masulipatam, 
and this is understood b> the Andhia Bank to be an attempt 
on the pait of the Impenal Bank to discouiage the opening of 
blanches bv other banks at places where the Impenal Bank 
has its own branches — The Imperial Bank does its best to 
help smallei banks and I disagree entirely with the statements 
made m this question regarding the attitude of the Imperial 
Bank to the indigenous banks The instances regarding the 
Andhra Bank are being enquired into and the result wull be 
« advised later 

8449 A complaint has been made that the new blanches of the Im- 
perial B ank of India m a number 'of places serve no v useful purpose and 



only cut into the business of local banks Would you kindly explain to the 
Co mm ittee whether theie is any force m this complaint, with particular 

refeienee to the one hundred new blanches opened by the Imperial Bank? 

Ai eveiy blanch of the Bank ive conduct the Government Treasury busi- 
ness which I think most people regaid as a veiy useful service for all con- 
cerned At a few places where we hove opened branches, it has eventually 
been found that prospects did not justify our remaining there and we have 
closed down The fact that we have met with satisfactory support fiom 
the public at most places is a cleai enough indication that we serve a use- 
ful puipose theie, from the point of view of the public 

8450 One of the measures suggested to the Committee to protect the- 
interests of indigenous joint stock b antes is to prohibit the opening of new 
branches by the Impenal Bank of India at places which m the opinion of 
Government have been adequately supplied by banking facilities by the 
pxisting institutions It has been pioposed that Government should judge 
the adequacy of banking facilities by the numbei of institutions at the 
place, by the interest lates, the population, tiade and industry, etc 
Would you kindly favoui the Committee with youi viens on this sugges- 
tion 9 — I am opposed to anv lestnctions uhatevei on the activities of any 
bank m the field of branch banking What this country wants as much 
as any (lung is banking facilities on the widest possible scale and the best 
wav to ensure this is to leave it to the initiative of the banks themselves 
If it pays them to open new blanches, let them do so 

8451 It has been alleged that at places wheie the Imperial Bank has 
the sole monopoly of banking business, it cliaiges highei rate of interest 
than at places ulieie it. has to compete with other banks and that this 
clearly proves that its lowering of interest lates at otliei places was not 
actuated soleh by regard for public interest Have you anv obseivations 
to make on this allegation 9 — This may be so at smiill places wlieie there 
is little business to be done and consequently we find it difficult to cover 
expenses — similar conditions pievail m costs of otliei ai tides besides money 
Geneially speaking howevei, we woik at uniform lates and it will be found 
Giat whether 01 not theie aie competing banks piesent, oui advent has le- 
sulted m a 1 eduction of lates to the advantage of borrowers It is per- 
haps unneeessaiy for me to obseive that legard foi the public interest is- 
not and we have nevei held it to be, our sole motive in fixing rates eithei 
lending 01 deposit — we have our profit earning side to consider 

8452 It has been brought to my notice that the Imperial Bank opened 
a pay office at Chandausi and that it resulted m the reduction of the rate 
of interest charged bv the pieviously existing banks to the public I 
understand that the pay office vas later on closed and the oldei institutions- 
have again raised then interest rates Will you kindly tell me whethei the 
facts are as stated 9 If so, v hat useful lessons could be drawn fiom such 
expenence? — 

Please see answer to question 8081 

8458 It has been pointed out on behalt of the Indian joint btock banks- 
that theie is a minimum rate of interest which they should charge to the 
public having regard to — 

(1) the rates paid by them on the deposits received, 

(2) their charges for maintaining branches including over-he vS' 

charges and 

(3) charges for* remitting money from place, to- place 
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Could jou kindly tell the Committee whether you can indicate any 
particular rate of interest as a reasonable rate from the point of view of the 
Indian pint stock banks and the public ? — I cannot say more than that 
money rates aie determined by supply and demand, not by the factors 
■detailed in this question except in so fai as they affect supply and demand 
The rate for loans must be such as to admit of reasonable piofit after pay- 
ing all charges and making all neeessaiy provision foi bad debts, deprecia- 
tion, leserves, etc , etc 

8454 The Indian Tea Planters’ Association have pointed out that the 
Impenal Bank at present finance tea companies by advances against 
personal guaiantee of a biokei on hypothecation of crops as collateral 
securities It has been suggested that it would be very convenient to the 
tea mdustiy if the Imperial Bank could provide the necessary finance on 
the guarantee of local banks liko the Jalpaigun Banking and Trading Cor- 
poration Ltd , which is the piemiei local bank m Jalpaigun wheie there 
are about 144 tea gaidens Would you kindly favoui the Committee with 
)oui views on this suggestion? — The Imperial Bank is prepared and 
actually does finance tea gardens on the guarantee of a suitable thud party 
supported by hypothecation of the borrowers’ crops Any applrcation for 
such accommodation will be dealt with according to its ments 

8455 It has been stated that the grievances of the tiadmg community 
against the lates charged by the banks which aie based upon the Imperial 
Bank rate are to a certain extent justified in that for many months m rhe 
yeai, the Impenal Bank late does not leflect the true condition oi tlie 
money market and that instances are not, wanting wlreie banks advance 
money at 24 per cent on gilt-edged securities while charging 74 pei cent 
to trade and industry on then cash credits Would you krndlv favour the 
Committee with youi observations on this point? — Please refer to my 
answer to question 8445 The explanation is very much the same heie — 
the rates quoted are not for the same accommodation 

8456 In oi dei to protect banks which aie honestly managed from em- 
bairassnrent caused by mischief makers, it has been suggested that a pro- 
vision should be made by law to the effect that on any application being 
made by a shareholder for instituting cnmmal proceedings undei the Indian 
Companies Act against a bank, a preliminary enquiry shall be held in 
camei a into the allegations made and the charges shall be framed only 
if the result of such an enquiry m the opinion of the Court, warrants the 
same Do you agree with this suggestion? — I am entnely opposed to pro- 
ceedings m camera m these cases for the reason that concealment will have 
more harmful effect than a full disclosure of the facts I understand that 
under the present procedure the Magistrate concerned has enough power 
and discretion to ensure that sufficient enqumes are made befoie any sum- 
mons is issued 

8457 Some witnesses are of opinion that m the present condition of 
Indian banking, the best way to provide better ciedit facilities to frade 
and industry would be by organising indigenous bankers into a class of 
licensed bankers and using them as agents of the Imperial Bank or of a 
Central Banking Institution Do you favour this suggestion? If would 
you kindly state (1) the restrictions and obligations to which the licensed 
bankers should be subject, eg, m respect of business, security to the bank, 
etc , and (2) the privileges which they should enjoy? — The Bank has 
consistently set its face against the practice of allowing its agents to 
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■undertake any business on tbeir own account and, if a sin off weie appointed 
an ao-ent of the Bank, he would not only expect to be allowed to carry 
on his own business but also to do business which would be m competition 
with the Bank It would be veiy difficult foi him to do othei than put 
his own interests first Further the Bank could not veiy well differentiate 
and, if other agents wished to do money lending business, it would be 
almost impossible to stop them 

Anotbei aspect of the pioposal is that, if the shioft guaranteed the 
business he put through for the Bank, we should have to allow him to take 
any steps he desired m times of stress to protect his own inteiest The 
steps taken might conflict with the Bank’s policy and result m undue 
pressuie being put on constituents at a time wdren a moie lenient course 
would be in the inteiest of the country as a whole 

8458 Would you kindly favour the Committee with youi views on the 
following recommendation made by the Marwadi Chamber of Commace in 
this connection — 

(1) Tkeie should be along uath the schedule of ]omt stock banks, 

m fhe Beserve Bank Bill, a schedule of shroffs and indigenous 
bankers to whom the financial facilities given to joint stock 
banks should also be given, 

(2) The sin offs or indigenous banlceis included m the schedule should 

confoim to a presenbed standard, 

(3) The account books of the schedule shioffs and indigenous bankers 

should be periodicals inspected bv examiners appointed by 
the Beserve Bank, 

(4) The shroffs or bankers should be allowed to cany on the business 

of commission agents along wath that of banking, and 

(5) They should be prohibited from trading on tbeir own account’ — 
'Any concern private firm or otherwise which wishes to be placed m a 
schedule in the Beserve Bank Bill similar to that lelatmg to joint stock 
banks should m my opinion be subject to legal conditions regarding its 
business similar to those ruling in the case of the joint stock banks, more- 
over the business of such concerns should be strictly confined to banking 
for it is bank endorsed -paper the Beserve Bank would wish to re-diseounc 
and the affairs of any scheduled firms should be open to the closest 
scrutiny 

8459 In connection with voui scheme of selection of candidates for 
appointment as probationary assistants m the Bank, it has been suggested 
that it is desuable with a view 7 to obtain most competent recruits and to 
avoid public criticism the lecruitment should be .based on a system of com- 
petitive examination written and oial, the latter largely to enable the Bank 
authorities to judge of personal appearance, speech, deportment family 
connections, etc Would you kindly 7 tell the Committee wdiethei you agree 
wuth this suggestion? — I agree with the suggestion and as a mater 7 f fact 
at dias been put into practice foi some yeais now 7 m Calcutta and Bombay 
with veiy satisfactory results to the Bank 1 Madras procedure is being 

1 brought into line wuth that elsew 7 here 

8460 It has been stated that the privilege of handling Government 
moneys may be given to joint stock and co-operative banks at places where 
there are no branches of the Imperial Bank and that such a system prevails 
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m the United States 'where at places which have no Federal Eeserve Bank- 
er its branches, the Government approves of ceitam National Banks to be 
depositories of its funds on such banks lodging collateral in the shape of 
Government securities, bonds of fedeial land 1 banks or some other 
designated security up to an amount fixed by the Government tieasurei 
Would you kindly favour the Committee with your views on this sugges- 
tion? — Prior to the incorporation of the Imperial Bank of India it was the 
piactice of Government to allow certain Government or gaasi-Government 
balances to be deposited w ith approved banks on their depositing security 
to cover those balances I would have no objection to such deposits bong 
made with approved banks against suitable security but the agreement 
between the Imperial Bank and Government would have to be suitiblv 
amended and any such arrangement would have obvious drawbacks from 
Government’s point of view Under present eomdtions the treasury 
balances are mobilised m a bank whose charter is designed to secure the 
■safety of those balances by restricting the class of business which may be 
undertaken and by the presence of 5 nominated Governois on the Board 
as well as the reservation to Government of the right of appointment if the 
Managing Governois Mobilization of balances under such conditions en- 
sures their most economical use under favourable conditions of safety and 
efficiency To distribute the balances amongst several banks would m my 
opinion be a backward step leading to a deterioration of Government’s 
treasury position 

8461 It has been stated that there is no co-opeiation between the Im- 
perial Bank of India and the othei joint stock banks m the country and 
that it would be to the advantage of the banks, if a Bankeis’ Assiciation 
were formed by the Imperial Bank on the lines of the Exchange Banks’' 
Association where questions affecting common interest of the banks includ- 
ing the Imperial Bank may be decided Would you kindly tell the Com- 
mittee your views on this suggestion? — It is not the fact that there is no 
co-operation between the Imperial Bank of India and the other joint stock 
banks in the countrv Not only do we give advances on very favourable 
terms to such banks, but it is my experience that the leading officers and 
Diiectors of most of such banks discuss m the most fnendly manner matteis 
of common interest with senior executive officers of the Impenal Bank 
My own opinion is that this relationship between the Imperial Bank and 
othei banks is preferable to what would exist were a Bankers’ Association 

1 formed of which all would be members Such an association when the 
time is lipe for it should be confined to banks of moie or less equal stand- 
ing doing similar business and having the same problems to face If the 
Trapenal Bank was a member, it would I think dominate the deliberations 
to an undesirable degiee and the healthy development of the smaller banks 
by their own efforts would be retarded All the advice and assistance w’hich 
the Impenal Bank can give is available undei present conditions and I 
would therefore piefer to See the other banks' foim their association on 
their own mitative and conduct its affans m their own way 

8462 1 It has been pointed out by a witness that the Imperial Bank 
igenfs are now agents of not only Indian Insurance Companies but also 
of foreign Insurance Companies and that with a view to help Indian 
Insurance Companies it must ,be .provided that agents should take up the 
agency of only Indian Insurance Companies Have you any observations 
’o tnake on this suggestion 7 — This is not so — the Bank, not its Agent, nets 
as agent for certain Insurance Companies m order to facilitate its own- 



928 

1 


business The arrangements under which the agencies are conducted are 
of old standing and have proved very satisfactory to us The suggestion 
that the Bank should be debarred from acting as aaent for other than 
Indian Companies means a restriction on business which is most undesir- 
able — as with other people we wish to do our business m the best possible 
market unfettered by unnecessary restrictions 

8463 lb has been pomted out by one prominent Indian banker that 
at present a joint stock bank does not go to re-discount its bills with the 
Impenal Bank as that would be taken to mean that the bank is m financial 
trouble Such lediscountmg is considered to be the last resort which a 
bank takes and it is alleged that such action affects their credit It is 
suggested that if the Imperial Bank could discount the bills of the joint 
stock banks at a lower rate than they do foi merchants and traders, the 
public will associate such ^discounting with the privileges accorded by the 
Impenal Bank and the joint stock banks would be moie willing*' to avail 
themselves of the privilege Could you kindly favour the Committee with 
youi views on this point? — I do not think that any reduction we could 
make m fa\our of joint stock banks would induce them to tender their bills 
for le-discount with us The leal objection to such le-discount business is 
not the disclosure of the discounting banks’ business to the public but the 
•disclosure of it to the Impenal Bank Our discount rates are already on 
rock bottom level, any reduction m favour of rediscount business would 
place it on a non-paying basis 

Furthei m my experience it is not because of the late of discount that 
jom stock banks do not rediscount bills with us but because it is simpler 
for them to boirow by loan against Government securities and repay the 
loans, or pait of them, as they aie able They desire to benefit by reducing 
the intei est they pay to us immediately they have any surplus funds and 
it is more difficult for them to do this if they obtain the accommodation 
by ip-discount 

8464 Some figuies were given bv Sit Norman Muiraj , Managing 
Gov emoi of the Impenal Bank m the course' of his evidence before the 
Hilton Young Commission, showing deposits, advances, overdrafts, etc 
distributed as between Indian and non-Indian clientele of the Imperial 
Bank In view of complaints of alleged preference to non-Indian customers, 
would you kindly supply the Committee with a statement bringing the 
figures supplied bv Sn Norman Murray up todate? — I wall have the state- 
ment made up to date and forwarded to you 

8465 It is said that none of the organised banking institutions of the 
■country gives any direct assistance to the agriculturists and that the Im- 
perial Bank of India has recently begun at a few centres to finance big 
landlords on peisonal security with sureties or on the security of the pro- 
duce or of gold Would you kindly give the Committee some fuller details 
of this recent policy of the Imperial Bank, the provinces where it has 
been introduced and the measure of success it has attained ? — The policy 
of the Bank since its inauguration and throughout India has been to en- 
courage advances at reasonable interest against personal security wnth at 
least two good names supported if possible by the hypothecation of goods 
or crops, also against the pledge of agricultural produce, trade stocks, gold, 
etc , — in fact against stocks of readily , marketable commodities This 
policy has not been limited to big parties, it has been extended to all and 
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sundry, (lie only condition being that the bonowei is a lcliable party and 
the security suitable in oui opinion Eiom the fiist considerable reluctance 
to pledge stocks was experienced, the reluctance being due to a feeling that 
binli i couise entailed loss of cicdit and standing by the bonowei, tbis 
feeling is howevet being oveicome and each jeai it is less m evidence Ten 
veais’ cffoits on our part have met with a moderate measure of success, 
they have cost us huge sums of money for which we have not yet received 
hn adequate return but we cany on m the hope that the advantages of 
oui sjstem wall eventually be recognised moie fully and moie ficely availed 
of bv the laige circle to winch they me extended" 

SH50 In comuienlmg on the pioent, position lcgaidmg the financing 
of agncultunsts, the Provincial Committees have jiomted out the necessity 
for gieater co-oidmniion between the Co-opeiatne Movement and the Im- 
penal Bank Two suggestions have been made (1) In the fiist place it 
has been suggested that the Impenal Bank should give cash ciedit to Co- 
operative banks dming the slack season at mcdci ite latcs of interest This 
would enable the Co-operative banks to advance monev to Co-opciative 
societies md these societies to agriculturist^ at lates lowei than at piesent 
It is said fliat this would bo an arhnntage to both pailies as tlie Imperial 
Bank would have widei scope foi the investment of its funds during the 
slack season and the Co-opei rtive Movement would be piovided with 
c'beapci monev Would von landlv give the Committee a bioad review of 
the pohev of the Impenal Bank m legaid to it-> system of cash credits to 
Co-opontivo banks and snv bow far m voui opinion tins suggestion of ex- 
tending the svstem ind reducing the rate is feasible ? — The policy of 
the Impenal Bank m legaid to its system of cash ciedits to Co-opeialive 
banks is to giant such facilities on the cheapest possible ieims and, to the 
utmost extent possible piovided that the business of the bonow'eis is con- 
ducted in what wc consider is a satisfactoiv manner In mv opinion the 
business of the Movement ns a whole cannot be considered to be conducted 
in a salisfactorv manner — the fundamental principle of tiue co-opeiafron 
is lacking — overdoes mo highly excessive — audit is defective — control is 
inefficient — (he ciedit of the movement is clneflv based on the lesponsibility 
of Government and that responsibility has nevei, so far as I know been 
clcarlv defined Under thes" conditions, sihilst wo me prepared to con- 
sidei cash credits to co-opoiativo hanks against 01 omissorv notes of the 
pinnmv societies wc naturally picfer Government pnpei and we wish that 
the ei edits against piomissorv notes should he for seasonal purposes and 
that tliev should not he used for the long teim advances which have been 
made too frcelv within the movement In mv opinion we, as the centre 
of the banking svstem m India, have n duly imposed upon us not to grant 
facilities to concerns doing unsound business and it is for that reason that 
we prefer gilt edged security fiom the co-opeiative movement and that 
I now’ rage upon you the desirability of an All India Enquiry into the con- 
dition of the cooperative movement and the position of Government re- 
lative thereto Provincial enquiries are not effective enough, what is warned 
is the higher nuthontv of an All-Tndm body You will agree that holdrng 
these views extension, except on the linos indicated, and reduction of rates 
T cannot regard as feasible 

8467 In fhe second place, it lias been pointed out bv one of the Pio- 
vincial Committees that co-operative banks can obtain cheapei short-term 
money than at present from raoney-Ienderc during the slack season, if 
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these monies could be relumed to the money-lendeis at the commence- 
ment oi the busy season for use by the hittei It has been suggested ihif 
il the Impenal Bank could help the Ccntial Co-operative Banks by moans 
of cash ciedits to lepay the deposits of the monev -lendcis, it Mould be to- 
thc advantage of the co-operative movement and the agriculturists Would 
j ou kindh give the Committee v ora view s on this suggestion 9 — If the Co- 
opeiative banks are functioning propeih I thmlc then bonow mgs from 
commcicial banks and/oi money-lenders should be lcpaid at the end of the 
mam cultivation season (2 c , the end of the slack season m the commeicin 
monev maiket which is presumably tlie season lefened to m the two ques- 
tions)'* The slack season comes to an end -when the ciops aie sold to 
dealeis who .uc financed bv the commercial monev maiket and the lunds 
obtained aie available to lepay the co-opeiatnc banks who should then 
have moic than sufficient internal resources to earn on until the ne\t 
cultivation season Anv system by winch the cn-opeiativo lianks bonow 
alternatively fxom the monev -lendei s and the (ommeicial banks would h» 
most dangeious as it would pi event the necessitv foi the piopci liquidation 
of loans when the puiposcs foi which ihev aie gi anted aie completed and 
the money is available with the cultivatois — a necessitv which aheadv is 
largely ignoicd bv the co-opeiativc banks Under such a system (lie 
present accumulation of ‘dead’ loans would be vastly added to The co 
operative banks mvst conform fo elemental v banking principles if they 
are to continue m existence, 1 1 (a) their loans must be gi anted for de- 
finite purposes (b) the amount of the loans must be commensurate w.tL 
then puiposes and (c) withm the lepay mg capacity of the bonow eis (il) the 
loans must be gi anted onlv when actually required, c g at seed time 
etc , (c) they must he repaid when the purpose is fulfilled, e g , soon after 
harvest and (/) ample tangible fluid lesomce must be maintained Failure 
to conform to tliese rules must end in disaster involving the wholesale 
mm of the cultivatois, for whose benefit the movement was started, ci their 
moxal degradation thiougli evasion bv finudulent transfer of then lands etc , 
as happened in Burma 

8468 The Madias Banking Enquny Committee has lefened to the fact 
that the Imperial Bank lequne Government papei is sccuutv foi cash 
ciedits mste.icl of co-opeiativc banks papei As other joint stock banks 
would be able to advance loans against such papei the Committee have 
recommended that the lcstnction requiring co-operative banks to deal with 
the Imperial Bank should be lemoved Have y r ou any lemarks on tins 
recommendation? — I am not aw' aie of any lestnetion requiring co-operative 
banks to deal with the Impenal Bank Bo fai as the Imperial Bank is 
concerned I would have no objection to the co-operative banks dealing With 
joint stock banks, but of couiso Government, who m an indefinite manner 
are in some degree responsible foi the movement, nwv have otliei views 
on the subject 

8469 It has been suggested by one of the Provincial Banking Com- 
mittees that it would be more useful to merchants and tinders 'm the 
mofussil if diuing the busv season banks operating tlieie would have then 
offices opened foi an houi or so befoie then usual banking houis and also 
keep the offices open aftei the usual closing liouis of the bank Would 
.you kmdly favour tne Committee with vour views on this suggestion 9 — Is 
is quite a common piactice for banks to meet the requirements of the- 
business community' m the manner suggested It is a matter which may 
safely be left to the discretion of the local Agents 
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8470. It lias been suggested by one of tbe Provincial Committees that 
it will be a gi eat .convenience to the internal tiade it in fhe large towns 
where therG is more than one bank or branch of a’ bank, the Imperial Bank 
of India Mould take the lead m the matter of setting up a warehousing com- 
pany in m hich banks might hold a controlhng interest and that tins com- 
bined warehouse would be moie popular than separate godowns by the 
several banks Would vou kindly favoui the Committee with ioui views 
on this suggestion? — Waiehouses aie an absolutely unsuitable investment 
foi banks’ funds and the Impenal Bank should nevei ernbaik on such an 
enterprise If theie is the need for w alehouses, local capital vail normally 
supply the need 

8471 It has been pointed out that in the ]utc tiade in Bengal a 
European film in the moiussil gets buying orders fiom the Calcutta, nulls 
on commission and eb.vns on the mills against the bills of lading uf nver 
steameis and lailwav leceipts through the Imperial Bank of India It is 
said that an Indian mcichant has not this advantage and often suffeis from 
invidious diseinnmation made against him, as the mills do not anange ad- 
vances dunug turns] t in such cases Would you kindly tell us your ex- 
perience m tins matfei? — It is tiue that European firms finance them- 
selves m the manner indicated to a larger extent than Indians do, but this 
is not due m my opinion to any invidious disci lmmation made bv the Bank 
oi the mills I thmlc the explanation is that the Indian meichant can 
finance lnmscli through the Ba/aai cheapei than through the Bank and 
he piefcis the clastic methods of bazaai finance to the foinial and stuetei 
methods which aie unavoidable m documentary dealings 

8472 It has been alleged that some of the agents of the blanches of 
the Jmponal Bank in charge of Government treasuries lefuse to issue re- 
mittance tiansfer receipts to co-opexative banks on the ground shat funds 
which aie pioposed to be transfeired aie not foi bond fide co-operative 
puiposes but foi purposes of exchange It has fuither been alleged that 
even certificates of co-opeiative banks, stating that the transfei is foi co- 
operative puiposes, are not accepted by the branches of the Impenal Bank 
Do you think it is desirable that the agent of a local blanch should lefuse 
to accept the certificate of co-operative bank? — I considei eveiyone has 
the light to refuse to act on a certificate without proof of its correctness 
and it is a light exeicised by eveiyone fiom the Income Tax authorities 
dpwnwards An agent of the bank should howevei onlv take > such a 
course on instructions fiom his head Office The facility of fiee tiansfeis 
has been so frequently abused m certain provinces that stiong action by 
us has m some cases been necessary as tbe Begistrai appears almost help 
less m tbe mattei Such action is not only taken in oui own interest but 
also in that of the Indian joint stock banks which do not enjoy the facT’ty 
of fiee tiansfeis It seems to me to be veiy irregular that the co-operative 
banks wdiich aie subsidised by the tax-payer to the extent of the cost, of 
the co-operative Department and the exemption fiom income tax, should 
be allowed to conrppte m oidinary banking business with commercial banks, 
which have no such advantages 

8473 -It has been suggested that, in order to bring the . co-operative 
societies in clnect touch with merchants, traders, and indigenous bankers 
and thereby increase then credit and help them m then* general business, 
but with a view at the same time to avoid competition -with* the existing 
joint stock banks, the concession of fiee remittance transfer receipts for 
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< T eneial lemxttance business should be gnen to co-opeative hanks and 
societies in places where no adequate facilities foi remittance me available 
it'piesent Would you kindly favour the Committee with your views on 
this suggestion’ — I do not consider that the free transfer of funds should 
be granted except for the transfer of funds used for agricultural purposes by 
the members of primary societies Theie is no reason why merchants, 
tradeis and indigenous hankers should profit at the expense of Government 
(i c , the geneial tax-payer) nr out-of-the-way places any moie than nr 
mercantile centres, and the facility would m my opinion, compete m most 
places with methods of remittance aheady in existence or which nnght 
otherwise come into existence 

8474 The Provincial Banking Committees have refened m then leports 
to the lecent withdrawal by the Imperial Bank of India of the concession 
of free remittance up to Bs 5,000 given to the Bank’s customers It is 
said that this concession was veiy useful m spreading banking habit and 
it has been suggested that with a view to promoting banking m the countiy 
a reduced concession of fiee remittance up to Rs 500 may be introduced, 
and if the concession is abused, the Imperial Bank may deal individually 
with any such abuse and that on that account the bank should not w ithdiaw 
the facilities from the pubhc generally Would you kindly consider this 
suggestion and favour the committee with your views’ — The matter was 
very carefully considered by the Bank before it was decided to withdraw 
the facility'' of fiee remittance np to Rs 5 000 Nothing has i rau spired 
since to show that the decision come to was anything but correct 

8475 One of the Provincial Committees has refened to this revival of 
the piactice of chaigmg commission on the cheques of one branch of the 
Impel ml Bank cashed in anothei Would you kindly tell the Committee 
what the piactice of the Bank was m this lespect m the past and whet it 
is today and whether such a practice would not militate against the develop- 
ment of the cheque habit? — The change recently made is meiely a reversion 
to oui fonnei practice undei which m common with all other banks ex- 
change was charged on chegues diawn on othei blanches, with discretion 
to Agents to vary or forego such exchange I do not thmk the practice 
will militate to any material extent agaihst the development of the cheque 
habit as the concession, which was granted tentatively, had shown little 
indication of encouraging the habit 

8476 It has been suggested by one of the Provincial Banking Enquiry 
Committees that as the woik of the Provincial Co-opeiative Banks develops 
the question of arranging finance on the most advantageous leims from 
outside source will require the services of some one with a knowledge of 
the money maiket and of hanking finance generally and that it wjuld he 
useful if the Impenal Bank would peimit their local Agent to attend the 
meetings of the Directors of the Provincial Bank in an unofficial capacity 
to give advice on anv financial question that might anse Would you 
kindly tell the Committee how the Imperial Bank would view such a sug- 
gestion’ — The Bank’s Agents are verv fully employed in their own business 
and m many cases it is not advisable that they should take part in the 
affairs of concerns over which they have no control We wish however to 
render every possible assistance to the movement and are prepared to 
consider proposals of the nature outlined in this question 

8477 The Bihar and Orissa Banking Committee report that a number 
of complaints have been received from shroffs as well as managers of Indian 
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joint stock banks about the difficulties experienced m then cash dealings 
with the Imperial Bank It is said that if the poddais employed by the 
cashiei of the blanch do not leceive dustun , the cash is generally undei- 
counted 01 bad coins aie mixed with good ones or old coins and soiled notes 
aie lejected without justification 01 the shroff is deliberately detained 
There is also the complaint that the Imperial Bank does not accept large 
amounts of small change tendeied m payments for dues and does not give 
one enough currency notes m exchange for rupees Would you kindly 
make enqumes in this mattei and inform the Committee the result of such 
enquiries 9 — Very serious notice would be taken by the Bank if «ny such 
practice came to its notice Unless howevei specific cases aie oioughu to 
oui notice to be enquned into it will not be possible foi any action to be 
taken by us 

8478 The Bihar and Onssa Committee have pointed out that the chaiges 
of the Impetinl Bank foi buying and selling securities arc 50 per cent 
higher than iliosc charged by banks m England for simrlai services Have 
you an} Hung to say on this point 9 — I have no information as to the charges 
made In banks m England foi such sei vices Our charges aie however 
vei\ leasonable for the business done It is of course necessaiy to consider 
all the charges made by banks m connection with the keeping of an account 
before a true companson can be made and it is obviously of little use to 
compare oue item out of many if one wishes to amve at total costs Further 
r licit* is not am tiling like tlu same fiee market foi securities m India as 
Hiere is in England 

8479 Tlie Bombay Banking Committee bate recommended the opening 
of public debt offices m Kaiacln and Ahmedabad both of winch are centres 
of considerable financial impoifcnnce and at which they undeistand from 
the evidence tendeied befoie them that a fair volume of dealings m Gov- 
ernment securities exists The} lecommend that these two centres may 
also be authorised to issue tieasur} bills on the adveitised lates after 
acceptance of tendeis The Committee would be glad to have tour views 
on this recommendation 9 — Karachi is ahead} a Treasury Bill centre 
There does nob appear to be sufficient investment fiom Ahmedabad to 
warrant tho extension there From oui own expenence, which is consi- 
derable, tlie facilities gianted at Karachi and Ahmedabad Treasuries m con- 
nection waih Government paper are quite sufficient foi local needs 

8480 To encouiage the cheque habit, the Bengal Committee have made 
the following recommendation — ■Wherever there is a blanch of the Im- 
perial Bulk, the following pavments of sums exceeding Its 100 should be 
made and accepted by Government bv cheques payable at the Imperial 
Bank — 

(а) salaries, pensions and otbei Government payments 

(б) puicbase money m auction sales conducted by Civil and Bevenue 

Courts and otliei Government officers (c) land and excise 
revenue, cesses, income-tax and otbei Government dues, and 

(d) deposits made by private peisons m Civil Criminal and Bevenue 
Courts 

Where there is no branch of the Imperial Bank, a court oi otliei Gov- 
ernment officer making a payment exceeding Bs 100 to an> pnvate person, 
should, at the request of tlie payee, make the payment by a cheque pay- 
able at any branch of the Impenal Bank that he may indicate Would 
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you kindly faroui the Committee with \our views on this recommenda- 
tion n — There appears to be no objection to this proposal It is however 
for Government to decide Payments to ciedit of Government account, if 
the cheques are not diawn on the office of the Imperial Bank of India 
where the credit is made, can only be made after collection of the cheques 
In the cases of the G 1 P and B , B & C I Endways they have given us 
an undertaking to refund amounts of any cheques returned and m these 
■cases credit is given immediately 

8481 It has been pointed out by the Bombay Committee that the 
progressive development of local channels of investment should be looked 
upon as one of the most essential duties of the Agents of the Imperial 
Bank At piesent it is ‘•aid that indigenous bankeis and local tiadeis aie 
shy and hesitate to apply to the local branches of the bank foi hnancal 
accommodation as they ate not suie about the treatment that would be 
accorded to their demands They recommend that with a view to estab- 
lishing regular touch with tlreir local clientele adiisoiy boards should be 
constituted by the Imperial Bank, as an experimental measuie, at branches, 
m a few selected centres, which would be helpful m bridging the gulf that 
now separates the Bank’s branches from those who stand m need of credit 
Would you kindly favour the Committee with your consuleied mows on 
this suggestion‘s — -The progiessne development of local channels of invest- 
ment is md has always been one of tbe most essentia] duties of the 
Bank s Agents for it is obviously m the Bank’s own interests that local 
employment should be found for local funds As regaids Local Advisory 
Boaids I am of opinion that with our piesent staff of agents whose efficiency 
and know ledge of local conditions is steaddv mipioving such Boaids aie 
iirLneeessary and m effect would probably be meiely the introduction of 
anotlici partv into tbe transaction of the bank’s business 1 have dis- 
cussed the idea with many people m vanous parts of the country and 
although it finds favour with some people, the objection is frequently 
stated that the business of the bank’s constituents would no longci be 
is pnvate as it is at piesent Until the stage is reached at which Local 
Boaids of Ducctors aio iequned I prefer to work tluough Agents alone 

8482 It has been suggested by the Bombay Committee that m* small 
centres contiguous to places wheie there arc legulai blanches of banks, 
joint stock banks, as well as the Impenal Bank of India and co-operative 
banks may adopt the system of having pro t-time blanches woikmg two 
or tlnec davs in the week, and city blanches woikmg a few houis on 
pay days, all tke<~e to be looked after bv peripatetic agents who are 
dwavs on the move It is said that this system has woiked satisfactorily 
in lunl aieas m England and may be found helpful m India in developing 
deposit banking Enough a net-woik of blanches of the laiger banks 
Would \ou kmd]y T farom the Committee with voui view's on this sugge« 
fion 9 — Oui system of outstations, pay-offices and sub-agencies is woiked 
on the lines indicated m tins question 

8483 The question of linking up co-opeiative banks with othei banks 
has been considered b\ the Provincial Banking Committees and the positron 
is broadh summarised w follows Tire financp iequned by tbe agriculturist 
may be divided into — 

(1) finance iequned for growing eiops and' ' 

(2) finance iequned -aftei the ciops have been gatheied 
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In legaid to ciops ■which have been gatheied, it is quite possible foi 
membeis of Co-operative Godov n Societies to accept a four months’ bill 
drawn upon them by the Co-operative Godown Societies and obtain finance 
tlieieon The Godown Societies niay theieaftei, if necessaiy, discount 
the bill with a Central Co-operative "Bank and the lattci in turn with 
other banks In legaid to the finance lcquned foi giowung the ciops, 
it has been suggested that it will bo a long time befoie a suitable form 
of agucultural papei is developed, foi theie is a, chance that the bonowci 
may not grow the eiop 01 that other accidents like draught 01 floods may 
destioy the craps In these cncumstanccs it lias been pointed out that 
theie is no immediate piospect of rapid advance m the dnection of cieating 
agucultuial papei in lespcet of advances granted to ljots foi lepayment 
it the harvest AA’ould you kindly lav oui the Committee with youi viev r s 
on this analysis of tile position 1 — This question is a little difficult to 
follow, but L undei stand the intention to be that when the ciops aie 
hai vested they will be taken ovei by a godown society compused of the 
virnc membeis as the pnmaiy society but with limited liability The 
godown society will draw a foui months’ bill on the cultivatoi who is 
a mcmbei of both societies discount the bill with the central bank and 
the pioceeds will bo used m reduction of the pimiuiy socictv ’s dues to 
ihc cential bank The central bank will thus have a document which it 
ilia) tendoi foi discount with a commercial bank The mam difficulty in 
this pioposal seems to me to be the godown socictv and the i chance that 
can be placed on the document oltaHe which it would issue The s)stem 
of godown societies should greatly assist m protecting the co-operative 
banks against viongiul disposal of eiop^ and m enabling tliem to give 
tune to membeis foi i epa) meat, but as stated m my answei to question 
S-167, the period duUng which these bills would be available is not the 
penod when the central banks should need to bonow money from the 
'commeicial banks I agice wifh the analysis mgaidmg the finance of 
growing ciops > 

SJ84 The Bilim and Onssa Committee have made the following 
suggestion ioi bunging down the infeiest iates foi mniketmg finance 
“the pievalent system of marketing finance is that the expoit houses oi 
the commission agents of Calcutta raise money fram then own banks 01 
the Buna Bszai aud finance those up-eounti\ tiadeis oi goladais, who 
have no, laigo capital of tlieu own ’1 lien? m turn funncc the small 
bepans of village niahapuis' who buv outnght fiom the cultivatoi s for 
easli oi credit alicady advanced This s\stem does not admit of a mom 
diicct contact with the cential money market noi can ciecht be expanded 
as occasion lequhcs, since none of the cash ci edits or book accounts 
extending fram the Calcutta exchange bank to the village bepau me 
negotiable oi transferable On the othei hand if the piocess were mveised 
mcl the village bepau oi the substantial cultivatoi could, with the help 
of the licensed warehouses create a documented agricultural muddati hunch 
of six months usance, which mav he accepted hv a legistcied mahapsn, 
flic bill so created could' he discounted in the cential money market 
It will be cngeily bought bv J the' ltdseive Bank m case of necessitv “ 
AA r ouId you kindly favour the Committee with voui views on this suggestion 
and also help tlie Committee with youi advice as to the practical steps 
to be daken to cany oui this suggestion 0 — The main difficulty in this 
-proposal is that of the licensed w alehouse It would be neceSsaiv for 
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otockb to be giaded and those ot diftcient paities mixed togethoi Tills 
is a piactice which Indian cultnatois have consistently set then faces 
against and was one of the mam leasons of the failuio of an experiment of 
a similai nature at Lyallpui The management must also be an expert 
one and this costs money I should hke to see fuithei expenments made 
m this dueetion in selected locahties as the hills cieated would be welcome 
m the money market, but I am veiy doubtful of any general success 

8185 In connection with the financing of the mica industry in Bihar 
and Onssa the Piovmcial Banking Enquiry Committee has pointed out 
that most oi the mica is law mateiial either on its way to the maiket 
oi in the last stages of production, that theie aie no banking facilities 
except what the Calcutta agent and local money-lendeig can give and 
that theie is a good scope foi the eieation oi self-liquidating eommeieial 
bills ni connection with this finance Would you kindly considei this 
suggestion and, it it is feasible, would you kindly say whethei it will be 
possible foi the Impeiial Bank to take it up a — The Impcunl Bank is 
ahead} mteicstcd m the mica tiadc and we aic always prcpaied to 
considei bills m connection with it 

8486 The Central Provinces Banking Committee has dealt w r ith the 
glass factories ni that piovincc and has lepoited that one of the faetones 
required a sum of Its 25,000 foi eicctmg new luinaces and foi making 
other impior ements but could not get money at a leasonable late of 
mteiest It is said that the Impeiial Bank could not sanction a loan as 
it had no local bianch at Gondin to take cliaige of the goods as sccunty 
If the iactory were working successfully, could not some arrangement 
be made by the Imperial Bank foi providing the required finance and 
foi safeguarding its mleiests? — Oui expencnce is that goods such as glass 
aie not a suitable banking security 

8487 The Cooig Sub-Committee appointed by the Madias Banking 
Committee have pointed out that remittance facilities aie veiy defective 
m Cooig and that the a see no leason why the Tieasuiy should not cash 
cheques at the instruction of the Impeiial Bank, stating a monthly limit 
m each case, if the} ate drawn upon the Impeiial Bank bv approved 
constituents Would you kindly favoui the Committee with y out views 

V ♦. 

on this suggestion? — If Government agrees there wall be no difficulty 
about bank's opening credits for appioved constituents 

8488 The Bihai and Onssa Committee have recommended that as 
pail of a gencial i eduction of remittance rates, discount on cheques pay- 
able tluough a bank should be abolished Could you kindly favoui the 
Committee with youi views on this i ccommendation ? — Please see mv 
answers to questions Nos 8474 and 8475 

8489 The Central Aieas Committee have recommended that licensed 
indigenous b.mkeis should be given concession rates m the mattei of 
remittance foi the same reason as loinf stock banks aie given at present 
Would you kmdh tell the Committee ■voui views on this recommendation* 1 
— Joml stock banks keep credit accounts with us but indigenous bankeis 
do not usually do so and therefore aic not m the same position 

8490 It is said that at present m Burma the rate charged by banks- 
is about 2 to 3 pei cent above the bank late m the busv season and 
about 1A to 2 per cent above the bank late at other times As the bank 
late itself is high in the busy season, the Maiwans Multams and Guyeiatis 
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send their bills to Calcutta, Madias and Bombay to be discounted at 
better rates The Burma Committee hare pointed' out that the Chetlies 
cannot do this because the Imperial Bank at Madias chaiges U to 2 pei 
cent more than it chaiges Marwau s foi discounting exactly similar hundis 
Would you loudly tell the Committee whether there is any justification 
in this complaint and if so how it can be remedied ’—The bills sent to 
Calcutta, Madias and Bombay by the Mai wans and others are for in- 
significant amounts compared with the Chetty business which is conducted 
on difteicnt lines The lates chaiged to Chettnais aie suitable foi the 
business and the parties to it Some thing moie than a demand loan 
against Government Paper (foi which bank late is quoted) is involved— 
the loans tuo for short periods taken chiefly at the height of the busy season 
' * he ultimate honowei will take as much as he can get and high rates are 
a chock on this as well as an assistance to payment at, due date so 
pi eventing a lock up Buima is a place wkeie mteiest iates aie higher 
than m India because practically all the floating loanable capital is 
impoifeed Most lenders arc non-Buimans and the few Buiman lenders 
charge Iiighei rates than others 


8491 W ould you kindly favour the Committee with youi views on the 
question, of reduction ox abolition of stamp duty on bills? — Heavy reduction 
would certainly make bills moie popular Undei piesent conditions the 
duty is evaded by means w hicli place the lending operations on a definitely 
less satisfactory basis Also i eduction would make it easiei to exercise the 
poweis under which cuncncy is expanded during the busy season The 
bills should however bear a stamp of an imposmg appearance I have 
already mentioned the mn ttei of stamps on shoit cuneney bills drawn 
against goods m transit m India 


8492 The Bombay Committee have lecommended the giant of increased 
facilities to indigenous bankers for le-diseountmg then hundis with the 
Imperial Bank as one among the various means ot populansmg dealings 
m hundis Would \ou kindly explain to the Committee the facilities now 
granted by the Impeual Bank to indigenous bankeis m each province foi 
discounting then hundis and w-herhei theie is any scope foi the extension 
of these facilities’ — We aie piepaied to considei the re-discount of bills 
throughout India foi indigenous banks The bills must of course be 
approved by us and must confoim to the lequnements of the Bank Act. 
We aie anxious to get these bills and competition forces discount rates to 


a veiy low level 


8493 As legal ds the legal status of lailway receipts you are piobably 
aware that under the Sale of Good* Act, these receipts have been placed 
on the same legal status as bills of lading Even aftei this pi o vision 
has been made, it has been suggested that theie is still some difficulty 
m the use of these railway iceeipts m eonnectiou with the financing of 
trade, as the leeeipt gives neither a full noi necessarily a conect description 
of the "oods and is not accompanied by any invoice or desenptive list 
Would you kmdly tell the Committee whether anything further should 
be done ' m regard to these railway xeceipts so as to place them on a firm 
definite and easily ascei tamable basis with a view to facilitating the 
financing of mter-station trade’— The railway leceipts should be written 
eleailv m ink and should give the marks, numbei, contents and weights 
of the packages 
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8491 Chau man Please leier to jour answer to my question S465 baaed 
upon the lepoits of the Piovmeial Banking Bnquuy Committees It 
appeals fiom 30m mplv rhat the Impend Bank has been giving direct 
assistance to agiicultuusts throughout India since its mauguiation Would 
you kindly tell us whether due publicity is given to the facilities piovided 
by the Imperial Bank m this mattei 9 I am putting this question because 
only m the lepoits of two of the Provincial Banking Enquny Committees 
is ail} icfeience marie to tills policy of the linpenal Bank? — Prom the fact 
that these iacihties aie availed of throughout India and to an mcieasing 
extent I think thoA have been given publicity In many cases, we ha\ e 
gone so fai as to publish leaflets m the i emaculai and dishibute them 
in the neighbourhood 

8495 Would it be possible for you to send the Committee some figures 
to show the extent of tins dnect assistance given to agiicultuusts all ovei 
India s.iv m 1922 md 1929 9 That would be useful for 0111 lepoif and 
we vould be able to indicate how these facilities 1 lax e giovn 9 — 1 -Tes 

8496 Sn Pinshotamdas Thai ui das , I do not undoi stand: the word 

‘ agncultunst ‘ Would you exclude the middleman horn it 0 , 

Chau man It would include the big landownei and the small land- 
ounei 1 — Would it meet youi point if wo sent a statement showing the 
advances which have been made against agricultural pioduce which would 
include tetnbody fiom the small agncultunst to people who aie helping 
bun bv moving 1ns ciops, and the assistance given bv us m that mannei 
would bo dried aud mcbiect 

f 

8497 In that ca^e I would not lane any statistics ,foi dncct assistance 
If you cannot gixe me any figuies foi tbo dnect assistance alone I must 
be satisfied with what vou gne me, but 1 should plclei the dneefc assist- 
ance figuies ; — 1 thmk avc could onlv supplv the combined figures 

Mi Shanni uhham Chatty I thmk the statistics piomiscd would not 
cun us ion f.u If foi instance we take the advances given by the 
Imperial Bank against cotton, aa 0 would find that piobablv m 95 per cent 
of flic eases it w i s to the middleman, , tile tiadci 01 factones 

f * 

S49S Chau man That is the reason why I AA r anted the figuies of dnect 
assistance , c q , 1 n the statement for Burma you might put m the whole 
ot the monoA ad\anccd to the (Jhettiai films Authout ony indication as 
to liOAv much of that mone\ aa as given to finance the agncultunst 9 — What 
I had 111 mind aa.is to gne aou the figures about advances m 1922 and 
1929 igamst stocks to CA’eivbody 

8499 What about gold 9 Wo aa eic told the othei day r that in soihe 
(laif-, of the (ountiv tlic Impcnal Bank is advancing money tb the agn- 
eultuust on tlie secunty of gold Would that come m the statement 9 - 1 — 
I sliould include the gold advances m the statement 

SiOO The gold advance may be given to the big man who has nothing 
to do with agncultuie Would it be possible to scpaiatc the two 0 — The 
gold adA uiees an almost entnelv to agiicultuusts 

8701 Supposing A r ou gaAe us the figuies for advances against gold not 
exceeding Be 2 000 111 amIuc, that might he suitable to us If a t ou cannot 
gne Ub the figuies of dnect assistance, I must leave it to ion to weak 
out the fieuies m the best way aou thmk it could he done, the point being 
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to indicate to us how the assistance lendered br the bank to the agri- 
culturist has grown between tli c yeais 19*22 and ‘ 1929 I think you can 
leave it to me to give the best statement that can be given to meet t, our 
requirements 

8502 Mi Devadha ? I think m Burma the Imperial Bank helps a 
large numbei of Ohettrwns foi the purpose of advancing monev to the 
sigricultunst ? — Yes 

o t 

8503 Can you give us an idea of the late of mtoiest at which that 
money is adv anced The iate of interest is based on the bank late , it 
vanes accoulmg to the season 

8504 Hare you any idea as to the maigm of mteiest that they claim 
before they advance that money to the agriculturists } — Oidmanly we deal 
w ith the big Ghettivars The money dnfts through them to the lemotest. 
corners of Burma It gradually filteis dow*n until it reaches to the vei\ 
small Clietty who does a veiv small amount of business m a lemote pait 
of the place and he charges mteiest accordingly 

8505 Would it be something like 24 pci cent ° — 1 have lieaid 24 per 
■cent mentioned personally I doubt if it is s 0 high as that 

8500 Mi Manu Subcdai I& any xecoid kept of the piofession or 
•occupation of the bonowei 5 — 1 tlnnk we know a good deal about every 
borrow ei from the bank 

8507 Do iou know his occupation also, wliethei he is actually doing 
icultnation or is a small merchant 0 — -Yes 

8508 D> Hydei I wish to place befoie you a list of securities' which 
the agriculturist can , otter for his bonowmgs Evcrybodr knows that the 

Imperial Bank cannot take land is secunty and heic is .i list given by 
the United Provinces Provincial Banking Enquuy Committee which I am 
going to enumeiafce to bung out whetbei the Impenal Bank does anything 
aftei all foi the man who lealh counts m India The secuiities that 
he can bung out aie histlv, his cattle Do rou advance on that 0 — No 

8509 Next, the standing oi future ciop° — No 

S510 The thud is Ins moveable possessions which consist, according 
to this lcpoit, of his igncultuia] geai his liouschold pots and pans or the 
.ornaments of his women folk Is am advance made against these 0 — It 
Is made against the ornaments 

f 

8511 So far as I understand, these ornaments consist of a few trinkets 
•oi silver and if it be admitted that the ornaments consist of gold, I am 
ready to admit that the Impenal Bank is advancing on gold, but if the 
ornaments aie of silvei and no advance I 5 ? at piesent made, the Impenal 
Bank does not come in 

Chauman I think the witness said dehmteh that they make advances 
on gold but not on silvei ornaments Is that not a fact 0 — Yes 

8512 Di Hydei The next item is “A possible secunty for debt is 
pqisonal seivice ” That refcis to serfs Another asset sometimes avail- 
able to a farmer as secrultv is ja'imani , the nature bl which has been 
Explained Then some tenants have fruit tiees You do not advance on 

them 0 — No 



8513 Then comes the house piopeity which usually consists of a mud 

hut with a loof of thatch or cheap tiles You do not advance against 
that ? — No. ' 1 

851 4 Of this vaiiegated collection of assets, it seems that apart from 
land the cultivator cannot got anything 

8515 Sii Hugh Cochc Could you exiilam youi statement that the 
ad\ances 'have cost you laige sums of money as a result of 10 years' 
eftoits That does not mean that you neccssanly have any losses? — No 

8516 Mi Kliaitan Aie you lefening to the expenses you have 
ancuued m stalling biancli offices, pay offices, etc 0 — Yes, we ha\e had 
a very definite policy ot expansion to meet all the icquncments of the 
bank Wo definitely laid omselvcs to assist the agriculturist and anybody 
else to whom we could give assistance and that development involved 
expenditure of laige sums of money m many ways before w e got any 
leturn 

8517 You lefei to outlay m the foim of establishment expenses 0 — 
That is one form 

8518 I do not think \ou h,n e built offices, godowns, etc 9 — Wo have 
built office buildings in many places and strong looms to keep the money. 

8519 You bave incuued capital expendituic as veil as establishment 
expendituic, stationery and othei expenses? — Yes 

8520 When you say that you have not lecerved any adequate letum, 
aie you lcfenmg to the capital expenditure or, what I may call, the 
levcnuo expendituic 9 — I am lefening to the total expendituic 

8521 Did y ou mean that y ou ha\ e not gob an adequate letum by way 
of mteiest on the capital expendituic or that you have not been able to 
earn as much as you had to spend on the levenue expendituic? — The return 
m the gieat majority of cases has not been, for seveial yeais, enough to 
e\en cmoi the expenditure which vou have distinguished fiom capital 
expendituic 

iS'n Pinshotamihtb Thalunhb Mi Khaitan’s points will be made clear 
if I may say, subject to collection, that there aie even to-day- some 
blanches of the Imperial Dank which show an annual loss m working 

8522 Mi Khattan If I may' become a little paiocliial, may I ask if 
you bave made any eftoits m this direction m Bengal, that is, to advance 
money against the pledge of agncultinal pioduce 9 — We lnue made very- 
decided eftoits m this direction in the place called Naiayauganj I know 
of two enqumes wffiicli wcie conducted dneetly to see definitely' whether 
we could expand m that dueclion and on both occasions the xepoit was 
that w e could not do it 

8528 Theiefoie so fai as Bengal is concerned youi experience has been 
that you do not consider it piofitable to expand your activities m this 
direction! 9 — It is not that so much as that the oppoitumty is not there 

8524 This kmd of work is already done by' the other financing agencies 
working there 0 — The Bengal Loan Offices aie i ery powerful and very 
efficient 

5825 Chan man Your reply to Dr Hydei has disabused me of the 
fust impression I gathered from youi answei to my r question My question 
refened to dneet assistance to the agneultunsts and vou talk of "advances 
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at reasonable interest against personal secunty with at least t no good 
names bione ^ eSo P 001 agiicultuiists would be able to produce that 
seeun J 1 ren v ou go on to say ‘supported it possible by the hypothe- 
ca ion o goods or crops Until th e crops have been produced ancT are 
available for hypothecation, the agriculturist would not be able to produce 
that security either? — Yes 

8 '>26 Then against the pledge of agricultural pioduee, hade stocks, 
stoeks COUSK ^ Cia ^ 0n a ^° 3CS ^ 1Gie 3 — I think the agriculturist can pledge 


852 ( But he cannot pioduee his agricultural products until they have 
been brought m? — TJiat is so 

a 1 ou c ^° ri0 ^ advance against crop on the ground or on futuie 
crops? — iSo 

8529 Barring the item of gold, your advances nie leally rn the natuie 
of mdnect assistance they aie given to the middlemen who may from the 
monev the\ get lrom vou make advances to the agiicultunst pioper on 
any la to of interest they mav choose to take ‘'—Yes 

8530 Therefore this is no index of the dnect assistance \ou aie giving 
to the agiicultunst, excepting the gold item 

Mr Lain on (1 To wh it part of the country was Dr Hyder leieumg? 

Di Hyder I was quoting fiom the leport of the United Provinces 
Banking Enquiry ('ommittcc’s Itipoif but the position is tlie same m other 
provinces 

Mi Lamond In Smd we id\ unco to the agiicultunst who bungs his 
paddy to the mills, that is ou his uo ps 

Chau mav That would not be the agiicultunst m general He can 
hold to his crops ioi <-oine time and can himself take it to the lice mill 
But my studv of Ihe Provincial leports indicates that m most cases he 
has not got that secuntv to pioduee 

Mr Lamond It depends on the assets of the man 

Dr Hyder But the agiicultunst m Sind has not got even these items, 
it is the zammdai who lias them 

8581 Chav man- We diall get the statistics, but I am afraid it is not 
an answer to the question I wanted to find out whafc the Impenal Bank 
was doing m assisting the poor agriculturist dnectly Excepting gold in 
no case is there an assistance to the pooi agiicultunst It may be to a 
zammdar or a landloid possessing means and m most cases it is to the 
middleman who thereafter advances money to the pooi agiicultunst at such 
rates of interest as lie himself may fix? — That is a geneial statement, and 
I would not like vou to go away with the idea that all this assistance is 
indirect and that it is not very material It is a very great assistance 

8532 In a way it is an assistance, but whether it is great or not of 

course depends on the interest which the peison who gets the money from 
you charges to the poor agriculturist to whom he lendeis financial assist- 
ance Supposing vou ieht to a man at something like 8 per cent and 
that man advanced to the agiicultunst at 24 pei cent , the amount of 
assistance to the poor agriculturist would be negligible?— Yes > ' 

8533 Sir Purshotamdas Thahurdas, You lend on kapas In ginning 
factories to people who own these factories, eg, in Hbandesb, Gujrat, 
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Bioacli and m Beiai and an instance like the one mentioned by the 
Chairman may bo an exception, because theie is competition among the 
<r mmn r '’ facton ouneis themsehes to aitiact lcapas The agncultunst 
takes kapas into tlie ginning factory and tlie on nei of the factoiy charges 
the same late as the Impon.il Bank chaiges him The problem theiefoie 
is not quite so simple «s it mar look The middleman is theie for the 
leason that the agncultunst lias not the good name oi tlie secunty to give 
He has to pa) 2 oi 8 pei cent extia, because theie is competition among 
tlie middlemen themselves 

Chairman W o lime the middleman s lates given m the Piovmcial 
Committee’s lepoits and what I w as saving was based on a study of them 
The ease iu Ivhandcsh maj be an cx-ception and the other one ma\ be 
the lule 

Mi Hhanmuhham Cliciti/ So fai .is the hnaucmg of cotton m Madias 
is concerned, the sune thing pievails Tiieie am ginning faetoijes spread 
all ovei the eountiv and the agncultunst bnngs lus «eed (cotton) dnectly 
mto the ginning factoiv, he stoics them theie and the ownoi of tlie ginning 
f acton gives an ach mice langmg fiom 7/5 to 8a pei cent of the value of 
the kapas and m at least 50 pei cent of the cases the ginning factoiy 
ownei chaiges the same late as the Impenal Bank does wheie he gets an 
advance iiom that Bank, and 1 should saj that m most cases the iafce 
ehaiged to the igucultunst does not exceed 12 pci cent 

Chan man That ma\ he m the gmnmg of kapas What about agu- 
cultiunl pioducc m gcneial } 

Mr Shanmuhham Chatty Tin, can be said to be u umvcisal rule so far 
as the pui chasing of cotton is concerned in South India 

Lala Haihtbhcu Lai T n the Koith the cotton js bought out by the 
gm ovvneis 

Chav man Even m the south it w ould not apply to the othei ciops 

8534 Mi Shanmulham Chetty At least so fai as the financing of 
the cotton ciop is concerned, m the south the agncultunst is getting a fan 
amount of the benefit given b) the Imperial Bank to the middleman *> — -I 
maj say that applies veiy laigely to the mam gram centies or gram manchb 
as jou call them m the Noith, including the Punjab 

Su Pinshotamdas Thahuidas The only point I was tiding to make out 
was that theie is a common policy applicable to all ovei India and to every 
trade I mentioned cotton as one of the major niticlcs m the financing of 
which the Imperial Bank does plaj a veiy mipoitnnt pait It is quite 
possible that m the Noith this system is diffeient to what it is mthe South 

Chav man Theiefoie it is not m every pait of India 

8535 Su Hugh Cocke Would not the same principle apply to other , 
ciops generally owing to the fact that there is competition between the 
middlemen ? I should imagine that competition would bung the rate 
down It is quite typical almost all ovei India 

Mr Devadhar I hope you will agiee that with a vievy to bung down 
the iates a more useful method would be to bung these members who want 
to have the benefit of jour advance undei the auspices of any co-opeiative 
organisation, that is, if they aie memFeis of a co operative society and if 
they have got their finances on the pledge of then goods and if the Inrpeual 
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Bank were to give the benefit ot the advances to that particular institution, 
would not more benefit be placed within the leaeli of the membeis? — Yes 

8536 In that case eo-opeiatrve oigamsation w'ould be moie entitled to 
consideration at the bands of the Impcnal Bank? — I think co-opeiative 
institutions do leceive every com,} deration 

853/ At piesent the difficulty is youi bank cannot give advances tor 
peiiods exceeding 0 months us the constitution stands at piesent, but 
would it not be possible to consider the special cucumstances of agn- 
cultiual demands and have special piovision made foi such advances? 1 
mean by modifying the Act to enable the bank to extend the penod of the 
loans 0 — It is possible, but I would stop theie 

8538 Would you consider tt a eiy nsky ? — I consider it inadvisable 

8539 Is it uskv even with ihe secuntv oi the produce? — I do think 
it is uskv 

8540 On the question of advances I take it you will have no objection 
to the extension oi the penod oi advances on some othei secunty 0 — I piefer 
advances short tcim, six months is very' reasonable 

8)11 Aie von m favotn oi bunging it down to 3 months 0 — No 

8512 Sn Punhotanulat, Thai ur (lav On the secuntv of the produce 
theie is no objection to tin advances being lenewed if the pioduce iS still 
there*' — That is so, piovided that advances aie umnrag oft seasonally 

8513 So the penod mav even extend to one yeai by a loncwal? — Yes 

8541 Mi Sailer You said that loan offices m Bengal aie efficient 
organisations foi giuntmg Joans to agncultmists Bo you finance them? — 
We have liad business lelation with them and 1 think piobably at 
the piesent moment thev have small advances fiom us 

So 45 Bow much have \ou advanced to the loan offices foi the last 
two veais Can you gne us a statement of voui total finances without 
giving anv names? — -Yes 

8546 Chairman Tins is what the Bombay Piovmcial Banking Enquiry 
Committee sa\ “The Impcnal Bank of India has lecently begun at a 
few ceniies to fin, nice laige landholdeis on then peisonal secunties with 
suietics oi on the secunty of iheir pioduce oi of gold ” This statement 
made m the Bombay lepoit is m conflict with the answei that vou gave 
me vesieiduv? — I think the few' centres lefeued to tkeiem must iefci to 
all oui blanches at the Bombay' cncle 

8547 Chan man In legaid to the woikrag of the co-opeiative move- 
ment vou say audit is defective May I ask you what is your leason foi 
making that "statement You aio awaie that the system of audit is pi es- 
cribed in the Act and has to be conducted by an authonty prescribed by 
the Begistiai and theie have been investigations into the affans of co-opeia- 
tive societies and banks in most piovmces Theie has piactically also been 
an all-India enquuv conducted by the Koval Commission as late as two 
veais ago and we have got then findings on the particular matter but so 
far I have not sceu any suggestion that the audit is not effective? — My 
authority is the leading of these leports themselves So far as I can 
judge from the icpoits ihe auditoi goes round, examines and audits the 
accounts but he does not go much fuither than to leport whether the 
documents are m older He does not go m to say whether anything moic 
than a piomissoiv note is held as secunty He does not go into the posi- 
tion of the parties thei eto 
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S54S Aie you lefeumg to the audit of pnmary societies 01 of the 
banks 7 — The particular audits to which 1 lefci aie of banks 

8349 It the audnoi is not called upon to do so by the Act, it is not a 
defeet on the pait of the auditoi but it may be a defect m the system, 
the basis of the system being the unlimited liability of the members and ' 
tkeiefoie the ultimate secunty is the unlimited seeunty ?• — The basis on 
which the movement has developed dunng the last 25 yeais namely un- 
limited liability has been a snare m my opinion What has happened 
aecoidmg to my undei standing and leading of this mo\ement is ibis The 
primary society was the fast society that was stalled That was the basis 
of the co-opeiative movement It was a nanow T cncle, say, in one village 
Some of the membeis had money to lend and they lent it to the society and 
also boirow r ed fiom the society and theie ’vou had the tiue eo-opeiation 
wheie the lendei was m touch with the bonowoi and he watched that 
money and saw that he got lepaymcnt at the light time aecoidmg to the 
terms of the debt which was a very great safeguaid I think the next step 
was to found cential banks, very often in towns These banks weie foimed 
m older to help the pnmary societies with money In the nature of things, 
they could not watch bouoweis so closely as the lendei in the primary 
society , as they are miles awav The cential banks receive large deposits 
fiom the outside public who again have even less facilities to watch the 
houowcis and thej leceno these deposits vei) hugely because of the idea 
that the Goieinmeut is m some wav behind them So vou ha\o the false 
position which exists to dav Yen* laige deposits aie lecencd by these 
banks fiom the public because of the Government connection and that 
money is lent out to the bouoweis who aie not pioperly supervised, with the 
lesult that if you lead any of these annual leports of the co-operative 
societies, vou find that the oveiducs of the piimaiy societies aie mounting 
up steadily and seveial of these piimaiy societies who aie m a bad way 
are being wound up My view is you hare not got the supei vision which is 
necessary for the lending depaitment in this movement 

8550 Geneially speaking a cential bank does not lend to individual; 
it lends only to primaiy societies 'Thetefoie m legaid to the loans made 
by it is concerned only wuth the solvency of the piimaiy society I am 
not awaie of any single case of a cential bank having come to gucf dunng 
the cunency of the co-opeiative movement It is the piimaiy society that 
has come to gnef Outstandings winch aie laige occui fundamentally with 
the piimaiy societies If the cential banks had not come into existence, 
there might have been some difficulty m the case of the pnmarv societies 
The cential bank is a super-oiganisation It takes pioper seeunty for the 
loans it makes But then the trouble is at the bottom and not because 
of the cieation of these central banks That is the state of affaire as 
disclosed m tbe leport of the Boyal Commission on Agncultuie and ike) 
have made certain recommendations how this difficulty is to be met But 
there has been no complaint of defective audit because the trouble is wholly 
m the case of pnmary societies It may be that the unlimited liability 
may not have been properly assessed and theiefore a number of primary 
societies have come to grief? — I think if you wall refer to the history of 
the Burma Bank w-hich is now m liquidation, vou will-find that the crash 
w r as caused because of the losses which it sustained through its advances 
to the primaiy societies 



S45 


I 

8551 That is not a central bank You are lefemng to the Apex Pro- 
vincial Bank I know the history of the Burma Bank veiy well and 
because a particular bank came to grief and it was not propeily managed 
I suggest that it does not lead to generalisations of the character vhich jou 
have made I might also refei to the case of the Central Provinces Apex 
Bank That also at one stage very nearly came to grief for special reasons, 
but m the case of the Central Provinces, the Government went to its 
rescue and they have never regretted that They have got back all their 
money It was a temporary phase The local Government went to the 
assistance of the bank and it gave guarantees and overdraft and I think 
m about 5 yeais the bank repaid the whole amount of Government dues 
and now is m an absolutely sound position? — If you read these lepoits 
that I have already referred to, you will find that very much the same condi- 
tions exist elsewlieie The overdues are increasing 

8552 If you had begun by saying that the establishment of these 
primary societies has been an eiroi, then it might not have been necessary 
foi me to pursue the mattei It is possible to leduce the outstanding by 
enforcing the unlimited liability, but difficulties arise not from the organisa- 
tion at the top but from these primary societies and the Poyal Commis- 
sion on Agriculture have recommended that the only solution is better 
education and marketing? — Yes 

8553 You again say “that as the centre of the banking 35 stem m 
India we have a duty imposed upon us not to grant facilities to concerns 
doing unsound business” Naturally I expect you to establish these pro- 
positions' We have also had the investigations by the Provincial Banking 
Enquiry Committees and they certainty do not leveal that the position m 
the co-operative movement is getting worse from yeai to vear Geneiallv 
the position is considered to be bettei than it used to be yeais ago? — I am 
afiaid I cannot agree with that view 

8554 I ask you to substantiate your position and vou cannot place 
before me anything more than what you have said with legaid to the 
position of the Central Banks and their system of audit? — I stated why I 
considei them to carry on their business on unsound lines What I sav 
is that these Central Banks who advance money know nothing about the 
eventual bonower They ought to know about the bonov er The Apex 
Bank m Burma was lending to these primary societies direct and went 
on lending money without taking propel precautions to see that the money 
was repaid They often do not get even the interest on their loans They 
simplv added mteiest to the loan and it v ent on piling up this way and 
ultimately the bubble was pncked Government vent into the matter and 
found that m many cases they could not even trace the pumaiy society , 
the members having disappeared 

8555 My answer has been that you cannot judge of the whole move- 
ment by what happens m a particular instance I can tell you of other 
instances wheie banks are paying high dividends and theiefoie my sugges- 
tion to vou is that you cannot make generalisations with reference to what 
has happened m the case of a single bank? — The Burma Provincial Bank 
was navmg high dividends and it v as apparently flourishing up to the last 
moment 

8556 It may be, but their management must have been bad You know 
the Alliance Bank of 'Simla went on paying dividends up to the time of its 
crash My suggestion is that it cannot lead to any generalisation? — I 
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xefer you to these various reports The last one I read was that of the 
Bihar and Orissa Government The Governor himself said that the in- 
creasing amount of outstandings has been causing more and more anxiety 

8557 But that anxiety is expressed only m the case of primary societies 
As it is, theie is no outstanding m the case of the Central Banks? — May 
I read to you an extiact from the Government Beview of co-operation in 
the Central Provinces as published m the “Times of India”, dated the 17th 
September 19B0 “The Local Government’s lesolution dealing with the 
report on the vox king of Co-opeiative societies m the Central Provinces 
and Beiai during 1928-29 just issued (September 1930) says that the out- 
standing featuie of the year was the failure of crops m the noithem districts 
owing to the severe cold and frost m February 1929, which destroyed the 
hopes of a good rabi harvest and intensified the economic distiess brought 
about b\ the failure of crop m the two preceding veais This situation m 
agriculture affected the co-operative institutions The chief defect of the 
movement m the province m the view of some critics was the tendency to 
legard the cential bank, not as an agency for financing co-opeiative credit, 
but as the unit of co-operative administration, and to consider that if a 
cential bank was flourishing its financial position secure, its credit good and 
its piofit regulai, the movement must be flourishing m the area over which 
its operations extended, though the spmt of co-operation might be entirelv 
lacking among the membeis composing pnmaiy societies m that area The 
Government therefore welcomed any development which would counteract 
that tendency and focus attention upon pnmaiy society as the real unit 
of the co-operahve movement ” 

8558 Chairman But I am referring to it fiom the point of view of 
banking Your advances are given to the apex banks or m some cases to 
the Central Banks, therefore fiom the banking point of view, we are con- 
cerned with the soundness of these institutions We know that th© defect 
vou lefer to is theie It was brought out by the Boyal Commission on 
Agnculteie and they made recommendations as to how that defect was 
to be lemoved That does not mean that the institutions going to you for 
assistance are m an unsound condition? — I think that the primary societies 
are not sound In any case the people who lend money ought to be there 
to see that money is properly used 

8559 If people lend money to the pnmaiy societies, why should not 
they be m sound position 9 — The position has come more and moie to light 
through the operation of the co operative banks. If a pnmary society were 
operating m a place wuthout any organisation, the chances of its going 
astray without being detected would be much gieater But if there is a 
central body to look aftei them, there can be no risk In fact one of the 
remedies suggested is that these cential bodies should exeicise a greater 
supervision over them 9 — I do not altogether agree noth you, I think that 
the great safeguard to the business of the primary societies is m the society 
itself i c , that the man wdio lends the money should be there on the spot 
to see that the borrower fulfils all thu e onditions 

8560 So you object to the whole of the Co-operative system In your 
opinion the pnmary societies should only lend money to the extent that 
they can raise the money locally? — You go too far I do not say that 
primary societies should not borrow money from outside They are now 
lending too much money which is not their own, therefore the incentive 
to see that their money is lent out pioperly is destroyed to a certain extent 
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8561 Lala 'Harhishen Lai Tou are argumg as a bank, but the Chair 
kian is taking a sympathetic view on behalf of the borrower? — I will 
read out to you an extract from the leport of the Central Areas 
Banking Committee (paragraph 117, page 225, Chaptei XII; “By far the 
worst feature of the present situation of the organisation of the central 
co-operation banks m the Centrally Administered Areas is the feeling oi 
inesponsibility among its officials and managing bodies foi anything that 
goes wrong In theory the Department is responsible for nothing except 
propaganda and audit, in piactice it does everything None of the Secre- 
taries or e®- Secretaries of the Cential Banks who tendered evidence befoie 
the Committee seemed to leahso that the management of tne central bank 
was entirely responsible foi all its internal working and that while the 
central bank had no right to dictate to pnmaiy societies the amount to be* 
lent to individual members, it was not only within its right to make its 
own enquiry into the financial status of a society, but that it would be 
failing m its dutr if it did not ask foi inspection of any of its affiliated 
•societies whose soundness it had reason to doubt ” 

9 

8562 Chairman That brings out my point, if I may say so, that is, 
under the system of Co-opeiation which has been m force m India unuer 
an Act of Government, the Central bank is not concerned with primary 
societies It is undoubtedly concerned with the financial position of the 
primary societies as a whole? — As I said at the beginning, the movement 
has advanced too rapidly and on the wiong lines 

8563 Then you go on to suggest an all-India Enquiry I should Ike 
to know what sort of enquily }ou have in mind Quite recently we had 
an enquiry by a Boyal Commission composed of people who did not belong 
to this countiy and that Commission vent into the matter and made un- 
animous recommendations We have also got the lepoits of these Pro- 
\mcial Banking Committees and we, as an all-India Committee, have to 
pursue the mattei fuithei The Boyal Commission on Agiiculture definitely 
opposed the idea of an all-India Enquiry since they had examined the whole 
position themselves so thoroughly Even so, theie have been enquiries by 
these Piovmcial Banking Committees which aftei all aie m a -wav independ- 
ent of local Governments and furthei, this Committee will have to deal with 
the leports of these Piovmcial Banking Committees Now what are the 
lines of the enquiry winch you consider to be desirable ? — I should like an 
enquiry into what was the original basis and the original idea of Co-opeia- 
tion m India, what are the true conditions under which co-operative effort 
should take place whether the progress of the Movement m India has been 
•on the light lines and whether the supervision at piesent exercised over the 
Movement throughout India is effective whether the Movement is super- 
vised by people who really understand it 

8564 So those would be the four points on which you would like to 
have an enquiry made’ — If you like, I would enlarge upon them m writing' 

8565 What would you saj if you were told that these broad aspects 
have alieady formed the subject of enquiry by the Boyal Commission who 
have made definite recommendations about these various matters? — I shall 
ask if any of these recommendations has been earned out 

8566 I can tell you that the Government of India have -passed order? 
and the local Governments u r ould gradually be giving effect to those orders 

3 l 2 
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As a mattei of fact the Government of India have aheady passed orders 
with ie^ard to the wider recommendations of the Agricultural Commission 
and the Provincial Governments are taking action m that direction j[ 
believe that a blue book was published by the Government and placed 
before the House of Commons 

Dr Hyder Yes, that is so 

Witness I would like an enquiry by a special body appointed for Bre 
purpose to enquire into the condition and working of the Co-operative Banks 
independently of whatever recommendations were made by the Agricultural 
Commission 

8567 But the points you mention have nlreadv been investigated hv 
people who know something about these conditions In fact the Noyal 
Commission on Agncultuie co-opted members as they went from province 
to province In, Bombay they had 'Sir Chumlal Mehta who knows a good 
deal of co operative banlnng? — I just get back to my original opinion 
v hi ch I see no reason to alter I do not think that these recommendations 
have m any way improved $lie position 

8568 But all the recommendations have not yet been given effect to 
fully? — I would ask for a Commission the results of which would be more 
effective and m a very short time 

8569 No Committee oi Commissioi can make its leeommendations 
moie promptly effective than the manner in which the Government of the 
eountiy would give effect to them, because they are not the final authonlv 
For instance this Committee may make recommendations in regard to co- 
operative banking but eeifamly it cannot lay down that the measures it le- 
commends should be given effect to forthwith , that obviously is action for 
the Government of the countiy? — I would like to make a few lemaiks 
In the fiist place I would like to sav that v r hen I wiote these answers to- 
the vanous questions, ancl m particulai the one which we have just been 
examining, I did . u aftei verv caieful consideration, with all the informa- 
tion T had at iny disposal I admit that you have enlightened me on the 
subject o' 1 the Agricultural Commission having made ceilam recommenda- 
tions on the Co-operative Movement, so that I would like to make * 
suggestion to this Committee that it should investigate as to how fai the 
recommendations made by the Boynl Agricultural Commission and the 
vanous othei Committees on the subject of Co-opeiative Movement have 
been made effective and that this Committee should consider what further 
steps should be taken to make them completely effective 

8570 If I mav summanse youi attitude broadly it w'ould be something 
like this You are not satisfied with the present working of the Movement 
as a whole and you cousidei that it is Working undei a certain element of 
unsoundness m vanous dnections That being so, you are averse to further 
Government assistance being given to it either through the Impenal Bank 
or otherwise which may be required to enable it to get nd of the defects 
which have been brought to light either by the Boyal Commission on Agri- 
cultuie oi b\ other Committees But once the Movement has been put on 
a more sound footing according to your ideas, you would not object to 
giving them any requisite assistance? — Yes, bioadly speaking those are my 

view's 

8571 In the meanwhile would you withdraw from the Movement the 
concessions which it is already enjoying or would you adow things to go oc 
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,ns they are and not give them anv further concessions? — If you refer to 
the use of cash eiedrts against Co-operative Paper, that miut remain 
#s it is at piesent, t r c , that ive will give these cash credits against Co- 
operative paper provided that the paper is approved by us and credits aie 
seasonal And. generally speaking the same objections would continue to 
apply to concessions which the Movement now enjoys 

S572 Mr Dcvadhar You said that certain provincial enquiries were 
not effective enough 9 — I was refernng to the Committees on Co-operat.on 
recently appointed in Madras and in Buima 

8573 Do you consider the oieidues, which you have referred to as 
excessive, in any way as one of the necessaiy indications of unsoundness 
of the Co-opeiati\e Movement? — I think that if they have bad seasons, 
extensions of loans ina\ to some extent be justified 

8 174 'How* do you expect a taimer who has to pay interest at such 
heavy rates and who has to stand the competition of people from outside 
where money can be had at cheaper rates, such as m England, and who 
has to bear the strain of bad seasons, to be regular m his payment? If 
on that account he sometimes delay's payment do you considei that as one 
of the necessary indications of his unfitness to be a co-operator ? — I am 
not dealing with the fitness or otherwise of the farmer as a co-operator I 
■sav that the position of the movement is unsound wdien the overdues aro 
excessive, ancl it is m the interests of the Movement itself that I urged 
upon the authorities the essential unsoundness of the Movement w'hen 
overdue debts go on mounting up and as they are doing 

8575 Is it peculiar to the Co-operative Movement or would you apply 
the same standard to commercial institutions carrying on similar business? — 
Tf the two cases can be considered as paiallel m every way, the same objee 
tion would apply 

8570 Take the case of municipalities and other local bodies, their 
overdues m some enses ran up ve>y h,igh but the Government docs not 
refuse to help them 0 — I do not know what Government do I am treating 
it from a puiely banking point of vow 

8577 Mr Dcvadhar The members of the society can only deal with 
individuals? — Yes 

8578 In that case where did you find the defect m the method of 
w orbing 0 — Supervision by the Central Banks is not effective 

8579 Supei \ision is generally considered to be one of the fundamental 
duties and obligations of the, financing agenev It is generally recognised 
that central banks and provincial banks w'ould have their own staff and 
as a mattei of fact, m mam cases, a certain piopoition of profits is laid 
aside and some of the provincial Dnnks that finance the central banks 

„make it a condition that for a given numbei of societies supervisors or 
inspectors must be appointed by them Do you think that fins rule is 
followed by all the banks that give loans 0 — I do not know whethei it is 
followed by all banks or not The essentia] point m a primary society is 
that you have this co-operation m a small village It is an excellent insti- 
tution because -vou have the man there who has lent the money there on 
the spot md nntuialh he is w r atchmg the bonow'ei and sees that he gets 
his mone\ hark at the right time and that the money is not lost You 
have gone furthei than that, vou have gone to the central bank and they 
1 end money to the primary society I maintain that when the central 
frank lends money to the primary society, they should take -a very close 
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interest in supervision for they replace the primary society lender m 
l the operations of the primary society members They have got to do it 
In place of the primary society lender you put what we hope to be the 
expert supervision of the central banh 

8580 You do not mean to suggest that a primary society m your 
opinion would be the best primary societv if it depends upon the local 
capital it attiacts’ — I' thmlc the best possible thing for them is to be able 
to work on their own funds, 

8581 We have staited with the idea that the average agriculturist or 
about half a dozen of them put together have no money The material 
assets which they can offer is then unlimited liability security and on 
the stiength of that they have to negotiate foi money If they had 
money, we should ceitamly have not thought of giving co-operative 
assistance m any way? — It is a small area anyhow where this pi unary 
society is founded You would not debar the man who happens to have 
some money to lend from doing so 

8582 Not at all I have a society at a distance of about five miles 
, from here where a member himself has deposited Bs 50,000 and the society 

has built up a reserve of Bs 60,000 m the course of the last 20 years 
We keep that ideal before us so far as possible That society has not 
borrowed during the 20 years even a single rupee from the provincial 
or district central banks It has all the money it needs m deposit’ — I 
think that is a veiy ideal situation 

8583 We could not say that for all their purposes they get all the 
monev thev need and after all, is not our credit a gieat asset which we 
could place and negotiate’ — I do not object to it piovided propei super- 
vision is exercised 

8584 I might tell you that there aie seveial central hanks both m the 
Madras Presidency and lieie that lay aside something like 84 per cent 
for the purpose of supervision m one shape oi other If you aie under 
the impression that they are neglecting it, I thmlc you would be doing 
them an injustice — I do not thmlc the supoiusion is efficient 

8585 You would like them to spend moie money, double the staff — 
Whatever steps aie necessary to make it leallv efficient I w r ould like to 
he taken 

8586 When co-operative institutions in out of the way places, where 
there are no branches of the Imperial Bank, do other than mere ciedit 
work i e , lending and borrowing of monev, would you consider it going 
out of the beaten track’ — It is a very difficult thing to say , do you iefei 

such things as advances for wells?" 

8587 I would even include the hundi business, say ordinary commercial 
business It has been lecogmsed that what is needed under present 
circumstances is a regular widening net woik of financing facilities In 
out of the way places there are big markets, and if theie is no branch of 
the Imperial Bank or any other indigenous hank at those places and if 
there is a co-operative institution, is it not necessarily one of the duties 
of that institution to cany’- on functions ovei and above meie gi anting of 
credits ’ — I do not think it is necessarily so 

8588 Do you mean that people should starve? — I think that probably 
you will find the village hanker already . m existence and I think it 



651 


would be wiser to leave it m bi s hands than put it in the hands of a 
society which possibly has not the requisite knowledge to conduct such 
business 

8589 I am not opposed to the existence of the village banker or his 
business But the ordinary cultivator generally finds him doubly costly 
and it has been proved and shown, and you will discover it from provincial 
reports, that the mteiest which the indigenous banker charges is f.u in 
excess of the interest which is charged by a co-operative society of which 
the farmer happens to be a member The co-operative society charges 
50 per cent less? — X think it would be wiser on the whole foi the co- 
operative banker to leave that business alone 

8590 You would not like the co-operative institution to do anything 
except merely giving money and receiving money? — I should piefei them 
to stick to that until they are much better organised than they are at 
present 

8591 When you make that statement, do you rely upon any particular 
record of the functions of co-operative institutions or banks or societies? — 

I make it because of my own observations after reading the reports It 
is my view 

8592 You probably think it is safe to do that’ — Yes 

8593 But if it is shown that some additional functions have also 
been successfully managed by these co-operative societies, would you say 
that such a lestnction would not be necessary? — If it is proved to be 
ably conducted I would not object 

8594 In that case would the Impenal Bank extend to them the same 
privileges? — If we found that they were doing the same business, we could 
extend the same privileges to them as we do to* others 

8595 The Bombay Piovmcial Co-operative Bank says that “the 
Imperial Bank of India’s policy m regard to the grant of ciedits io the 
co-operative movement has undergone a change for the worse recently ” 
What do you say to this? 

Chan man I have a question on 'this subject based on the reports of 
Provincial Banking Enquiry Committees I understand the Bank is m 
vestigatmg the matter is that so 9 — Yes 

8596 Mr. Devadhar The all-India Co-operative Institutes Association 
have recommended the following concessions and facilities to Co-operative 
banks “Accumulated balances m sub-treasunes might be made available 
to- Co-operative banks at a nominal rate of interest, io enable them to 
finance agriculturists against their harvested crops “"—That is a matter 
for Government 

8597 You have nothing to do with sub-treasuries? — No 

8598 Another recommendation is “The debentures of Co-operative 
Lands Mortgage Banks should be recognised as Trust Act Securities for 
though ihey & have not the guarantee of the Secretary of State, thev have 
the 'guarantee of the Prvmcial Government ” I suppose there is no 
objection to give advance on Trustee securities? — No 

8599 Mr. Manu Subedar You are not against the co-operative move- 
ment on its social and other sides so long as you felt that it was going 
on sound economic lines? — That is so, I say we are very sympathetic 



952 


8600. But there are certain inherent difficulties in the movement about 
which I should like to ask you After a primary society is formed, an} 
mernbeis may diop out and substantial ones may drop out That would 
be a cause of weakness? — That is a very gieat danger 

8601 Theie is a mle that the loans given by a pumary society to 
its members should not exceed 12^ pei cent of the assets as vah ed at 
the time of the foimation of the society? — I understand that is so 

8602 Is that not a veiy sound iule if it is constantly kept up? — Yes 

8608 If, however, the assets which aie so valued aie not m possession 
of the society and it the\ weie m the hands of members with freedom 
foi them to moitgage them out so that the total valuation of the society 
automatically goes down when such mortgage takes place, it would be a 
cause of great weakness ? — Yes 

Chan man I may supplement it by pointing out that under the Co- 
operative Societies Act a Co-opeiative Society has the hist hen on that 
mortgage and any subsequent mortgage is subject to the hen ot the 
co-opeiative society 

Mr Manu Subedar The mortgage is not taken by the society 

Chairman The society may or may not take moitgage It a man 
has taken a loan fiom a co-operative society and thereafter he goes and 
mortgages whatevei he has got with somebody else, the co opeiative 
society has the first ehaige 

Mr LamOnd What would happen m the case of a sale ? 

Dr Hyder A difficulty would only arise when a member ceases to 
he a member of the society and then he goes and mortgages 

8604 Mr Manu Snbedar If a pumaiy society can only lend out one- 
eighths of the assessed value of the 'whole society and if the position did 
not subsequently alter senou'dy, no matter by what causes, theie should 
be no occasion foi waiting down the society as a defunct one Seven- 
eighths of the value would not be lost ? — No, if it was properly conducted 

8605 Theiefoie the difficulty m ^accepting the papei of co-operative 
societies as a secunty foi lending money to the movement is chat it is 
not always ceitam whether it is sound paper It may be signed by a 
piovmcial society and a central bank, but the paiticulai primary society 
may be one of the weak ones and you wnuld nevei be able to distinguish 
whether it is a weak one or not? — That is the gieat difficulty 

8606 And you do not know what aie the real economic assests behind 
any co-operative paper which may be presented? — That is so 

8607 If you could by any means get to know r this, then youi leluctance 
as a banlcei to make free advances to them -would not be so great? — As I 
say, we are not satisfied about the paper If w r e w T ere satisfied, theie 
w’ould not be any difficulty 

8608 Chairman Is it not the paper appioved bj the Registrar? — They 
aie all approved by the Registrar 

Mr Lamond The Registiar simply says the papei is m oidei He 
does not say that the papei is good He meiely gives a certificate of 
the amount outstanding from the bonowei to the co-opeiative movement 
He does not «-ay that the borrowei is in a position to pay 
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8609 Mi Mann Subedar You said that the member's own funds 
in the eo-opeiative movement aie low My own impiession ,s that six 
pei cent of the total funds are membeis’ funds and the lest outside money 
iiiat is co-operation propel, but that is merely the setting up of a machinery 
for boi lowing outside lathei than for helping each other Is it not so? — 
That is how I legal d it 

8610 Fiom the banking point of view' it is a verv weak position’ — 
Y'es 

8611 Also as the central banks are constituted, the shareholdeis of 
the cential banks are the prunaiy societies’ — Yes 

8612 And shaieholdeis of the provincial bank aie the cential banks, 
so that the stiucture is again raised on the same primary societies, whose 
inheieut economic position appears to be weak’ — Yes 

8613. So that the weakness at the bottom is likelv to affect all the 
other structures laised on it’ — Yes 

8614 Chanman That assumes that the stiuctuie at the bottom is 
weak All the pumaiy societies aie not financially unsound md Mr 
Devadhar told us that the paper is based on sound primary societies’ — 
We hope they are sound, but ve do not know 

8615 Mr Mann Subedar Had you one of youi officers borrowed by 
some Provincial Government to make out balance sheets of co-operative 
hanks as balance sheets w r ould be made out m the case of ordinary joint 
stock banking? — I have a recollection of that being done 

8616 He must therefoie have examined the position as it would strike 
a banker primarily’ — Yes 

8617 If you have no objection, aftei consulting anybody whom you 
may want to, could you kindly let us have a copy of the reports made by 
him’ — I think those reports were made to the Punjab Co-opeiative De- 
partment I doubt if we have them, they aie probably m the hands of the 
provincial authority 

8618 Did such an officei find very gieat difficulty m collecting the 
■valuation of the assets of piimaij societies’ — I w r ould not like to sav that 
I would refer you to his report I do not think I personally ever saw 
the result of the work 

Chan man I know that m the Punjab they bad a Financial Adviser 
foi the co-operative movement wdio used to be employed under some, 
hank I do not know if he was an Imperial Bank officer I never heard 
that the position m the Punjab had ever been investigated by an officer 
of the Imperial Bank 

Mr hamond The examination was only done m regard to book-keeping 

8619 Mr Manu Subedai We had evidence before us from a gentleman 
m charge of a co-operative cential hank to the effect that the Registrar 
of that province had prohibited the societies fiom giving loans against 
■gold as it w r as opposed to the pnnciples of eo-opeiation What would you 
S a\ to that?— It seems to me that in a primary society which is largely 
composed of villageis if one villager who i s a membei of the society has 
such eligible security as gold, the society might well lend money mi it 

8620 Chairman With reference to youi answer to question 8472 
■under the Provincial Committees’ questionnaue, the concession referred 
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to has been given by the Government of India and not the Imperial Hank- 
la that not so 9 — Yes 

8621 Government of India were aware that the concession was liable 
to be abused and so they ruled that “the buying and selling of lemittance 
was not consistent with the principles of co-operative banking and that- 
the concession had not been made to enable co-opei ative societies to carry 
on a commission business” To apply the necessary safeguard they 
suggested to the Provincial Governments that auditors should chock the 
extent to which the privilege was being used for buying and selling 
remittances on commission and to bring to the notice of the IHgi&trar 
instances m which this was being done My point is this, fiom what 
souice did the Imperial Bank derive its authority for taking the action 
which has been complained of m some of the leports of the provincial 
banking enquiry committees 9 The concession -was given by the Govern- 
ment of India and its cost falls on the Government of India They Realised 
that the concession might be abused and they laid down certain safeguards 
and so far as I am aware it did not impose any duties on the Impel lal 
Bank m connection with the grant of that concession I have been told 
that the action of the Imperial Bank was taken exception to by one of 
the local Governments and m that particular province the Impel lal Bank 
had to modify its orders? — That is so We rather took an extreme line 
which we considered entirely [justified although it might in some quaiters 
be considered as exceeding our authority, but we did it because every 
other means was ineffective 

8622 I suggest to you m that case your remedy was to go up to the 
Government of India which was the authority that granted the conces- 
sion and advise them to take more drastic action m the matter?— That 
is actually what happened 

8623 Did the Government of India authorise you to take that action? - 
— After considerable time we got the authonty to insist upon a certificate 
that these free transfers weie definitely for co-operative operations 

8624 But you are not authorised to go behind the certificate? — If 

you get a certificate, you have got a right to question it 

8625 If the person who granted the concession said that he was- 
satisfied with the certificate, then my whole point is, what right has the 
Impenal Bank to question about the ceitificate You still thought than 
the certificate was not having the desired effect and my only point is that 
it is for jou to represent the mutter to Government which granted the 
concession and let the Government of India pass such orders a^ they 
thought desirable? — We did both add I do not think that we are debarred 
from taking such other steps as we think necessary 

8626 That is your view 9 — Yes 

8627 Dr Hyder With reference to your answer to question 8476 on 
the Provincial questionnaire I understood from your statement that you 
desire that the Central B anks should be m close touch with pnmaiy co- 
operative societies In the case of your Bank it would be desirable, if 
you are m the position of a lender to exercise some friendly supervision 
and touch with the directors of the provincial co-operative banks 9 — -I 
think the necessary touch can be attained without the Agent of the Bank 
sitting on the board as adviser We are quite prepared to help m any 
i way m this matter 
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* 8628 Barker In answer to Chairman’s question 8464, I shall be 

obliged if you will kindly include m your statement m the case of total 
advances, loans and cash credits made to Indian and non-Indian borrowers 
separately ? 

8629 Chairman If it is possible for you to supply this inf ormation 
asked for by Mr Sarker without any gieat trouble you might do that I 
cannot ask you to commit yourself on that point ?• — Thank you very much 
We shall endeavour to give the particulars requned 

8630 Mi Khaitan In reply to question 8470 of the Chairman you> 
have said that the construction of warehouses is absolutely unsuitable. 
In view of the opinion you hold do you think it would be feasible to try 
the scheme propounded by some of the provincial committees, namely, 
the Imperial Bank with other banks running a warehouse m the locality? — 

I think the Imperial Bank m common with most other banks would prefer 
,to work as a separate entity 7 m that matter 

8631 Could you m view of the suggestions made by the Provincial! 
committees investigate the matter further and see whether it would be 
‘feasible for the Imperial Bank to take the lead and try the experiment 
and find out whether the suggestion of the Provincial Committees is 
beneficial? — We are piepaied to rent warehouses wheievei they aie a 
paying proposition I will leave it at that 

8632 Would you not think that an investigation m the matter would! 
be better? — I do not think so 

8638 Mr Sarker In reply to question 8471 of the Chairman relating 
to the Provincial Committees you have referred to the bazaar rates Are 
you referring to the lates given m the Controller of Currency’s report? — 
No What actually happens in the Bengal ]ute markets up-country is 
.this, that m the bazaax there is a very large amount of currency notes 
floating and the Indian merchant is quite prepared to send a man into 
the bazaar and sell his draft on Calcutta to the bazaar dealer and 
spend quite a considerable time m collecting those notes in consideration 
of getting a better rate than that which he has to pay to the Imperial Bank 
if he went to the latter and got his notes on the spot 

8634 Mr Khaitan Why does this phenomenon really happen namely, 
that m the Bazzar a man is able to buy hundis at a cheapei rate than 
m the Imperial Bank? — Because, as I say, the man is prepared fco spend 
manv houis m the Bazaar collecting his money 

8635 My information is that when he goes to an indigenous banker, 
he at once gets his money whereas if he has go to the Bank to sell 
his hundi, he has to spend a much longer time — Mr Khaitan, I do not 
question your experience, but it is certainly not oui experience We 
have investigated carefully as to why these bills go into the Bazaar at all’ 
and what I have said is the result of our enquiries 

8636 The mercantile community complain that they do not get this 
form of assistance fiom the Bank Do you think that they would put it 
forward a s a grievance?— I think so, if they thought that m this way 
"they would get it cheaper 

Witness As regards Question 8474 the chief consideration in this 
matter w 7 as that the concession , was strictly limited to small amounts of 
Its 5,000 Bor some considerable time we did not notice that this was- 
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being abused As time went on, many people realised that they could 
■conform to the stuct lettei of the concession by remitting Rs 5,000 today 
and anotliei Rs 5,000 next day, and so the concession was abused 

8637 Dr Hyder Could you not fix a limit that within a year so much 
would be available foi them to be remitted fiee 9 — We consideied it m all 
its aspects including such suggestions as you have made and this is the 
decision that we came to 

d638 Considering that vou have a net work of blanches of your Bank 
all over the country, could you not give this facility to youi customers, 
namely that a cheque on one branch diawm m favour of a person lesidmg 
*m anotliei place wheie you also have a branch may be cashed without 
payment of any commission? — As a mattei of fact our agents have dis 
cretion m this matter and according to the value of the account to the 
Bank they can forego it altogether or not according to their discietion 

8639 But they give these facilities in England 9 — The fact that no 
charge is made m England foi such services is no ground whatever for the 
argument that no chaige should be made heie, because we keep current 
account free of chaige If they do that in England, they also have a 
regular half-yearly charge which covers all such things 

8640 My experience is that they not only paid me some mone) on my 
Current Account but that they charged me nothing? — You must have had 
a very valuable account 

8641 Could you net mtioduce something like this neu r -fangled Giro 
system here As regards the discietion vested m youi Agents, I wish to 
tell you that they “use the discretion always in your favour, that is they 
always charge the commission 

8642 Mr Chetty As regaids your answer to question 8475, how 
'ong was the concession m force before vou withdiew it 9 — Fiom 1921 to 
1929 

8643 Mi Khaitan As legards your answer to question 8477 having 
regard to this specific allegation made by the Bilnu and Orissa Com- 
mittee do you not think that it w r ould be better if you cnculated this 
amongst all youi branches and pay offices so that they may he warned 
about it 0 — The mannei m wdnch we legard such practices is so well known 
and is so stiongly insisted upon that I do not think it is necessary to 
circulate this suggestion of the Bihar and Orissa Committee 

8644 In spite of the strength of this feeling these allegations have been 
made and accepted by the Bihai and Orissa Committee winch is quite a 
responsible body appointed by the Government and w'hen they make a 
complaint of this nature, do you not think that it is desnable for you to 
take a somewhat more serious notice 9 — I do not think it is possible for 
us to take a moie senous notice than we have been taking 

8645 Dr Hyder As regards your answer to question 8478, I w r ant to 
suggest to you that banks in England piovide a numbei of free services, 
such as keeping vom valuables free and youi securities free Could you 
not as a piemier bank m this country make a beginning yust m one or 
two mattei s 9 — The charges and the conditions under winch we do °uch 
business have reached c-bsolute rock-bottom I do not think we could 
possibly i educe our chaiges m these matters. 
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8646 Mr Chetty As legaidb youi answer to question 8480 ThiR 
question anses out of a desire to encourage the cheque habit Are you 
iwaie that it takes an unreasonably long time to cash a cheque with the 
Imperial Bank of India? — Of course I am aware that people do complain 
about the time it takes to cash a cheque 

8647 Do you think that the complaint is justified? — I do not think it 
is unreasonable having regard to the conditions undei w Inch banking 
business is conducted m this country 

8648 What should m your opinion be the ordinary time for which a 
man has to wait? — I have had to wait for three-quarters of an hour before 
1 could get monei 

8649 You know the facilities given m England Do you not think 
that delay in cashing the cheque is one leason why the cheque habit 
is not encouiaged 0 — Yes it may be 

8650 What could the banks, m your opinion, do to improve the exist- 
ing state of things? — Every bank has done its utmost m its own mteiests 
to see that no delay takes place in the fnatter 

8651 What is inherently wrong m the Indian banks which makes tln& 
difference between Indian and English banks? — In London it you go to 
a bank to cash a cheque, you have to hand it over at the counter lo the 
teller who knows everything about the cheque and on his own lesponsi- 
fcility he w ill pay you the amount of the cheque I have not yet found any 
bank m India which could find suitable men for that woik here 

8652 Do vou mean to say that m India you cannot recruit tellers who 
could cash cheques on their own. responsibility ? — No 

8653 Is it because you cannot afford to pay them? — They are not 
available 

8654 Is there anything mheiently wiong in the Indian as such? — They 
aie all coming up gradually [Recently, m the last two yeais, we have made 
tentative experiments m this dnection and we have authorised ccitam 
emplovees of the bank to cash these cheques foi small amounts on their 
own lespoDSibilitv I have no doubt that as they get the training we 
may at some time arrive at a stage you now find m England 

8655 You say you could not get men who could be entrusted with 
this work Have you made any attempt to get men ? — I say we are now 
attempting it 

8656 But how do you come to the conclusion that men aie not avail- 
able who could be trusted with this work? — We have not got them on 
the staff 

8657 Sir, I asked this question because I know that the delay m cash- 
ing cheques is the greatest obstacle m the way of encoui aging me cheque 
habit 

Chairman Mi Macdonald’s answer is that they have not attempted 
it la the past because they could not get men but that they have started 
an experiment m this direction 

Mr Chetty Then I take it, Sir, that it is only a surmise on the part 
ot the Imperial Bank authorities that they cannot get suitable men with 
the requisite qualifications 

8658 Chairman You state that you have discussed the idea or 
advisory boards with many people m the various parts of the country and 



958 


although it finds favour with some people, the objection is frequently 
mentioned that the business of the Bank’s constituents would no longer be 
as private as it is at piesent Would you kindly tell the Committee whether 
you attach any impoitance to this objection? If so, would not the same 
objection apply with equal force to the local boaids of your Bank so fur 
as the Bank’s dealings with the constituents, at places where the local 
head offices aie situated, aie concerned? — I would attach consideiable 
importance to this objection and I do not tlnnk that the objection ipphes' 
to places wheie the Bank has already local boaids foi the leason that these 
places aie vciy laige centies Theie is not the same feeling which exists 
regaidmg one’s own private affans m these big centies as exists "In smallei 
'Communities 

8659 The Bihai and Onssa Committee have definitely stated that mica 
a* a leading industry of the province and is utterly devoid of banking facili- 
ties except what the Calcutta agents and the local money-lenders can 
give You have stated that the Impel lal Bank is already jnteiested in 
the mica trade and that you aie piepaied to consider bills m connection 
with it May I know what assistance has so far been lendeied by the 
Imperial Bank to this industry and whethei any efforts have been made to 
promote bill business in this line? — The Imperial Bank has cash credits 
secuied by mica m Calcutta If the dealers m mica have bills to offei 
foi discount, we aie always prepared to consider their proposals 

8660 Therefore the implication arising out of that answer is that so 
far they have not offered you any bills m connection with the mica industry? 
— No bills which we could approve of 

8661 Mr Iihaitan You say that the Imperial Bank is always inter- 
ested in the mica trade On the one hand the Bihar and Onssa Com- 
mittee have leceived complaints and have endoised those complaints that 
the Bank is not showing sufficient interest m the matter Could you do 
something to show to the people that ^ou aie taking mteiest m then 
trade? — 1 have met quite a numbei of leading people in the mica trade 
and I do not think theie is anv ignoiance whatever as to w'hat the 
Imperial Bank would like to do to help the trade, they know 7 perfectly 
■well that we aie anxious to discount bills and do wdiat is oui business 

8662 If that is so, it is rather difficult to undei stand why people know- 
ing that it is so should go to the Bihai and Onssa Committee and make 
this complaint Suiely theie must be something still undone somew'here 
which ought to have been done, because I know meichants wall not com- 
plain unless then grievance is lealh genuine? — I think that people who 
made these complaints before the Bihai Committee might possibly have 
come direct to the Impenal Bank, they may have done so aheady 

8663 And perhaps you could not have accepted them as approved 
parties? — Possibly so 

8664 Chairma7i As regards your answ'ei to question 8486 even if you 
had a branch at Gondia, you could not possibly advance money on their 
goods? — I would not say, possibly, but as a general proposition 'such com- 
modities are not suitable 

8665 Dr Hyder Theie are two small towns m the United Provinces, 
Ferozabad and another small place wheie glass is manufactured, whv 
would you not finance their manufactures? — Because glass is fragile My 
reply is based on some advances which I made m connection with a small 
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glass factory in the Punjab It is generally inferior and frequently un- 
saleable, and the fact that it is fragile makes it rather a difficult thing to 
handle ° 

8666 Mr Kliaitan If every bank considered glass to be an un suitable 
•security, could j 7 ou give us some advice as to how the industry can oe 
saved from extinction ? — I am not competent to give advice 

8667 Chairman Please refer to question 8490 based on Provincial 
'Committees’ reports The point of the question was that the Buima Com- 
mittee pointed out that the Chettiais cannot send then bills to be dis- 
counted at Madras because the Impenal Bank at Madras charges 14 to 
2 per cent more than it chaiges Maiwans foi discounting exactly sim ilar 
hundis Have you taken into account this fact m your reply ? It is not 
a question of discounting m Burma but at Madias? — I think theie is a 
mistake m the Burma report 

8668 The Buima leport says “probably the chief reason is that the 
Bank wants bills to be discounted wheie they arise, so that the bank can 
"know the parties ” A distinction is made in the case of the Mai wans 
that was my difficult} 7 I daresay you have very good leasons foi making 
the distinction Would jou kindly have the point looked into and send 
us an answer? — Yes 

8669 Will you please refei to question 8492 based on Provmcial Com- 
mittees’ repoits You say ‘We are prepared to consider the re-discount of 
bills throughout India for indigenous banks’ I think you are there 
refeinng to indigenous bankeis really? — It may be so 

8670 Sir Purshoiamdas Thahurdas The question has the word ‘re- 
discounting’ and you use that also m your answer I want to understand 
what is leally meant by le-diseountmg of bills throughout India foi 
indigenous bankeis? — As a matter of fact, the terms ‘discount’ and ‘re- 
discount’ are verj loosely used bv custom They are interchangeable 
For instance, m London a le-discount would be wheie an Exchange bank 
buys a bill with documents attached, gets it accepted and keeps it m 
dts portfolio until such time as it suits it go to re-discount it What 
actually takes place with the indigenous banker m this country is that h° 
merely takes a promissory note from a man to whom he has advanced 
money and he also keeps it in his poitfolio When it suits him, he will 
come along and discount it with the Imperial Bank 

8671 That is what is called pur;as? — It is the same thing, another 
man would term it ‘re-discount’ 

8672 Therefoie the woid ‘re-discount’ here has not the same signifi- 
cance as was undeistood when it was used m the Beserve Bank Bill or 
■as it is understood m England, namely ‘bills which are discounted only 
•with the endorsement of a bank’? — That is so 

8673 I mean that you do this sort of discounting practically every 
•day m Bombay, do you not? — Yes 

8674 I do not know what the Bombay Committee had m mind by 
‘grant of increased facilities to indigenous bankers for re-discounting ’ In 
then report they have not suggested any lines on which they wanted the 
increased facilities ?— As I took it, what they had m mind was that we 
should extend the limits under existing circumstances 

8675 Mr Khaitan And perhaps have a larger number of parties? — 
Quite 
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8676 Sir Purshotamdas Thakmdas Then it means that you must add 
to youi list of people whose bills you would le-diseount, i e ., the shroffs 
list? — That is one direction 

8677 Chairman Please lefei to question 8493 on the Provincial Com- 
mittees’ reports I am veiy glad to see your answei Would you be good 
enough to let us have a note shoving the lines on which you would like 
this transaction to be earned thiough as it would be very helpful to us 
m considering the whole question If it would be possible for you to- 
expand youi ideas a bit, I should be very grateful’ — Yes, I shall do that 

8678 Dr 'Hydci Would you lecommend that the railway receipts- 
should also be written on better paper? — Yes 

8679 Mr. Khaitan You say that the lailway receipts should give the 
marks of the packages In fact our expenence in Calcutta has been that 
if a film has got to send goods to two or thiee firms at the same place, the 
lailway authorities have lefused to put the mailrs on the railway receipts 
so that the goods wben delivered to the consignee could be identified Is 
that voui experience also’ — I cannot confirm or contradict it My im- 
pression is that theie weie very few marks 

8680 Sir Purshotamdas Thahuidas A question was put to vou this 
morning by Lala Hailashen Lai pointing out how the differences between 
discount rates and bank rates are known m the London money maiket 
and how they arc not known here The difference between the two rates 
is not the same here as in London over a period of 3'enis Is not this 
one of the mam reasons foi the difference’ — I think it is one of them 

8681 One of the mam ones’ — Yes 

8682 Chan man You say “the information necessary to conduct a 
satisfactory banking business in India is available m the great majoi lty 
of cases if the collect method of obtaining it is followed” Could vou 
kmdlv tell us what you consider to be the correct method? — I have de- 
tailed it m my answer to question 7977 

8683 Sir Put shota/m da -s Thalnrdas In Euiope do banks take such 
concerted action as to compare notes about the standing of parties? — 
Theie have been suggestions at vanous times that some soit of action 
should be taken But so fai as I am awaie it has never been done I 
have no gieat experience of European business 

8684 I wonder wbethei the suggestion of this banker lef erred to m 
the question was not m the duection of the desirability of having a book 
of reference, but that would be lather private enterprise than banks com- 
paring notes 

Chan man It might be an alternative procedure 

Sn Puishotamdas Thahurdas As a courtesy bonks would give the 
competitor information, they w 7 ould not discuss anything more 

8685 Please refer to your answer to question 8444, I am follow- 
mg up the last sentence of your reply On the other hand, to continue 
different houis would perpetuate the two money markets m India, as one 
prominent member told us m his evidence happens to be the case at 
present, namely the bazaar, and the English offices or, as it is called in 
Bombav, the Port market Is it not desirable to bring them nearer so 
that you may have one money market and identical conditions m both 
the markets’ — It certainly helps in that direction, but I doubt very much 



961 


•Whether the fact that all the banks close at the same houi would have any 
ver y great effect m its bringing about rnoie co-ordination between the 
two markets 

8686 It certainly would disable another bank fiom stealing a march 
over the one winch is moie conseivative Where vou have banks, if one 
bank closes at 3-30 and anothei w T oiks till 4 30, it show T s that theie is no 
uniformity m the money maiket of that place’— If their customers le quire 
it, would you not consider it very desirable \ that they should meet the 
requirements of then customers’ 

8687 As soon as you admit that, vou admit that the customer of 
one bank is one class and the customei of anothei is anothei class, and 
the cosmopolitan natuie of it disappears altogether’ — It veij often is the 
case that the customers of a ceitain class deal with one bank 

8688 Only m India, not m Euiojie’ — It is so m Great Britain 

8689 In Gieat Butam the banks close at diffeient horns’ — Yes, if you 
take say, cattle-dealers, they as a class deal with a certain bank at a 
certain time 

8690 But w^ould two banks m a place have different closing hours? — 
You will very often find m large towns where theie is a cattle market oi 
wdiere farmeis oome to sell their cattle, that the branch which serves 
the needs of that market wall be open at diffeient hours to the other 
branches m that town 

8691 But the Pay Office is particularly devised foi the puipose of that 
show on that market day All the pay offices which are serving that 
market w r ould woilc foi the same numbei of hours’ — Probalfiy 

8692 Theiefoie it is a question of umfoimitv of the institutions serv- 
ing it Take a place like Bombay or Calcutta wdiere jou have ten ban ns, 
some of them closing at 3 and a few r closing at 4-30 This obviously means 
that there is net any connection between the tw'o money mailcets and 
the connections aie as it weie being diawn. aput such as theie maj be, 
and if the effort m India is to bung the whole thing into one pool oi 
circle, is it not deniable that the woikmg houis at any late should, as 
far as possible, be umfoim’ — Yes, I quite see your point, but I cannot get 
over the fact that the bullion market m Bombay w'oiks at all scats of 
hou**s and if a bank caies to open a blanch theie, I do not see that dr 
Should be debaned fiom meeting the requirements of the constituents for 
whom it opened the branch 

8693 But even the bullion market does not keep open m Bombay’ — I 
was lefemng to the cncumstances undei which it might be justifiable to 
vary the hom 

8694 In India efforts are being made that everything should be more 
or less unifoim and in a small trifling matter like this, if institutions 
cannot agree to w r oik upon moie or less same hours, I am trying to point 
out that it does not add to the solidarity of the institutions at anv one 
place 

Lalf. HarUshcn Lai In the field of banking m England you will find 
that the hours of various blanches do differ at one place, e g , one bank 
having ten branches and m two branches hours being different In India 
we have felt that merchants want time to correspond with the post If 
the post from Karachi or Bombay comes at 12 o’clock, they want the 

Vol III. 3 h 
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bank opened at 1 and if tlie mail leaves at 7, they want the bank to be kept 
open till 7 

Sir PinsJiotamdas Thai ui das Have you vaiymg horns m Lahore 9 

Lola Harhshcn Lai I tiled different hours for the City head offices, 
but gcue ir up as the staff Mould not work 

Sir Pm shot am das 1 hahmdas In Bombay the commercial community 
want uniform hours The action you have taken m Lahore only supports 
the Bombay merchants’ demand 

Lola Haihshcn Lai We aie making ceitain expcnmenls n the direc- 
tion of keeping open ceitam departments at all hours of the da} and night 
in the districts 

Si> Pmshotamdas Thalutdas For special requirements 

8695 Mi Ft ash forth Please lefer to \oui answer to Question No 8445 
Would aou kmdh explain how the lender has the option of lepavment 9 — 
That is a thing which I think you probably understand 

Mi Shanmulham Chcity Tu Scotland the piactice is probably diffeient 
(Laughter) 

8696 Mr Itushforth Ba demand deposit lutes m the first paragraph 
of aoiu ieph , aou mean cuirent account late 9 — Yes, I should include 
that 

8697 What other rates have you m mind for this particular rate 
towards which the call moneA rate tends io approximate 9 — As a matter 
of fact, it is lather difficult to distinguish these The call money rates 
are very often, I think in the majority of eases, loans between banks, so 
flrat one bank is a lendei and the other a borrow ci So the call money 
lafe, legaided from the borrower s point of view, would be a deposit late 
and fiom the lender’s point of view, it is a call money intc 

8698 Chairman Would you kindly lefer to yom reph* to my question 
No 8447 lcgaulmg the admission to the Clearing House, based "upon the 
evidence AAnticn and oial tendcied to the Central Committee In other 
witnesses 9 An important Indian Clmmbei aaIuIc admitting the force oi 
Avhat aou say m the fhst paragiaph of yom answer, has suggested that 
in older to lcmoAe the present impression of alleged discrimination 
behreen Indian and non-Indian hanks, this Committee should oaiefulh 
examine the question Could aou supph this Committee confidentially 
Avith the list of cases of banks aaIucIi aacic admitted and AAlnch AAere 
lefused admission duiing the last ten Aeais? — T aaiII make om enquiries 
to the best of om abihtA r and supph vou AAith the information Possibh 
you aa ill be satisfied if avc collect the mfoimafifbn for the last fhe a ears 
because you will agree that it is lathei difficult to collect the information 
foi the last 10 years 

8699 Mi Kliaiian You know that m India the complaint about non- 
admission to the dealing House has almost mvarmbh been made bA r the 
Indian joint stock banks'? — Yes 

8700 In fact as aou have alieady seen it stated m the question, you 
aie not m favom of discussing that matter, but I am onlv drawing your 
attention to it While the Indian membeis of the Clearing House A'oted for 
that particular bank tbe non-Indian membeis A r oled against it wnth the 
result that that particular bank Avas not admitted into the Clearing 
House My point is this, that in India the situation has got to be faced 
as it is At all the important places like Bombay. Madras and Calcutta, 



963 


the majority of the members of the Clearing House are institutions which 
are not Indian 9 — That is so 

8701 Therefore \ou see the phenomenon ns to whether an Indian 

institution should be taken as a member of the Clearing House really 
depends upon the ’votes of non-Indian institutions? Yes 

8702 Do you not think that some action is necessary and desuable to 
remove this difficult whereby national institutions of this country do not 
have to depend upon the votes of non-nationals m order to get the benefit 
of the Clearing House 9 In mj experience discrimination has never been 
made on racial grounds I think I am coirect when I sa\ that "theie 
have been manj applications from Euiopean institutions in this country 
•and some have been rejected. 

8703 You know* that the impression lemams m this country that some 
kind cf discrimination is exercised against Indian institutions? — I am 
aware of that but to my experience there is no foundation for that 
impression 

8704 You must have also heaid that as a lesult of that impression 
many Indian joint stock banks hesitate to apply for admission to the 
Clearing House? — As the nnpiession is a mistaken one I would not pav 
anv attention to it All I can say is that there is absolutely no discri- 
mination 

8705 But could you explain niy difficulty 9 They simplv tecoid theii 
votes without discussing the merits or otherwise of the question Is that 
not so 9 — Ho, my expenence has been that the whole bodv of the mem- 
bers of the Clearing House openly discuss the mattei and then only they 
vote 

8706 Chan man Please refer to mv question 8449 based upon the 
evidence written and oral tendered to us by other witnesses It has 
been represented to the Committee that the opening of a branch of the 
Imperial Bank at a small place deals a death blow to the already exist- 
ing joint stock bank m such a tow n, which is soonei oi later compelled 
to close its bianch with the lesult that m spite of the presence of the 
Imperial Bank, the distnct suffers Would you kindly give us some 
particulars showing at how many blanches during the last 10 years theie 
were already' in existence branches of the joint stock banks and whethei 
any of them w r ere closed aftei the openmg of vour bianch 9 — I am afiaid 
at wall take an enormous amount of laboui to ariive at that I will 
deal with a typical case and that of Chandausi 

8707 In your answer to mv question No 8458 based upon tlie evidence 
written and "oral tendeied to us bv othei witnesses you say that any 
pnvate firm which wishes to be placed m a schedule m the Deserve Bank 
Bill similai to that relating to joint stock bank should m my opinion be 
subject to legal conditions legal ding the business similar to those luling 
in the case of the joint stock banks Are you here lefenmg to the legal 
conditions imposed by tlie Indian Companies Act 9 — Yes 

8708 Dr Hydci Since these joint stock banks w r ould have to keep 
some intei est-fiee balances with the Deserve Bank when it comes into 
being, would von allow a smulai obligation to be imposed on the slnoffs 
who°would enjov similar lights fiorn tlir Deseive Bank 9 — I think that 
would be a leasonable and just stipulation 

8709 Mr Khattan In England although there is no law on the sub- 
ject still so far ns the joint stock banks aie concerned they keep a certain 
poifcion of then balances with the Bank of England 9 — Yes 

3 m 2 
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8710 But still the bill brokers are allowed to rediscount then bills with 
the Bank of England 9 — Yes 

8711 It is mostly the bill biokeis who rediscount their bills with the 
Bank of England and not the banks 9 — Yes 

8712 Apait fiom the question of wealth and sticngth, what other dis- 
tinction would vou di aw between these bill biokeis of England and the 
indigenous bankers of this counti y 9 — The bill brokers are biokeis puie 
and simple while the indigenous barikers aie those who conduct banking 
business 

8713 It theie aie an^ class ot peisons in India to concspond with the 
lull biokeis ot England, thej aie the indigenous bankers 9 — I think the 
indigenous bankers do moie banking business than the bill brokers by 
ieceivmg deposits, lending monies and so on 

8714 I-Iow will that make them less useful to the commuintj than the 
bill biokeis 9 — I did not suggest that 

8715 Why should tliej be placed at a gieatei disadvantage than the 
bill biokers m England 9 — Because they are doing banking business and I 
think one of the mam ideas of the Keserve Bank is that it should be a 
Bank to winch all the banks of the counti v should be able to lesoit when 
it suits them In oidei to put the Reserve Bank m a position to' meet 
the demands fiom otliei banks and in older to ensme that other banks 
which include shroffs shall maintain a liquid position to conduct their 
business a ceitain percentage of then liabilities must be deposited with 
the Reseive Bank Tf the shioff wishes to be placed on the list of Scheduled 
Banks I know' of no leason why he should be exempted fiom meeting 
the peieentage deposit On the othci hand if he is not on the list the 
leal question is not whether he is at a gi eater disadvantage than bill biokeis 
m England but whetbei oi not the Reserve Bank should be permitted 
to operate in the open maiket in competition with the scheduled banks 
If thev weie allowed, I do not think the sin offs would suffei in comparison 
with bill biokeis 

8716 When the Reseive Bank Bill was introduced in the Assemble 
I hope you lemembcr that, theie w T as a provision tlrcie to enable the 
Reseive Bank to rediscount lulls ofleied by the indigenous bankers Is 
that not so 9 — I take it fiom you to be so 

8717 In the Reseive Bank Bill theie was no such piovision that the 
indigenous banket should make any such deposit as those contemplated 
by Di Hvdei 9 — 1 will accept that too 

8718 Do you not think that there is this fuibhei distinction between 
an indigenous banker and a joint stock bank, m that the latter gets 
deposits sometimes ten to fifteen times then paid up capital and resenes, 
while the deposits received bv the indigenous bankets are almost mvati- 
ablv less than what they are supposed to be woith Is that not so 9 — X 
think that is tiue 

8719 If that is so, then do >ou flunk the same aigument w r ould apply 
m regard to the protection of depositors m the casn of indigenous bankers 
as in the case of joint stock banks 9 — The fact vou mention Has a bear- 
ing on the question 

8720 Mr Khaitan You will perhaps remember that rn the United 
States of Amenca because the Federal Reserve Board and the Federal 
Reserve 'Banks did not directly deal with the open market and dealt only 
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T ith banks, it was found that the Federal Eeseive system could not mo- 

peiiy bung undei its contiol the mone\ mailcet of the country ?■ I ‘am 

not competent to discuss the working of the Fedeial Eeseive system 

8721 You have suiely lead 01 heard it Yes, I have lead it 

8722 Do you not think that it would he m the, mteiests of the 

Deserve Bank if it should be allowed to deal with the open money maiket 
and not restrict itself to the 70 ml stock banks?— Was it not laid down 
that they would deal with tne scheduled banks m India, and if you in- 
clude the sin offs m that schedule, you are dealing with the outside money 
maiket J 

8i23 The schedule contained banks which would deposit a peicentage 
of then tune and demand liability but the Eeseive Bank Bill permitted 
the Eeseive Bank to deal with the indigenous banks also? — I accept that 
statement 

8/24 The Besei\e Bank was peimitted to lediscount liundis offeied 
b\ the indigenous banks to the Eeseive Bank? — Aie ■sou seeking to 
establish that the indigenous banks should not be lequned to make a 
•deposit? Is that youi point? 

8725 Mi Kb ait an Yes 0 — And your leal ground is that the indigenous 
bankei tiadcs verv large]}' on his owm capital and uses a veiy much 
smallei peicentage of borrowed capital? Of couise his deposits w T ould be 
correspondingly less 

8726 M 7 Khadan I am putting befoie -sou the othei side of the 
case This pioposal has been made by the Mai wadi Chambei of Com- 
meice m older that bettei facilities may be given to indigenous bankeis 
for the purpose of carrying on their business and also to link them up 
with the indigenous joint stock banks and the Beserve Bank, so that theie 
might be one organised whole of the Indian money maiket and this, in. 
their opinion, can only be done if bettei facilities aie given to the indi- 
genous bankeis so that m return for that they would submit themselves 
to certain liabilities that may be specified But if greater restrictions are 
placed upon them, they may not find it w'oith then while to take advant- 
age of the facility offeied by the Eeserve Bank m the shape of rediscounting 
bills The result would be that the indigenous bankeis would not be 
brought into that compact w'hole to be called the Indian money maiket 
which it is the function of this committee to find out ways and means to 
bring about 0 —My opinion I have expiessed m the answei 

8727 Sir Pin shotamdas Thahuidas You say that “the pnncipal weak- 
ness m the Indian banking ^stem is the divorce of agiicultuie fiom the 
commercial money maiket This weakness can only be lemedied by the 
leoiganisation of the co-operative banking system on lines accept- 
able to the commercial banks so that they can bonow fiecly fiom the latter 
and /01 by the commeicialismg of the indigenous banking system’’ 
According to what w e heaid from you this morning while discussing the co- 
operative movement, I think it would be a fan mfeience that you do not 
expect the co-opeiative movement to covei the whole field lequned by 
agncultuial needs of the country m the very neai futuie? — Yes 

8728 Then it is to be done by the indigenous banker? — Yes 

8729 Now' the indigenous bankei has deteriorated owing to vanous 
reasons partly through Ins owm fault and partly owing to his not having 
any status in the Indian financial market He theiefoie has to resort to 
agenev business and speculation If he agrees to certain checks namely 
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audit, prohibition from tiade on Ins msn account, etc , etc , do you not think 
that so far as the fixing of the limit by your bank is concerned such 
people as accept these conditions would go up m youi estimation for 
credit facilities 9 I look upon the fate of the indigenous banker as of 
veiy great importance If he had his accounts audited m a manner satis- 
factory to the Government and if he agieed not to trade or speculate^ 
it would increase his oiedit 9 — Undoubtedly 

8730 It would not be in his intei est then 0 — I think so 

8731 His mteiest moans the interest of the agriculturist? — Yes 

8732 Thoiefoie we want to know whether you feel that when that 
check is accepted by him, it is not desnablc immediately to take measures 
to make him a class of banker as neaily approaching voui joint stock 
banks as they aie prepared today to accept?" — I think it will be a verv 
desnable move 

8733 If it were so stipulated that his accounts should be audited by 

the auditois of the Reserve Bank oi the Imperial Bank or the Govern- 

ment. of India it. would inspire confidence m the Reseive Bank or the 
Imperial Bank as the case may be who have to discount his papei 7 — Yes 

8734 Do you not think that that class of bankets being cieated and 
encouiaged would serve one of the crying needs of agn culture 7 — The} 
will 

8735 When the Reseive Bank comes wh} should not his paper be 

rediscounted bv the Reseive Bank What is the < heck which \ou would 

want to lay down in oidei to recognise him practically as a joint ■dock 
bankei 7 — Do you not think that an indigenous bankei subjected to such 
regulations as vou suggest namely audit of accounts and an undci taking 
not to tiade oi speculate yvould attiact much more of our money in the 
shape of deposits than the indigenous banker does today operating as he 
does today and if his deposits increase, he should take his shaie m provid- 
ing juvt as joint stock banks do a ceitam portion of his liabilities in cash? 

I feel that it is not ven feasible for am' single institution or a set of 
institutions to supply the mral aieas with banking facilities requned there. 
The indigenous bankei is today the bankei of the masses of the people 
The question is liow T to stienglhen him and to put him m a position where 
he may be a veiv impoitant factoi m India I take it that you agree 
that it is necessaiy even without waiting foi the Reserve Bank w r hich may 
take a good few months to devise something of this nature in older to 
see that these banking facilities aie available to the xuial areas wuthout 
avoidable delay? — Yes 

8736 In the couise of the examination the representatives of the 
Manvadi Chambei weie asked wliethei they would, as lepresentatives 
of the indigenous banking class, agree in return for these facilities 
regarding the rediscounting of their papei with the Apex Bank to be pre- 
pared to take on the restrictions, namely, that they yyould be prepared 
to stop the usurious methods of interest, etc They agieed to this Do 
you think that the acceptance of such a stipulation yvoulcl bring relief to 
the ruial areas 9 — Yes 

8737 Chairman Please lefei to my questionNo 8459 based upon the 
evidence yvritten and oral tendered to us bv other witnesses 0 — I w'ould 
just like to add that since I answered this question I have learnt that my 
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leply applies to Calcutta and Bombay only In Madras She procedure 
has been slightly different in that it has been not so full and the examina- 
tion has not been so general 

8788 Mi Sarher Does the Imperial Bank act as an agent for any 
Indian insurance company? — Yes 

8739 Mt Khaitan How many such companies aie there 9 — I can- 
only mention one at the moment 

8740 You have heard that for foe's eial veare Indian insurance companies 
are putting forward a gnevance that they are not getting the amount of 
business which they should get m view of their position as national com-- 
panies ? — Yes 

8741 You say m your repl^ that anangements undei which the 
agencies are conducted aie of old standing and have pioved satisfactory' 
to you You are aware that Indian insurance companies have come on 
the field only during the last 10 oi 12 yeais If old arrangements of the 
bank are not to be disturbed, how would it be possible for Indian insur- 
ance companies to get business fiom the Imperial Bank? — We do not 
debar anj r person who has business relationship with us fiom tendenng 
the policies of the Indian companies 

8742 The question is about the business to be given by the Imperial 
Bank to the insurance companies Bor that purpose you have got long 
standing anangements which are working satisfactorily What would you 
suggest m order that Indian insurance companies may get better business 
and a laiger quantity of business from the Imperial Bank itself? — You 
know the value of old associations and business, you know how very 
reluctant any business house is to disturb any relations which have 
existed over many yeais Personally I should be very reluctant to disturb 
those anangements 

8743 Do you not thmk it is desirable m national interests that some 
arrangements should be made to give the insurance companies a larger 
amount of business? — The fact that w r e accept their policies is quite 
sufficient 

8744 Why not go a step further and give some of your own business 
to them? — Because m my opinion old associations are things which ought 
not to be broken 

8745 If every merchant thought m the same way as you do w T ould it 
at all be possible to develop insurance m this country? Yes, decidedly 
As I say we do not debar anv Indian insurance company We accept 
them freely 

8746 If every industrialist and every mei chant m India thought m the 
same w r ay as you are doing, i e , that none of them should disturb old 
relations, how would it be possible for an Indian insurance company to 
develop m India I am of course regarding you as an Indian national 
institution? — I think what you are asking the Indian national institution 
to do is to discriminate on racial grounds to which I thmk you very 
strongly object 

Mr Khaitan Not racial but national — Well, that gives the matter 
another colouring, but it is really the same thing 

8747 There may be high national considerations which would induce 
a man to act according to a certam line without having the point of 
racial discrimination m mind? — I have nothing more to say 
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APPENDIX. 

Industries financed by the Bank 

I North-West Fiontier Province — 

1 Tea 

2 Timber 

3 Skins 

4 Caipets 

5 Dried flints 

II Punjab (including Delhi) — 

1 Coal Merchants 

2 Colton 

8 lion and Steel 

4 Eice Mills 

5 Floui Mills 

6 Salt 

7 Salt Petie 

8 Paper 

9 Skins 

10 Printing 

11 Fmnitme and Stationery 

12 Silk 

13 Timbei 

14 Hosiery 

15 Oil Mills 

III United Piovmces — 

1 Sugar 

2 Flour 

3 Woollen Mills 

4 Cotton Mills 

5 Jute Mills 

6 Cloth and Yaian Mills. 

7 Engineering Woiks 

8 Oil Mills 

9 Leather Woikg 

10 Electucal Concerns 
IV Bihai and Orissa — 

1 Puce 

2 Oil Mills 

3 Iron and Steel Mills 

4 Coal 

5 Mica 

6 Sugar 
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y Assam — 

I Tea 

yi Burma — 

1 Bice 

2 Timber 

VII Bengal — 

1 Jute 

2 Piecegocd- 

3 Tea 

4 Shellac 

5 Hour 

6 Timbei 

7 Bice 

8 Coal 

9 Cotton 
10 Pottery 

II Stone and Lime 

12 Spmts 

13 Bope and Pamt 

14 Eneclay 

15 Provisions 

16 Haberdashery 

17 Electric Supply Companies 

18 Chemists and Druggists 

19 Engineering 

20 Inland Navigation Companies 

21 Light Bailways 

22 Corrugated Iron 

23 Potato Crop 

VIII Bombay — 

1 Cotton 

2 lion and Steel Companies 

3 Castor seeds 

4 Oil seeds 

5 Motor Accessories 

6 Oil Mills 

IX Cential Piovmces — 

1 Cotton 

2 Tobacco 

3 Potteries 

4 Gunnies 

5 Ghee 

6 Shellac 
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X Madras — 

1 Planting m its various forms 

2 Pice Mills 

3 Sweetmeats 

4 Skins 

5 Jute 

6 Cotton 

7 Provisions 

8 Motoi trade 

9 Pactones of Cocoanut pioducts 
10 Sandal wood 

The above list is by no means complete and the reports leferred to m 
the question aie probably due to the diffeience of opinion which frequently 
occuis between lender and bonower 
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8748 Chairman You lepresent the Indian Finance? — Yes 

a 

8749 Please tell us a little of the activities of this journal of jours — 
It is a weekly journal published every Saturday and it has been in existence 
for over about 2i yeais It is, if I may say so, the only paper of {his- 
kmd emphasizing financial and monetary questions and interpreting Indian 
financial and monetary questions m the light of world developments Till 
now there was no attention paid m any kind of Indian journal to the 
beaungs of international financial events on Indian financial problems and 
I think we have made a modest attempt to give that kind of mterpietation 

8750 I have perused with great interest your Banking Enquiry Numbei 
of the Indian Finance and I have read again your leading article on the- 
Indian Banking Pioblem which you have asked to be treated as youi evi- 
dence before this Committee I shall put a few questions to you to eluci- 
date some of the points m your memorandum In regaid to the profits 
of the exchange banks vou say that the good old davs of large margins 
are beyond recall and m a latei paragraph you say that the advent of 
new banks has brought about such competition that it maj even be wondered 
whether these banks acqune any profit through their exchange business 
The representatives of the Bengal National Chamber stated to us m their 
evidence that the exchange business is yielding enormous profits to non- 
iDdian companies year to year and on the basis of the difference between 
their buying and selling rates, vis , 1/16 d oi 1/8 per cent the representa- 
tives estimated a cioie of lupees as piofit on exchange business alone 
Have you any observations to make on this suggestion? — May I know what 
this ljlQd refers to 

8751 It is according to them, the difference between the buying and 
selling rates of Exchange banks of T T — I do not think there will be a 
difference of l/16d at all The difference will be l/32d If you buy T T 
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for Septembei, the buying late will differ from the selling late by 1 /32rf. 
foi this month’s position Similaily, the buying rate foi Decembci T T* 
will diftei fiom the selling late foi Decembei by l/32d If the Bengal 
National Chambei leallv^iefeued to that diffeience, it should be 1/32 d 
and not l/16d The piohts of the exchange banks, if I understand aright, 
do not anse fiom the diffeience between the buying late and ihe selling 
rate of T T It anses fiom the diffeience between the buying late i f bills 
and the selling late of T T When they buy bills foi any position, they 
like to fix up funds foi the same position and tlie\ sell T T ngunso it 
and the diffeience between these two lates lepicsent the mteic-T charges 
which the bank wall make foi the 22 days of tiansit and the thiee months 
of the D A period and also piofit, it any That maigm is not a definite 
factor at all It keeps changing with the Bunk of England’s i ate and 
othei consideiations Fiom this I do not see liow r I could sa\ that there 
can be a pioht ot a cioie, but ceitumh the conditions undci winch exchange 
banks aie doing business in the last ten ycais have not been die same 
happy conditions undei which they weie doing business ten \eais ago 

8732 Ha\e you -\ouiseli exci tiled to foim any estimate of the pioht 
the exclnnge banks aie making o^ei then exchange bu&mess with India, oi 
do you think that it is not possible foi a layman oi outsidei in an\ case to 
make an estimate 0 — As a mattei of fact, I did tiv to make an esfc’mate 
and I wiote two articles about it m oui paper These aiticles exoked 
moie contioveisy than anv fruitful results, because the neecssaty data 
foi amvmg at definite conclusions aie not available There aie so many 
transactions which are adjusted in the books themselves An exporting 
firm is also an importing film and all this business does not get repoiced in 
the banking cncles 

8753 You ended those articles with something of that soit of conclusion ? 
— Yes It was ceitamly once a xeiy tlunmg business, when theie was ft 
monopoly among a few banks The business has also sluunk wnh.n the 
last fixe \eais and the number of banks has mcieased in the last ten years 
Some Dutch banks have come ovei and a Protuguese bank has come in 
Bombay 

8754 Is the Poituguese bank doing much business? — In a way, it comes 
in to compete with what is available and ceitamly there is gieat competi- 
tion foi lates amongst thorn now 1 think m exchange business xou ai9 
able to get. veiy fine lates because of tins competition In the old days 
theie was an assmed maigm which is to-day not there 

S755 You say that if such of the Indian joint stock banks as ntfoided 
ample pioof of caie, piudence and skill m management had icccrvd (hit 
measuie of suppoit fiom flic Indian public which one must expect from 
a glowing devotion to the gospel of Swadeshi, they* would to-day' have a far 
more splendid lecoid than they nic able to show Would vou kindly ex- 
plain what in voui opinion are the leasons foi this lack of suppoit 0 — In 
the fiist place, theie is the proverbial shyness of the Indian depositors and 
m the next place, eeitam developments have taken place which have tended 
to emphasise that neivousness of the Indian depositor The two sets of 
development I have m mind are the banking cnsis that took place early 
m the second decade of this centuiy A good many banks m the Punjab 
and m the Bombay' Presidenev came to grief and wdien the affaus about 
those liquidations weie revealed they contained paiticulais which certainly 
went to shake the confidence of the Indian depositors in the Indian 
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managed banks Howevei, towards the end of the second decade conii 
dence was again restored and Indian banks were able to make much bead 
way and tins was kept up till 1924 or so Then owing to the slump than 
has overtaken all branches of trade and owing to the heavy depieciation 
in piopeities that lias followed as a consequence, banks ue now fandmg 
it increasingly difficult to keep up the old scale of piofits and even it they 
make the piofits on the old scale, they have to make vciy laige allocations 
to depreciation, especiall\ against the fall m the puces 'of Government! 
secnnt'es (practically half 01 75 per cent of the piofits have had to be 
allocated to depreciation within the last three or foui years) and owing 
to these cucumstauces, banks have been unable to maintain then scale 
of dnidends and this goes to cieate an amount of neivousness among the 
depositors In the third place the Indian depositor has a knack of believ- 
ing almost anything said ibout an Indian bank That is a veiy p. euhar 
tiait and a veiy disheaifenmg tiait I shall lefei to an incident wmieh 
happened about a yeai oi two ago when a big Indian firm failed m Calcutta 
and quite a good nunrbei of foieign banks lost money on that firm Air 
Indian hank also had some money involved in the film, though I under- 
stand it was secured The foreign banks were left unmolested, but the 
Indian hank experienced a terrific lun as a result of that, rumour I only 
mention this to pio\e that the Indian depositor somehow at the mere 
whisper of a luinout or even a very vague or mischievous repoit begins 
to have a raid on Ins account m the bank and this necessitates banks 
keeping a verv large liquid position which m its turn prevents them fiom 
making large piofits, so that owing to the peculiar mentality of the Indian 
’public we find that banks are not able to make much headway and because 
tliev do not make much headway depositois aie not getting full confidence 
m the banks It is a vicious circle In the fourth place, deliberate 
attempts have been made to wreck the credit of banks Nothing 1 as so 
far been done bv Goa eminent — and I think Government ought to have 
taken action m the matter — to see that frivolous and malicious attacks 
aie not made against banks Foi all these leasons, Indian banks have not 
been getting that amount of support fiom the public which I think tl c>y 
are entitled to 

87.56 Is tins shyness and neivousness of the Indian depositor confined 
onh to deposits with Indian joint stock hanks? — Yes 

87.57 What you said indicated that certain peculiar features m the last 
tlnee oi foui \ears have affected Indian joint stocks mcie than they have 
affected, say, the Imperial Bank oi the foreign exchange banks? — Yes 

8758 So that it would follow that the shyness oi nervousness is dis- 
played more m the case of Indian joint stock banks than in the case of 
othei banks' 1 — Quite so 

8759 Could vou tell us why that arises m spite of this devotion to the 
gospel of Swadeshi to which you lefer? — Thev have not understood that 
the gospel of Sw^adesln also includes Swadeshi banking The slogan 
‘support, Indian industries’ has not caught their imagination to the extent; 
it might have Certainly Indian banks have been showing fairly increased 
deposits, but not to the extent they could have 

8760 That is, if the slogan had caught them, perhaps there would have 
been withdrawal of deposits from the foreign exchange banks and their 
transfer to Indian joint stock banks?— Oi there might have been less money 
invested m postal ca&h certificates or more money got out of hoards The= 
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possibilities of deposits aie great in India provided tlio psychology of the 
depositor is pioperh appealed to 

8761 You also referred to the frivolous and malicious attacks upon some 
of the Indian joint stock banks and I think you observed that Government 
have so fai taken no action to prevent such attacks What action m jour 
opinion should Government have taken 9 — I saw a feu dais ago a piess 
report in which Mr Dastur, the Chief Presidency Magistrate of Bombay 
mentioned that before any case is filed about a bank, the matter must be 
referred either to the Registrar of Companies 01 to the Advocate General 
or some such authonty and permission obtained before a complaint is lodged 
What now happens is that any man can go to the Chief Presidency Magis- 
trate and say that the balance sheet of such and such a bank is not drawn 
m conformity with the law' and the magistrate issues a notice immediately 
-on the bank concerned and we have a press wluclr immediately teporis it 
to the vanous centres Even though the thing may end in nothing, even 
though it may prove, as was proved m this case and a number vf arses, 
that the case was frivolous and had no substratum of truth, much mischief 
is m the meantime done to the bank After all, a bank is a ven sensitive 
institution First the Tata Industnal Bank Avas attacked like this, then 
the Cential Bank, and then the Union Bank — three banks have been in- 
volved m a campaign of this land — and it is moie than 9 oi 10 jeais since 
this has happened 

8762 Are vou fully conversant until the existing provision of the law 
on the subject 9 — Fanh 

8768 We understand from a gentleman wdio apparently knows a lot 
about this particular mattei that as the law now stands, nothing prevents, 
for example, the Chief Presidency Magistrate from having an enquiry 
instituted, eithei m camera or otherwise, preliminary to taking the matter 
up m open couit 9 — So that it depends entnelv upon the pleasuie and whim 
■of the magistrate concerned He may do it or he may not do it I think 
the Chief Justice of the Bombay High Couit also has m the course of a 
judgment m a case of this kind clearh slated that the permission of the 
Advocate Geneial must be taken befoie any case is filed 

8764 We Iiuac seen all Unit and Ave Iiuac had some discussions on the 
subject, that is why I asked j ou whether a ou aie fully conversant with 
the laws on the subject 9 — In tins connection I prepaied a Bill for introduc- 
tion in the Legislative Assembly long ago, but m the Assembly politics 
engage much more mteiest than questions connected with economics or 
finance So I could not persuade anybody to take it up 

8765 Sir Hitqh Code I understand there is an Act m Great Britain 
m which there is a definite provision that certain people must not *0 to 
court without pievious permission 9 — It is m Scotland, if I rememhei anght 

8766 I am not sure about the details 9 — 1 know it is a fact 

8767 Mi Shnnmvl ham Chclh / You spoke of the depreciation m Gov- 
ernment securities and the consequent necessity on the pait of joint stock 
banks to set aside a good portion of their profits to this depreciation 9 — -Yes 

8768 Do aou think that Indian joint stock banks m particular held 
more Government securities than is good for them from the banking point 
of \iew 9 — No, because the only liquid socuntA' possible for an Indian bank 
L Government securities Let us take the case of the Imperial Bank for 
examnle If *hev are slmrt of cash they can mereaso the bank rife' to 
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<6 per <cent and go to Government foi emergency cuirency Let us again 
-take ike exchange banks Their real liquid security is their bills When- 
evei theie is demand for money, tliej go and simply discount bills on the 
London maiket But so far as Indian banks are concerned, the only way 
of keeping a liquid position and protecting themselves against any lun is 
-to keep a big poitfolio of Government securities and also a cash ciedit 
auangement with a bank like the Imperial Bank, so that m ease of a sudden 
•necessity foi money, they can draw that money 

8769 What stands m the way of Indian joint stock banks having more 
of then assets m the liquid form of bills than m Government securities 0 — 

I take it that j,ou mean inland trade bills If I remember aright, the 
Central Bank has got about 1 croie and 50 lakhs in inland trade bills, the 
Bank of India has got about 40 lakhs and the Bank of Baroda about 20 
lakhs m inland trade bills They do have some portion of their money m 
inland trade bills, but owing to tiadition, custom and a sense of prestige, 
there is no piactice of re-discounting bills It is a common thing m 
America to take your bills and get them re-discounted as soon as there is 
a demand for money, the same as \ou borrow against Government securi- 
ties, the two opeiations aie the same But somehow m India, as it is 
perhaps m London, the\ do not discount bills In London the Big Five 
will not le-diseount then bills, they will sell them m the maiket In the 
same way, thei have neithei the system of selling bilk nor a system of 
■re-discounting, so that inland bills do not form enough of liquid securilv 

8770 If an Indian joint stock bank W'nnts funds, we have been told that 
theie is a tendency on then part to take to the Imperial Bank their Gov- 
ernment securities What do you think stands m the w r av of joint stock 
banks, undei these circumstances, taking their bills first to the Impenai 
Bank foi le-discount lathei than ask an advance on Government securities 0 
— You must novel foiget that the Impenai Bank itself is a competing 
bank, it is itself a commeicial bank No bank would like to give away 
the secrets of its bill poitfolio to a lival tyank Unless theie is a real 
Cential Bank which does not do the same class of business which these 
banks are doing and to which tlie\ can go without loss of piestige oi w tli- 
■cut fear of betraving then secrets, you cannot expect Indian banks tc 
re-discount their bills from the Imperial Bank 

8771 So, even if the Impenai Bank, under existing encumstances being 
itself a competing commeicial bank, w'ere picpaied to offer greater facili- 
ties to tlie Indian joint stock banks foi le-diseount, you think that so long 
as the Imperial Bank continues to be a competing commeicial bank, the 
Indian joint stock banks cannot be peisuaded to take their bills? — No As 
a matter of fact, the maiket also has a w'ay of thinking that the moment 
a bank takes its bills foi lo-discount it is on its last legs, so that no bank 
w r ould, unless it is veiv desperate, have lecouise to re-discount of its bills 
with the Impenai Bank 

8772 Mr ShanmuTtliam Chetty But that idea in the maiket would 
wot be persistent, if theie w r as a Reserve Bank? — Quite so The conse- 
quence of the establishment of a Reserve Bank would be that tremendous 
facilities w'ould be cieated foi lediscounfmg facilities at favourable teims 

8773 Even under the existing circumstances, if the Impenai Bank made 
an attractive difference between the rediscount late and the advance rate, do 
}0u not think that will be a factor to induce tlie joint stock, banks to have 



■their bills lediscounted with the Imperial Bank’ — My answer is no Even 
if the discounting rate is less than the advance late on Government securi- 
ties, the Indian joint stock banks will not take it to be a sufficient incen- 
tive so long as the competing factoi of the Impenal Bank stands 

8774 So you are convinced that even now, undei the existing circums- 
tances, the Indian joint stocks banks hold a considerable pait of their assets 
m inland tiade bills and with the establishment of the Beseive Bank the 
joint stock banks would be able to command gieatei facilities m the matter 
of re-discountmg their bills’ — That is so 

8775 Chairman Therefore fiom that pomt of view the establishment 
of the Beserve Bank is a matter of vital importance’ — Absolutely 

8776 You are awaie of wdiat happened m Amenea, that even after 
the establishment of the Fedeial Beserve Bank, tlieie was some shyness on 
the part of the banks to offer then bills for le-discount at the Bed oral 
Beserve Bank’ — I would not say that Be-discountmg of bills m Amenea 
is quite common 

8777 It was the War which bioke down the prejudice’ — Any new 

practice will take time to get populai 

8778 This is the evidence of Mr Benjamin Strong, who apparently 
was in the best position to speak m the matter, befoie the Hilton Young 
Commission He says, “The prejudice on the part of the banks has been 
rathei deep rooted Many member banks have a ceitam reluctance to 
show m their public statements that they have boirowed money, but the 
need foi borrowing from the Beserve Bank became so widespread as soon 
as we had the War to finance, that a eon&ideiable amount of that prejudice 
was oveioome’’ — Mi Benjamin Stiong’s pomt is that the banks m that 
eountiy would not publish the item m then balance sheet, but in India ‘the 
banks do not fight shy of publishing the amounts “due to agents” m their 
balance sheets 

8779 Mr Khaitan I would like to draw youi attention to the evidence 
given by a prominent Indian banker befoie this Committee He 
was of the opinion that the sole reason why the Indian joint 
stock banks did not go to the Imperial Bank for rediscount of 
hundts was that the Imperial Bank would charge the same re- 
discount rate to the Indian joint stock banks as it does when 
discounting hundis for parties m the maiket whether thoy be shroffs or 
merchants, and that if the Imperial Bank gave a cheapei rate to the Indian 
joint stock banks, then it would be supposed in the market that it wds 
a special facility given to the joint stock banks and the question of piestige 
would not arise after that and the joint stock banks would be prepa~ed to 
rediscount hundis with the Imperial Bank What is vour view on that’ — 
I eeriamlv admit that a oanker is more competent to speak on a question 
like this, because I have never been inside a bank, but I still hold my r view, 
that the Imperial Bank, so long as it is a competing m&titution, cannot 
function properh m regard to this matter Take the case of the Bank of 
France, which is both Central Bank and a Commercial Bank The other 
joint stock banks m Pans do not rediscount t-heir bills with the Bank of 
France only because it is a competing institution That instinct is bound 
to be universal, and so long as the Imperial Bank is a competing bank 
you w r ould not find the rediscounting business to be m an unfetteied state- 
But as a matter of fact if the joint stock banks would be able to get cash 



Cl edit facilities from the Impenal Bank at cheaper lates, then that would 
matenally help the former than a cheaper late of rediscounting facilities 
foi bills 

8780 That no doubt seems to be a good suggestion, but that would 
not substitute Government promissory notes by inland bills of which you > 
have been talking i — I am inclined to think that you would not get many, 
bills for rediscount even it the Impenal Bank were willing to rediscount 
the bills bearing the signature of any of the approved Indian joint suck 
banks, as there is the fear of business secrets being revealed 

8781 What are the secrets that you aie thinking of? Do you not think 
that the people who do business m the maiket aie well known and that 
the Impenal Bank will not find it difficult to find out facts?— I think the 
Indian business man loves to do Ins business m a confidential way 

8782 Bet us talk of Calcutta which is a place equally well known to 
you as to me You know tlieie are liundi biokers (heie who call on all 
banks foi the discounting ol then hunch s as they call on sluofts) and if 
the Impenal Bank allowed these biokers to call on them, then do vou 
not think that they will be able to know the “business seciets” that you 
lpfei to 9 — Not all business goes thiough the liundi biokers Certain names 
aie recognised as guarantors of the banks 

8783 The Imperial Bank would only deal direct with certain guaiantois 
and they would not mciease then field of activities 9 — I do not think that 
all the business is done through the hundi brokeis 

8784 That is only done in the case of legulai customers Is that not 
so 9 — That is in our opinion by far the biggei portion of the bill business 

8785 Do you think that, it othei difficulties weie got ovei, m the present 
circumstances of India, a portfolio of bills could be consideied to be as 
lehable a way of getting the facilities at times of stiess as Government 
securities would-' So far as the Government promissoiy notes are con- 
cerned, the Impenal Bank v r ould advance money, subject to the margin 
that it would like to keep, against the secuiity of Government piomissoiy 
notes 9 — Not always I know r of an instance m Lahoie wheie the Imperial 
Bank refused to grant cash ciedit even against the secuiity of Govern- 
ment papei 

8786 Geneially speaking the Impenal Bank is piepared to advance 
money against Government papei subject to the maigm and market valua- 
tion 9 — Yes 

8787 Do you think m the case of internal bills of exchange, the Imperial 
Bank would be piepaied to act as freely as m the case of Government pro- 
missoiy notes, without looking into the position of the paities drawing and 
accepting the internal bills of exchange, especially m view of the fact that 
we aie now considering the question as to whether internal bills of exchange 
could be tieated by an Indian joint stock bank as fluid assets m the place 
of Government promissoiy notes, and tlierefoie the joint stock bank should 
go to the Impenal Bank when it is in need of funds 9 Perhaps on such, 
an occasion the Imperial Bank would still look into the position of the 
drawing and accepting parties of the bill In these circumstances what 
is youi opinion as to wliethei m the piesent circumstances of India the 
internal bills of exchange could form as good a source of fluid assets as 
Government paper 9 — As a mattei of fact, fiom my discussions with some 
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of the officials of the Impenal Bank, I have to state that they are now 
sci utmismg then bills with a view to make suie that they aie not accom- 
modation bills but genuine Bade lulls arising out of bond fide transac- 
tions When an Indian joint stock bank, especially when it is m trouble 
takes its bills for rediscount to the Imperial Bank, they would not only 
look at the soundness of the bank but also of the signatures and the 
genuineness of the bill, whether it is a trade bill or a finance bill 

8788 Mi La man (l The Indian joint stock banks often requne accom 
modation of a temporary nature’- — Yes 

8789 Rediscounting of bills would not suit them m that -way whereas 
m the case of Goa eminent sccunties they can get loans for a wcck or ten 
days'* — Aftei all when a bank keeps a poilfoho of bills, thc\ keep it on fiom 
day to day 

8790 You could not have the same rediscount inte for all classes of 
bills? — If I understand it anglit, the rate is dependent upon the number 
of days foi which the bill has got to run 

8791 That is tiue It nas been suggested that the rediscount late 
should be leduced Do vou think it would be right to liaAO the rediscount 
late lowei than the advance latcs on Government securities What is 
youi view’ — T ,nn not at all m sympathy with the pioposnl, but I will 
answei youi point in this wav The Imperial Bank lends money jn 
secuntv other than Government securities below the bank late wink it 
insists upon the bank late on Government secmities As a mattei of fact 
I know of instances m the case of Imperial Bank where thev refused to 
advance loans on Government paper foi anything less than the bank mte, 
while they have advanced big sums on otliei secunties below the bank 
rate 

8792 Any late fixed below the bank late would be foi penods during 
the slack season of the year It all depends on the terms of the ldvance 
as to what the iatc is 9 — That is so My point is that the Impel al Bank 
has not treated the Government paper as the last woid m secuntv, as they 
ought to 

8793 Chav men It is v\ell known that these Indian joint, stock banks 
keep a large sum of money in the shape of Government securities You 
must have studied then balance sheets much bettei than I have done Do 
you think that the inonev thev so liold is the minimum consistent with 
the requirements of safety oi do you think it should be possible foi them to 
leduce then investments m Government securities and make mot.e money 
available, say by investing m industrial concerns? — Owing to the poor 
state of the tiade industry and commerce m India during the last 8 years 
a tendency is noticeable m the case of all the banks to have t bulging 
nor tf olio of Government securities Take the ca^e of the Impend Bank 
again In 1922-23 the Imperial Bank had about Rs 11 ciores m Govern- 
ment securities and only m August last then figure went up to Rs 32^ 
erores This is, however, due to theie not being enough sound investments 
available This same situation lias obtained in the case of other Indian 
joint stock banks but m their case thev have to keep much mote liquid 
resources than the Impenal Bank oi am otliei bank So I do not think 
that their investments can be said to be extremely high 

8794 My lemarks do not apply to the Imperial Bank because it is 
moie or less precluded from investing money m certain duections but those 
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limitations do not apply m the case of Indian joint stock banks and my ques- 
tion was therefore directed more to the Indian joint stock banks Owing to 
the depiession which has taken place during the last 4 or 5 years it has 
become neeessaiy for the Indian joint stock banks to be moie cautious and 
they therefore keep then balances largely m liquid form instead of invest- 
ing moie m mdustnal concerns Is that not your point’ — That is so 

8795 You refer to the charts on the backwaidness of Indian banking 
published m youi Banking Enquny Number They show the position in 
India legardmg deposits, number of banking offices, banking capital and 
leserve and banking deposits as insignificantly small m comparison with 
tho-e in othei countnes of the woild You yourself lefer m youi memo- 
randum to the existence m India of the so-called indigenous banheis and 
sin offs, who take deposits fiom the public enjoy good ciedit lines with 
the banks and have themselves a fanly large capital of then own and 
ha\e played an important part fiom time immemorial m the financin'; 
of internal trade m all its stages and m the affoidmg of accommodation 
on mortgages oi otheiwise to those not engaged m tiade In view of the 
existence of these peculiarly indigenous institutions and m the absence 
of an\ lchable figuies of then numbei, then capital and reseives and 
then deposits, would you be justffied m taking these charts which you 
have referred to at their face value without any qualification’ — The charts 
certainly requne modification to that extent and it is a point whicn we 
overlooked when w T e piepaied the Banlrng Enquiry Numbei 

8796 In any scheme foi bringing India into line wuth other countries 
of the w r oild m the mattei of banking, would you attach more importance 
to the piomotion and development of banks on the western lines which 
aie the institutions that have been taken into account foi the purposes 
of the chaits you have refeired to than to the development of the peculiarly 
indigenous institutions, viz , indigenous bankers and sin offs ’ — It is 
certainly our opinion that banking reconstruction of the futuie should take 
into account the position that indigenous bankers occupy m the existing 
banking system of the country, but so fai as any piactical steps should be 
undertaken as a lesult of the enquiry, it w'Ould be better to have an 
institution on western lines latliei than indigenous banks of wdricli wt 
are not able to get any' decisive information 

8797 You piefer the development should be more on the type of the 
banks of the western type, although it is youi view that eveiy attempt 
should be made to keep alive the indigenous bankei and link him with the 
futuie indigenous banking system? — Yes 

8798 Mi Kliaitan You said that m any banking construction oi ie- 

construction oi wdiatevei you may' call it, note must be taken of the 
existence of the indigenous banker and that he should be integrated into 
the banking system — I said that so far as the indigenous bankei 

is concerned, we are up against difficulties and that w'e do not w'ant that 
the reconstruction of the banking system, which we have in view, should 
m an-\ way be delayed by time to solve these difficulties We want piogress 
to continue, w'e do not w'ant it to receive any set-back 

8799 Do you not think that the tw'o can go together, namely the im- 
piovcment m the condition and status of the indigenous banker anc the 
i construction of the system which you propose? — They should go side 
by side I personally think that when the indigenous bankers develop 
on proper lines and get the strength that we aie contemplating they should 

, 1 3 n 2 
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leceive, the difficulties would not be great, it would be mainly a question 
of removing such handicaps as theie maj be on their activities 

8800 What are those handicaps? — The obscurity that attaches to 
then position at piesent, and the lack of any veiy clear definition of the 
teim ‘indigenous banket' As it is, the teim can mean the ruial money 
lender, the shroff or anything 

8801 You also said that you would look forwaid more to the deve- 
lopment of banks on western lines? — I do not remember whether that 
is exactly wlmt I said If, however, I said that, I must offer a correction 
What I <?aid w as that emphasis should be more on the types of banks 
ra' hoi than on the numbei of banking institutions 

8802 Chan man You must have icalised what has happened to the 
indigenous bankets m the Punjab I believe jou have lead the report of 
the Punjab Provincial Banking Enquii) Committee? — I had onh a 
eiusoiy glance at the Punjab Committee’s lepoit I think that Com- 
mittee icalised the importance of this class of bankers, but also ’enhsed 
that hi« passing away seemed to be inevitable 

8803 Di Hydei was lefenmg to the facts biought out m the Punjab 
PcpoiD, namely rhat the indigenous bankei is dying out owing tr the 
competition of the joint stock banks on the one hand and of the co opera- 
tive banks on the otliei , and they say that there arc a number of districts 
without anv indigenous bankers at all 

Dr Iiydci The woids aie “His house has collapsed and it requires 
to tic* built anew' ’ — I vloubt whethei it wall be built at all Conditions in 
the Punjab aie so peeuliai, biancli banking m the province as a wdiole is 
on a fai moie extensive scale than m an} other piovmce 

8801 ('lum man 1 lealise fully that it i<j parll\ due to the extension of 
biancn banking m the Punjab and that has resulted m this particular 
situation IVould you piefei a development of joint stock banks, branch 
banks rnd co-operative banks, the indigenous banker being fitted m and 
allowed to live so long as thae is a necessity for him oi till othei develop- 
ments have taken place, oi would vou piefei that special steps should be 
taken levive the indigenous banker to the detriment of the growth of 
joint stock banking and co-opeiativc banking 0 — I would prefer the firet 
course 

8805 The Punjab Banking Committee m then repoit say that the 
indigenous bankei is disappearing owing to the competition of fiist-cla^s 
joint stock banks and branch banks According to them, perhaps m 18 
out of the 30 distucts, there is at the piesent moment not a single indigen- 
ous bankei left That is the lesult of then investigations? — With legaid 
to the Punjab, it is not only the mcicase in the number of branches of 
banks and co-operative banks rvlnch is responsible for the elimination of 
the indigenous bankei It is also because in the Punjab to-day there is 
moie money than in any othei piovmce, ownng to the vast colonisation 
schemes and inigation projects the piovmce has become enoimously licli, 
the amount of loans required by tlie people m the Punjab is much Pss 
than that needed elsewdieie, the economic condition of the Punjab is 
much bettei to-day than that of any other piovmce 

8806 The Punjab Committee have not biought out that aspect of the ' /r ~ 
question In legaid to the indigenous bankei, according to then findings, 
the factors which have opeiated for the collapse of wffiat they call the 
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house of the indigenous bankei aie ofchei faetois, they do not mention 
anything about the increase m capital and the reduction of demand for- 
loans — I had a discussion with Mr Darling some time ago on this very 
question and I had discussion with him about the economic situation m 
the Puniab I was told that there was a strong middle class m the 
Province and that theie weie neither people who could be regarded as 
milhonaues noi people who were paupeis I peisonally thmlr that lendmg 
business as such must have shown considerable shrinkage owing to this* 
last factoi 

8807 There aie two 'aspects of the question Theie should be develop-' 
ment of joint stock banks, branch banks and other co-operative banks, 
the indigenous bankei being mtegiated into tlm whole system If the 
indigenous banker foims himself into a joint stock bank, it is not neces- 
sary to consider that aspect of the question That is one alternative 
The othci alternative is to take special steps to levive the indigenous 
Lanke and to fiee him fiorn the competition of the Indian joint stock 
banks, tianch banks and co-operative banks That is, m one case pre- 
feience would be foi the joint stock banks, blanch banks and the co- 
opeiativo banks, the indigenous bankei being eriven such concessions as 
will enable him to live and form pait of the whole banking organisation 
The second system is this the indigenous bankei is definitely given con- 
cessions that he may find a place in the banking organisation m com- 
petition against the joint stock banka, bianch banks or other co-operative 
banks He may thereby letard the giowth of the lattei institutions 
What would you piefc-i? — The fiist alternative 

8808 Si 7 Pvishotamdas Thaluulas Youi mam anxiety is that there 
should be no delay m the le-oigamsation of the banking system ovmg 
to any experiment being tried regaidmg the indigenous bankei and his 
con set place being retained for him Youi anxiety is that nothing should 
be held up to let this class have a chance? — Certainly I want every 
encoui agement to be given to him, but I do not w^ant that a solution of 
the pioblems connected wuth Ins position should delay progress 

8809 Is not the indigenous banker or the village money-lender the 
finaneiei of the masses of people 9 — Ceitamly 

8810 Does he not finance the internal trade and requirements of the 
masses moie than all othei banks 9 — I agiee 

8811 Is it easy to replace him 9 Would Ee not continue to be a great 
necessity foi the masses of the people if his methods of w^ork w 7 ere puri- 
fied ana he was asked to conform to certain rules regarding audit, etc 9 
My belief is that with his position strengthened, he can do his work with 
gieatoi precision 9 — I find considerable difficulty « m seeing what exactly 
would be the practical proposition to ensuie that his contribution to the 
economic life of India is as puie and honest and scientific as that of the 
jouit. stock banks 

8812 If he could be compelled to keep legular accounts wdnch will be 

audited by reasonable auditors, that objection could be mef ’ — 

Ceitamly 

«/ 

8813 What objection could there be to give this class an encourage- 
ment v/hich will make them moie useful members of the bankmg organi- 
sation? — Even apart from othei questions, with the situation as it is, 
the indigenous banker deseives to be encouiaged m the, sense that his 



transactions should be puufied and his place in the economic system 
clarified , 

8814 Chairman Then, it is not a question of merely allowing him to 
live, it is a question of giving him such encouragement as Mill enable him 
to letam the position he holds’ — Yes If I may summarise our news, 
ue believe that the indigenous banket, being native to the soil and having 
spiead Ins activities throughput the country and having conducted business 
on an economic scale, if he could be mtegiated m the banking system of 
the countiy, nothing would be bettei and Me also believe that '-very effort 
should be made to integrate him But looking at the pioblem, M'e are up 
against piactical difficulties, the solution of which, Me aie afraid, might re- 
taid the leal leconstiuction of the oigamsation 

8815 Mi Dcvadhar With legaid to youi opinion about the position 
of the indigenous hanker you have expressed cezfcam vieus in tlm irst 
tMO paiagiaphs of voui memorandum If the problem is to assigr to 
the indigenous bankei a definite place m the Mhole scheme of banking 
leo’ganisation, vou necessanh think that he must so change his practice 
and his methods should be so modified that he can fit into me whole 
schema 0 — Quite light 

8816 Oui object m discussing pioblems uith legard to banks is to 
ti\ and bung as much lelief as possible to the poor agriculturists who 
foim a gieat mnjontv of the people Mho need finance to-da\ In the latter 
poibion cf \oui penultimate paragiapli vou say, “The least that demo- 
cracy, Mheie it is not socialistic can do is to treat co-operation as its 
pet” 1 — That is oui opinion 

8817 Aie you lefemng heie to modem developments? — It is not a 
question of modem developments 

8818 In leply to Sir Purshotamdas Tliakurdas vou said that his 
method Mould be cheaper but m\ e\penence of the small unit of co- 
operative machinery m the village shovs that it has enabled the farmer 
to get money at 50 pei cent less than the rate at Mhicli the money 
lendei gives him money ’ — When I said ‘economical’ it did not refei to 
the late of interest but to the cost involved foi Ins conducting the 
business 

8819 But if the result m the sense of reduction of the cost of manage- 
ment to the money-lenders’ business does not skon a proportionate reduc- 
tion m the cost at mIiicIi he lends monev Mheie is the economy m 
rianacement’ Am I to undeistand that nhichevei svstem of agricultural 
finance Me advocate, either through the indigenous bankei oi an in- 
digenous banking institution oi the modem co-opeiative institution, wo 
should aim at advocating that Minch enables the poor agiicultunst to get 
money cheapei 0 — I may go fuitlier and sav, that even with the continu- 
ance of the indigenous bankei, the necessity for the provision of the fullest 
and fieest faeditv foi agncultuusts, thiough a piopeilv co-oidmated 
agricultural banking system is verv uigent and veiy imperative 

8820 As you have gone thiough manv of the Provincial Committee’s 
reports it would not take you time to discovei that the rates at M r hich 
money is available m tlie market to-day for the agriculturists aie very 
much biougkt down by co-operative institution? — Yes,, but it has not 
touched the whole field 
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8821 In a province like the Punjab it has been done to tbe extent o £ 
l/10th, m some othdi piovmce to tbe extent of l/8tli It is a matter 
•of time Granting that such land of assistance is given by the co-operatave 
mstitutions moie or less gradually m the dnection of bunging down ike 
rate dnectly by compelling the indigenous bankei to leduce the late of 
interest then the choice will he between the co-opeiative institution .md 
the indigenous banker so far as his methods of voik continue on the 
piescnt hues If he would change his methods and meet the lequuemants 
of llie situation, I would be as much his fuend as jou aie? — I would even 
then wash the co-opeiative movement to go ahead full-steam I do not 
considei that tlieie is any antithesis between the indigenous sin off and 
the co-operative movement The co-opeiative movement cateis to a class 
and m a rnannei and undei conditions of social uplift and things like 
tint which aie <-0 pecuhn and so impoitant that I wish the movement 
to go ahead full-steam, let us do whatever we can to the indigenous 
shroft, but let us not neglect how much we ow^e to the pool agricultunst 
to go ahead with the co-opeiative movement 

8822 Chan man Mi Devadlm’s point seems to be piacticallj the 
one on wdnch I w r as asking jou question, that is, if in the piocess of 
giving concessions to the indigenous bankei we find that we aie pultmg 
him in such a position where he wall be able to compete successfully 
agamsr the co-opeiative movement oi othei institutions to which I refer , 
m >oui opinion w r ould it be desnable oi piudent to do so? — I said it thy 
antithesis is to be in the way m wdnch jou put it, I vote foi the alterna- 
tive one 

8823 Mi Manu Sub e dm You aie aware theie aie 700,000 villages 
m India and there aie only much less than 700 blanches of joint stock 
banks and the aspect which is to be considei ed by some of us is the 
question of cost Banks on western lines, assuming that they are moie 
desnable because of the regular system of account, audit and so cn, are 
costly I have ascertained that the blanch of a joint stock bank costs 
fiom about Es 3,000 a month to Es 4,000 a month Have you given 
■some attention to this aspect of it? — When you lefer to 700 blanches you 
mean only Indian joint stock banks and not co-opeiative banks? In a 
discussion of this kind wdien you talk of villages and towms, I think it is 
only pioper we should include co-opeiative banks 

8824 Even if you include the co-opeiative banks theie is a gieat gap 
to be filled up compared with the population and lequnements? — That is 
a statement we had to modify m the light of the existence of indigenous 
shiofjs 

8825 I put it to you whether the limitation m the expansion of bank- 
ing on western lines is not a definite limitation put by the cost of lunnmg 
a branch* 1 

Chanman We do not yet know r how fai it will mciease the cost of 
the staff ' — And theiefoie the cost of the seivice 

8820 Mr Manu Subedcn At the present moment the tw r o things aie 
ineompru able because the indigenous bankei does business with a small 
N staff and his methods aie quite diffeient, but even wath the low r ei cost 
cf his staff what Mi Devadhai biought out was that the seivice he does 
to the 300 millions of the people is veiy costly and theiefoie this Com- 
mittee will have to considei the two aspects — firstly m this attempt to 
puige the indigenous system of the difficulties which now exist, the cost 
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of Ins c taff will have to be mcieased, it he has got to prepaie proper 
accounts and submit them foi audit, but the second and the more im- 
portant aspect is whetliei it w'll have the effect of i educing the charge 
which he makes to the agncultunst of the present day Therefoie the 
tv o things as they stand at the piesent moment aie not susceptible of 
comparison The point tlieiefoie on which I would like to have your vaws 
is whether tlieie is any definite limitation put by cost, at least the cost 
question would have to be eonsidcied? — By the need of tiamed staff 
There are limitations of that kind 

8827 Other people m their evidence befoie us have said that it is not 
possiUe tc expand banking in a mannei which would meielv supplant one 
form ol banking by anothei instead of leally adding to the volume of 
credit lequuements m this counhv Would vou sav that the central 
problem was to bring down the l.tte of interest prevalent m the dishicts 
so that the greatest benefit which a bonow’ei can denve is not the method 
and mannei but the clinige’ — The cbaige and also the method and 
nnnnei 

8828 These men have to pas 20 and 24 per cent and something should 
be done by which thev w-ould have to pav only 9 oi 12 pei cent’ — Do vou 
not think it w 7 ould be better m discussing this, if we divided the needs of 
the agricultunsxs into two classes, the long-teim and the shoit term re- 
quirements 

8829 If you admit that the cential pioblem is tlie reduction of the 
rate of inteiest, the question is liow r to bung this about? — The central 
pic Idem is fnstly to lemove tlie cvci-ieeunmg and ever-deepening indebted- 
ness c>f the agriculturists The existing circumstances arc* such that where 
lie gets into debt he is evei in debt The cential problem is how to 
remove it Now r , owing to the mannei and method and rate of interest, 
conditions of repayment and land of security m lespect of loans, all these 
factors combined, tlie u/ot is getting only deeper and deeper into debt and 
his bieaking point is almost leached 

8S30 Dr IJ if (In With whom is he getting into debt’ — Whei ever he 
can get money he takes it The conditions of these loans are such that 
he could never repav He has even found it difficult to pay the interest; 
and i, getting deepei and deeper into the mire 

8831 Mr Manv Subcdai The conditions of repayment w T ould be better 
if the lates at wdnch he borrowed w r eie leplaeed be a cheapei rate’ — Yes 

8832 If tlieiefoie the late of inteiest w T eie hi ought dow r n v all-iound in 
the countiv, that would be -puma facie a great boon’ — Quite 

8833 The difficulty w T e are told w r itli regard to the oidmaiy joint stock 
bank is that when a biancli is put m a small centre, the type of man that 
we put at the top gets Bs 150 sahuy and he is peihaps imported fiom 
the town He is not the man of the localitv He is not the Ivpe that 
can lie brought to assess the ciedit of the local people properly He w T ould 
be undoubtedly conservative He wrmld perhaps be stand-offish He 
thinks himself supenor to the local people These aie some of the diffi- 
cult;! es with legarcl to the co-opeiative bank, since you include that, the 
difficult’, is that it is not wuse to allow r men m charge of co-operative 
hanks to deal m oidmary banking piocess as they aie not fit for it; This 
was the opinion of the Managing Governor of the Imperial Bank Now 
I put it to you wdiether the indigenous banker or money-lender does not 
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fiom tins point of view assess the ciedit of the man propeily, give hnn 
the maximum amount that is capable of being given on such ‘ecurity as 
lie has got — and the securities aie all very flimsy The oidmary banks 
aie either precluded by their rules or by their processes from accepting them 
and m the lemote centies an extension must mean that he must go down 
f i im fhe centie of the population The moment you established there a 
little branch, the little managei cannot adequately leplace the local man 
That is a suggestion made to us If, therefore, it is possible to bring down- 
the late of interest pievalent m the locality so that the local man cannot 
chaige more by competition, then he would be conferring a great boon 
and this could be done by utilising the services of the existing man wlio 
is ,i tued and old banker, who knows the locality, who understands the 
people thoroughly, he can take advantage of that and he will charge a more 
leasonable late Then would cou say that the extension of western type 
of banking may not be the pnneipal solution ot the difficulty? — As I said, 

I dn.de the needs of the agncultumt into two kinds, the long-teim and' 
the shoi r-term Youi indigenous bankei can nevei satisfy the long-term 
requnements of the agncultunst and looking into the question m broad 
terms, I w r ould sav that a land mortgage bank furnishing long-term loans 
to such agncultun&ts as have, so to sav, tang’ble secunty, is the fust 
essential foi the agncultunst Secondly, a kind of cential agricultural 
bank strengthening the co-opeiative bank down to the bottom and giving 
facilities in legaid to the seasonal requnements and tliudly the indigenous 
slvoft wdio can lend money to those peisons whom these two institutions 
cannot hcip That is, roughly m my mind w T hat would be the ultimate 

requirements of the masses of the people 

\ 

8834 From the statement of indebtedness m vanous piovmces which 
we have received it would appeal that ovei one thousand croies is the 
deut, laigely long-term debt As against these the co-opeiative societies' 
total funds aie 60 croies Theiefore when you said that the indigenous 
bankei cannot deal wuth the long-term loans, I put it to you that he 
has already found the bulk of this one thousand crores? — How much of 
it is principal and how much interest 

8835 He lias found some substantial means? — Will he lealise thot 
money '? 

8836 I fully lealise the difficulties of the problem but befoie you can 
have a banking organisation either on western lines or co-opeiative lines, 
which would put foiward a thousand ciores, we shall have, a veiy long 
distance to go? — What would be the difficulty of creating money? When 
you come to think of it, if there is a land mortgage bank winch issues 
debentuies against moitgages accepted by the vanous branches and if, 
the^e aie suitable piovisions that could be included m the law relating to 
our cunency leserves, the needed money could be found, theie would be 
no difficulty 

Mr Khaitan Where is the money to come fiom? 

8837 Mr Manu Subedar I admit that it is possible peihaps from 
ceifcam sources to laise money which you mention and I might mention 
to you that many difficulties have been showm to us It wxiuld be possible^ 
peihaps to devise methods for it but the replacement of existing debts to 
the extent of 1,000 crores and the transfei of these debts to institutions - 
on western lines would be a very long process? — Yes It will be a gradual 
process 
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8838 It would be a prolonged pioeess Supposing a man bonows from 
an indigenous banker who charges him 26 per cent If it was possmle 
to persuade him to chaige 10 pei cent , it would be a much quicker pio 
cess The indigenous banker would want some quid pio quo before ne 
rvould considei this , but if such quid pro quo could be found and 1 e would 
be willing to accept it even if the late of interest was brought dorvn, 
,it rvould be better to keep the same bor lowers and the same lenders 
subject tt certain mutual anangements on both sides, than to replace them 
with banks on western lines 9 — Ifc w'ould seem to be a shoiter cut 

8839 Mr Dcvadhai Would I be collect in saving that that colossal 
amount oi indebtedness as represented b} these figuies is more oi less the 
lesult of the methods of the indigenous bankei to wdnch the farmei has 
been subject m the past 0 — I should find it rciy difficult to msvoi this 
question because I am not acquainted witTi village conditions in that 
sense 

‘8840 These debts go on mounting up, veiv probably the principal is 
not pml and interest is added and compound mteiest You know the 
cuirent lates of monev-lendeis lange m ccitam piorinces between 18 pei 
cent to 24 per cent If we take the figures of Bihar and Orissa we find 
that by oo-opeiatire principle by bunging down the late by 50 per cent , 
there is something like a saving of 13 crores Supposing that calculation 
is cormct would it not be possible even by this method of financing the 
poa agriculturist to wipe out this indebtedness m the couise of the next 
few' rcnc 9 That would certainly be one of the best means of bringing 
down the indebtedness of the agneultunst If rve onlv teach him the 
lessen of thrift and piovide the neeessaiy maelnneiy which aould be 
populai to him, he would invest all the rnonej winch he savps in this 
co-opeiarivc method of dealing and leduce the old indebtedness to the 
old sowcai 9 I said this tiansfer of indebtedness fiom the short-term 
creditoi to the land moitgage creditor will be a pioeess of time 

8841 Will the funds be obtained m the shape of sliaies? — The sale of 
shaies and debentuies could not be done m a day Tt will take 10, 15 oi 
20 j ears but I do expect that m the couise of some jeais with an efficient 
banking srstem and that system working sjmpafheticall} , it should be 
possible to lemove this dead weight 

8842 I think you will easily lecogmse that dunng the last 20 yeais 
of co-operative service, the co-opeiative movement has hi ought v, thm 
its field something like 60 cioies of lupees from the position of a single 
mpoc fiom the bank to its credit 3t has been able to do that aiuiug 
20 reais Do you not expect that m the couise of 20 rears the movement 
itself will he popular and its claims now being lecogmsed. people will 
denve fai gieatei benefit than bankeis m the countiy oi othci people who 
hare money to invest and therefore the length of the period need not stand 
m tae wa) of the development of the system 9 — Quite so 

8843 We hope that piobably m the course of the next 20 years, the 
amount inav mn up to 600 cioies We would not be rviong if rve rveie 
to ask veu that the movement should be given such encouragement as is 
necessary undei the circumstances Is there any data for you to suppose 
that the co-operative banks have leally biought dowm the amount of in- 
debtedness to the agneultunst 9 — I am not competent to answei the 
question 
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8844 Sn Iivqh Cocke Ansmg out of the line of argument of Mr Manu 
Subedar, you said that it might be possible in the couise of time foi the 
1,000 croies of indebtedness to be taken over fiom indigenous money- 
lenders by land mortgage banks Mr Manu Subedar also suggested that it 
might be possible suddenly to tell the indigenous money-lendei that his 
rate which up to that time was 25 pei cent should be reduced 
to 10 pei cent I suppose it will be quite noimal foi an 
•original loan of Es 100 to become Es 200 oi Es 300 m couise of years by 
inteiest accumulating at 25 pei cent and the borrowei onlv peihaps being 
aole to pay 10 per cent , do vou think it would be possible for this Com- 
mittee to make any lecommendation which would have the effect of com- 
pelling money-lendeis suddenly to reduce then interest to a ceitam figuie 
m view of the fact that he has given his ongmal loan undei ceitam condi- 
tions of flimsv seem lty oi no seeuiitv at all 9 — Mr Manu Subedai wanted 
me to assume that it could be done I do not suggest that it could 1 be done 
I doubt if it could be done 

8845 I put it to you that it would be impossible to do it 9 — I should 
think so myself 

8846 Mi Devadhm In }Oui opinion have not the co-opeiatrve institu- 
tions helping the agricultunsts leduced then indebtedness with the giowth 
of the co-opeiative movement I find that you have divided the loans mto 
two paits — short teim and long term, meaning by the foimer loans lent 
foi meeting cunent needs and the latter foi the liquidation of old debts 
That being the case, do you not think that the co-opeiative institutions 
have as a mattei of fact, leduced the luial indebtedness of these agricul- 
turists^ — I have no statistics before me on that matter, and theiefore I 
can only speak from my impiession I should think that these co-operative 
societies must have brought a corresponding i eduction m the indebtedness 
of these agncultmists 

8847 Do you not think that the co-opeiative movement is helping the 
agriculturists m two nays, (1) by not asking the agncultmists to go to the 
indigenous banker and borrow at considerably higher rates of mteiest, and 
(2) the money thus saved is money got 9 — I agree 

8848 Chairman You have lefened to the pursuits of its branch bank- 
ing activity with vigoui by the Imperial Bank of India and some of the 
advantages denved from this activity May I take it theretoie that you 
look with approval on the continuance of this activity on the pait of the 
Impenal Bank, if with the creation of a Eeserve Bank the Imperial Bank 
is allowed to cairy on its functions as a commeicial bank? — I will say V I 
can give only my modified consent to this Theie ha\e ceitamly been 
complaints with regaid to this and from my knowledge of those complaints 
I believe them to be justified and believe that the Impenal Bank has gone 
into a field where blanch banking has alieady been developed by some other 
bank In other woids, I want some legislation as it exists m Japan where 
if theie is a bank aheady m existence at a ceitam place, the permission of 
the Banking Board should be obtained to open a new blanch of another 
bank theie Thev giant or reject the application aftei looking mto the 
population of the place, the amount of business that could be tiansacted 
there and othei things I think that the delibeiations of this Committee 
would lead to the formation of some kind of Government body wdnch 
would do the same sort of busmess as is done m Japan at present 
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8849 Do you t hin k that this work can be transfen ed to the Reserve 
Bank vhen it comes into existence? — That is an idea which I myself 
wanted to put forward 

8850 Mr Shanmukham Chetty Do you agiee that from the point of 
view of the bon owing public the branch activity of the imperial Bank has 
been pioductive of bunging down rates of interest? — If you lent me Rs 5 
lakhs free and I lent out of it Rs 1 lakh to my inend at 1 per cent 
inteiest, it is not a matter for gratitude The Imperial Bank has got a 
laige amount of mteiest-free balances from Government and natuially they 
mil be able to bimg doun the interest late which other joint stock banks 
aie unable to do, because the lattei have to laise their deposits paying 
higher lates of inteiest than the Imperial is able to attiact 

8851 You said that there should be some sort of Government body 
which would control the opening of new blanches of banks at centres where 
theie are aheady blanches of anothei bank oi banks Supposing m a parti- 
cular locality the Board decided not to have any moie branch of a bank, 
then would you provide to ensure that the existing bank did not charge 
monopolistic lates of interest? — Theie should be a lestriciaon placed on 
the maximum mtes that banks should chaige 

8852 If theie is to be a control on the opening of new blanches at 
centres where there are already branches of other banks, you will also res- 
trict the lates at which banks should advance money? — With legaid to the 
lates chaiged by banks on advances, theie has not been much room ior 
complaint If the Imperial Bank reduced the late ot inteiest at one 
centie, the question arises whether they have l educed the rate to an 
economic late? — I welcome the opening up of new branches by banks in- 
cluding the Imperial Bank but I should think that it should be undertaken 
with caie 

8853 You are contemplating of a locality wheie there is scope only for 
one bank In that case would you empower the Board, that you are 
thinking of, to prohibit any other joint stock bank from opening a branch 
theie In such cases what control would you exercise over the existing 
bank? — When the Reserve Bank is established, it will have proper control 
over these banks and if they find that the rate chaiged by one particular 
bank is unduly high, then it will see that the local bank changes its methods 
This shou'd be done lathei by convention and tradition than by law 

8854 So youi point is that the Reserve Bank oi the Board that you 
have m mind would keep the interest rates steady ? — Yes 

8855 Chan man You seem to have been unnecessarily womed over the 
piospect of the Impeiial Bank continuing to hold Government balances, 
which accoiding to you might be an unfair advantage to the latter as against 
the otliei joint stock banks Do you not think that if a Reserve Bank is 
cieated, the bulk of Government balances would go to the Reserve Bank? — 
I do not know what the proposals m the new Reserve Bank Bill will be, 
but I know that when the last Reserve Bank Bill was introduced, there was 
a piovision m the same which provided that the Impeiial Bank "was to 
be the sole agent of the Government of India at those centres where the 
Reserve Bank had no branches and the, Impeiial Bank was to be given 
interest-free balances and also Rs 3 lakhs per branch free of mteiest In 
the Joint Committee the last clause was removed, but still they were to 
continue ceitam facilities even aftei the formation of the Reserve Bank. 
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8856 The value of the advantages would be relatively small that they 
si ould not operate to the same extent as envisaged by you ? — They will still 
-continue to hold lelatively impoitant advantages compared with othei 
joint stock banks 

8857 Dr Ilydci Would it not be bettei not to fix the maximum late of 
mteiest that could be cliaiged m any particular locality and then leave the 

i field absolutely open for other banks to compete, would it not be better 
,fco have no control over branch banking activities and thus give the freest 
possib’e fieedom to banks to establish themselves anywhere they liked, thus 
allowing the lates of mteiest to keep to then absolute minimum as a lesult 
of active and deadlv competition? — This conception of free tiade in that 
laige sense is a veiy gieat conception, but in practical walking some such 
restriction m regard to the number of blanches to be opened seems to be 
necessary 

8858 Sir Hugh Code Do you think that any restriction with regaid 
to bianch banking is at all necessary because w e have been told by seveial 
witnesses that theie should be moie and more healthy competition betw r een 
banks ? — But theie should not be unequal competition 

8859 Would -you not be m favoui of unlimited banking competition? — 
We w r ould piefei piogiess to be moie regulated and not fiee tiade m legard 
~to this 

8860 Chairman A eonciete case was brought to oui notice in which 
we were told that it was not the joint stock bank w Inch w as working at 
a centie that had to close its doors owing to competition bv the Impenai 
Bank, but the latter itself had to close its doors owung to the competition 
of the formei In this particular case the Impenai Bank brought down 
the rates of mteiest at that centie, but no soonei had it closed its bianch 
-at that paiticulai centie, the otliei existing bank leverted to its original 
higher lates 

Mi Lam on d And the people of the locality aie now clamouimg foi 
the bianch of the Imperial Bank to be leopened again 

8861 Mr Manu Sub eel ai Fiorn joui memorandum I find that you lay 
great emphasis on the need for organising banking on a scientific basis so 
that you would not allow' the frittering aw-av of national lesouices?— Yes 

8862 I put it to you, is it not m voui mmd that an ordmaiv joint 
stock bank has first to atliact its deposits after paying fairly good rate of 
interest, which funds it has to utilise m advancing loans to its customers, 
whereas the Impenai Bank is able to cut undei its feet by its being able 
to command gieatei resources like mteiest-fiee balances of Government, 
as also due to the fact that it is able to command public deposits at 
cheapei rates ov mg to the confidence it enjoys w ith the public because ot 
its connection with Government? — That is so Oui idea is that the 
Impenai Bank should be made an industrial bank 

8863 That is of course another proposition, though a novel but ideal 
one Theiefoie youi view is that m oidei to enable the Indian joint stock 
banks to thnve by then being able to laise then deposits and also make 
advances lelativelv cheaply, you wnu'd impose this regulation on banking 
on the joint stock banks including the Impenai Bank? — Yes 

8864 Therefore is it not youi idea to restnet the activities especially of 
foieign banks m opening branches at mtenor centies? — My view is that 
no new bank should be started at a centie wheie there is already a bank 
doing business, without the permission of the Board 
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8865 Chau men The point of Mi Manu Subedai seems to be this 
When theie are two joint stock banks or more operating at one centre, 
would you impose on youi banking boaid 01 the Reserve Bank the function, 
of legulatmg the rate of interest on advances? — If theie is to be legulation 
m the late of interest, it should be equally so in the case of all banks in- 
cluding foieign banks 

8860 Mi Manu Subeclar You admitted one of the impediments m the 
way of the giowth of Indian joint stock banks is the Impenal Bank which 
kasi contiol ovci the mteiest-fiee balances of Government I put it to you, 
the othei impediment is the foieign banks who aie able to attract deposits 
at lowei lates of mtciest Would you do something m then ease to restrict 
then business 9 — I think Indian banks should be allowed to grow undei 
healthy conditions 

8867 Chan man You saj that the Impeiial Bank has come m foi the 
laigesk amount of public cntieism fiom every bank, indigenous oi foieign 
Could you kmdh tell the Committee some of the points of cntieism levelled 
by the exchange banks 9 — I have certainly heard it said about exchange 
bonks that once the Reserve Bank w\as to be hi ought into existence and it 
was pioposed that the Impeiial Bank should get a light to do exchange 
business, theie was a geneial complaint that the Impeiial Bank w’lth its 
special ad\antages should be offenng unfair competition to the exchange 
banks That w ? as the kind of complaint made I do not agiee with it 
When I said that the Impeiial Bank had come in foi laigc amount of 
criticism fiom every bank indigenous oi foieign, wliat I meant was every 
shade of opinion had come soit of guevmcc against the Impeiial Bank 

8868 You do not subscnbe to these opinions oi criticisms 9 — No, I do 
not 

8869 And theiefoic those cuticisms aie criticisms which \ou have only 
heai d 9 — Yes 

8870 You *av that the Impeiial Bank of India has not lendeied any 
material assistance to the Indian joint stock banks be} ond making accom- 
modation on Government secunties at slightlv moie fa - \ouiable iates of 
mteiest and making available a few other facilities legal ding cash credit 
anangements at selected centies Would you kindly tell the Committee 
what other kinds of assistance }ou lia\e m new 9 — As I v as mentioning 
some time ago, the Impeiial Bank lias in some sense told the Indian joint 
stock banks thal they can have a loan against the Government secunties 
but not a cash eiedit auangement This was the situation about 2 years 
ago I took up the matter m my columns and the facilities that aie des- 
cribed arc exactiv the facilities which I indicated should be accoided to 
the Indian joint stock banks T suggested that aftei all Government securi- 
ties weie the best secunties If that is so and if the Impeiial Bank is the 
Government’s bank, the} should ceitaml} give advances against Govern- 
ment secunties especiallv when the Indian joint stock banks have suffered 
so much I appealed to the Impeiial to give consideiable facilities to the 
Indian joint stock banks In othei woids I wanted a cash credit system 
with a few restrictions Supposing a bank has 30 centres, m the old days 
it used to keep 2 lakhs m one centre and 2 lakhs m anothei , if they re- 
quired money they used to give to the local blanch of the Impeiial Bank 
and raise the money, supposing they had to sell the security, it had to 
distribute the security among so many blanches What I suggested was 
that securities should be kept m centres like Calcutta and Bombay and 
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ci edit should be available foi stated amounts m certain branches and that 
interest should be lowei I am glad to say, that the proposal was given 
a sympathetic consideration, by Sir Osborne Smith and m the case of a 
certain bank I know very w ell that credit was given to the extent of one 
eroie It was of considerable assistance to that bank though the late of 
mteiest chaiged could have been lowei So I say facilities given against 
Government seounties without any kind of lestnetion would be the best 
land of help which the Imperial Bank can give to the Indian ]omt stock 
banks 

8871 M' Dcvadhai Would \ ou be m favoui of the Imperial Bank 
advancing money to the eo-opeiative bank on agncultuial papei 9 — This 
question w as biought to mv notice by Mi Bam das Pantulu in connection 
with the Madras Co-opeiative Societies In fact I approached the Imperial 
Bank authorities foi a ciedit of 60 lakhs foi the Madras Bank Each branch 
of the co-operative bank was given a cash ciedit against agricultural paper 
The central banks nevei utilised the margin at all They tieated it as 
practically the cash in their till This went on foi a numbei of years with 
th 3 result that while the Imperial Bank has been giving this facility, no 
advantage has been taken of it On the othei hand the liquidity of the 
banks concerned has been leduced because this was the only liquid lesource 
they maintained 

8872 At piesent the Impenal Bank cannot advance money for a period 
of more than 6 months foi reasons of their own Supposing the Imperial 
Bank lecognises the papei, w'ould it not be necessary or wuuld it not be 
advantageous to have longer credits from them? — In piactiee it has been 
longer ci edits, in theory they say it is for 6 months, but m actual piactiee 
automatically they have been renewed after 6 months 

8873 But w'ould vou not agiee to long credits being granted by the 
Impenal Bank? — It all depends on wdiat the Impenal Bank is going to be 
If it is going to be a commeicial bank, it would do well to confine itself 
to a period of 6 months or one yeai 

Mi Lamoncl The mteiest anangement world be for one year and the 
loan is not one yeai 

8874 Sir Pm slwiamda^ Tliahmda <s Not all the loans are subject to 
lenew'al 9 — In tbeoiv it is a short loan but when the account is regular, it 
is automatically kept up 

8877 Chan wan Because at the end of 6 months the Imperial Bank 
is given an oppoi tunity to assess the financial position of its borrowei 9 — • 
On the whole it never commits itself to the numbei of months, because it 
becomes liable to stamp duty 

8876 You suggest that the Government and this Committee should give 
their first and foremost attention to the revival of activity and hope, and 
to the enlaigement of the scope and profits, of such of the Indian joint 
stock banks as have come to stand out as examples of the capacity and 
skill of Indians to start and run indigenous institutions on lines of modern 
banking Could you kindly summarise foi this Committee m broad and 
general terms the directions m which action should be taken to carry out 
your suggestion 9 — First of all any one who has been carefully studying the 
attitude of Government towards banks m this country can come only to 
one conclusion, namley, that the Government have been most criminally 
callous of itheir duties in. regard to banks I am using very strong words 
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about then duties towards banks It was Su Basil Blackett who for the 
■first time spoke at all about banks, since then the Boseive Bank controversy 
and this Committee have kept the Finance Member m touch with the bank' 
ing conditions and it is yet a pioblem how iar they aie going to translate 
these into concrete proposals It is this initiative m their attitude W'hich 
■is the most essential thing Then own financial pioblems, or their own 
eunency policy cannot lemam sound unless the banking system of the 
country is sound The link between the banking system and the Govern- 
ment finance is the most important thing m my opinion Secondly, it is 
essential than such recommendations as this Committee would be making — 
which I am suie would be not meiely the cieaiion of moic banks but the 
creation of a system which is an integrated whole — me nol shelved by the 
Government, as is usually the case, and that they do take immediate 
action Thirdly, I would emphasise the creation of the Reserve Bank, 
though peihaps it is beyond the terms of lefeience to this Committee 

8S77 Mi Slianmulham Chcliy Not at all — 1 am glad to leant 
that I would like the Government to make a condition m the lleseive 
Bank Bill tint the Beseivc Bnnk should keep what I may call an 
appioved list of banks and any bank on the approved list including the 
Imperial Bank opening a new branch, after the Reserve Bank Act comes 
into foice, should be given eithei a kind of interest-free balance or of half 
the cost involved m the management of that branch, sav, foi 3 or 5 yeais, 
I want some loken on the part of Government which will enable the Indian 
banks to claim that they have the confidence and the association of Govern- 
ment I would also suggest that the Government of India should, in tho&e 
places whoie anv of f lie appioved banks has got a branch, offer the treasury 
work to be done by that bank The Imperial Bank should normally be the 
agents of the Cover nmenl of India but not the sole agents This under- 
taking of the treasury work would not be a piofit to the bank but is cal- 
culated to give them an added political picstige m the mes of the public 
These aie mv suggestions under this heading 

8878 Chaiiman You icfei to the great and unique opportunity and 
the heavy responsibility of the Impeiml jBnnk of India which should deem 
it both a duty and privilege to be able to produce lire men who could play 
no mean part m the creation and growth of Indian Banking Autonomy 
As i cu are aware the Imperial Bnnk has at present a scheme for the train- 
mg of Indian assistants These assistants are, however, trained for em- 
ployment rn the Imperial Bank and to an increasing extenl assistants trained 
m the Bank undei this scheme are promoted to ihe lank of staff olhceis 
The scheme is thus restricted to providing the Impenal Bank with adequate 
and trained personnel Is it your intention that in addition to making 
provision for its own requirements, the Imperial Bank should also tiam 
men foi satisfying the gi owing needs of othoi banks m the countiv? — 
Certainly the Impenal Bank cannot be expected to do that woik foi other 
banks, I never suggested anything of that kind If they have a good num- 
bei of tiamed men, with the quick development, of banking, these assistants 
wdro have been framed in the bank would be commanding a good premium 
from banks in senich of capable assistants and if these assistants could be 
offered better prospects bv r one of the new' banks that aie to be stalled, 
they should be fiee to leave the Imperial Bank to join those institutions 
Nothing should pievent them from doing it There is nothing wiong in it 

8879 You lefer to the large resources and the ample facilities enjoved 
b\ the exchange banks and the liberal ciedit facilities wdneh they extend. 
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Could you kindly tell the Committee whether you aie satisfied with the 
facilities now provided by the exchange banks? — I think so far as the 
financing of the foreign trade is concerned, the facilities that are made 
available by exchange banks are quite adequate and satisfactory 

8880 Have you heaid of any complaints of racial disci lmmation on the 
part of the exchange banks m the mattei of granting facilities to people 
engaged in the foreign trade of India? — I have heaid such complaints, but 
I know of many instances m which Indian firms have received very liberal 
treatment from exchange banks and I would not associate myself with those 
complaints 

8881 You feel that those complaints are not justified? — Yes 

8882 In connection with the position of the exchange banks in India 
you refer to the glowing feeling m the country that Indian institutions 
should be able to take then piopei place m this field of banking and that 
it is the duty of the Government to create conditions which would facilitate 
such a desuable change Could you kindly indicate to the Committee 
what practical steps you would advise Government to take with this end 
m view? In solving the pioblem of exchange banks versus Indian banks, 
you suggest that the example of otbei countries should be taken as a guide 
and that, m addition m the case of India, the history of the past should aiso 
receive due weight Would you kindly explain what points m this history 
you are specially lefeirmg to? — If I may do so I want to lead this passage 
which appeals m my Banking Enquiry Numbei “Quite apart from ques- 
tions of discrimination m finance, the exchange banks will have to be 
judged by their contribution to the growth of banking m India and their 
attitude to the bioadei questions of the currency and exchange policy of 
the Government The exchange banks entered the field of banking in 
India long befoie indigenous joint-stock banks weie thought of, and they 
have tluoughout sought to maintain the foreign charactei of their organisa- 
tion and management One of the exchange banks was ongmally started 
m India as a lupee concern, but, later, m its careei, it has got itself 
registered m London and discarded its Indian mcorpoiation Eoi a long 
period of yeais, exchange banks have had a practical monopoly of deposit 
banking m India, and aided by the cheap money they could command in 
England, they were able to make large profits and build up the large re- 
serves that have given them then present impregnable position At pre- 
sent, they have a piactical monopoly of foieign exchange business They 
opposed the proposal for amendment of the Imperial Bank of India Act 
so as to permit the Imperial to participate m this branch of banking 
activity, as they felt that m its pnvileged position, it will have an undue 
and unfair advantage They have not been, on the whole, particularly 
friendly to Indian joint-stock banks The -personnel of then management 
is foreign, and no Indian is ever given a chance of joining their superior 
staff to learn foreign exchange banking Looked at fiom this point of view, 
exchange banks while they have played all along an important and useful 
part m the provision of banking amenities, have contributed little or nothing 
to the growth of banking m India ” That expresses our complete opinion 
m regard to what the exchange banks have done so far and what they have 
failed to do That they have provided banking amenities and amenities 
on a fairly adequate scale for foreign trade, theie can be no doubt But 
they have so far not taken one single Indian and initiated him into the 
mysteries of higher banking so that if Indians to-dav want to start exchange 
-hanks, they will not be successful because there is no trained man for this 
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kmd of business I complained against the manner m which they have 
shut out Indians from appointment to the higkei staffs When I sail 
that “the example of other countries should be taken as a guide and that, 
m addition, m the case of India, the histoiy of the past should also receive 
due weight ” I meant that they have been there so many years, they have 
provided banking amenities, they have contributed a certain amount of good 
to the economic giowth of this country and we should recognise that fact 
when we think of the future position of exchange banks m India, but at 
the same time we find that they have not done much to help Indians to 
get the capacity for staitmg exchange banks of their own and that they 
have preserved the foreign exchange business entirely for themselves As 
to how exactly the non-national bank of such a land should be a'lowed to 
continue business m India is to be judged by the practice prevailing m 
other countnes There, when w e study the banking law we find that them 
is nothing like uniform practice, ceitam countries have got restrictions while 
otheis have none What aie the facilities that Indian banks should have 
as against non-national banks m the light of the experience of other 
countries? — It is a question which wall have to be carefully gone into 1 
am of the view that the banking board which I have suggested should have 
the powei to issue licenses to all banks doing business m India No bank 
should be able to do business without the license There are two or three 
considerations which should be taken into consideration One is what 
treatment an Indian bank would leceive fiom the country of origin of the 
foreign banks, reciprocal treatment should be piovided for in the conditions 
of license Secondly, just a& the Bntish Board of Trade has provided that 
a minimum numbei of appointments should be given to Bntishers, so 
should exchange banks be pledged to employ so much percentage of Indians 
rn their liighei staff It is no use having meiely baboos or clerks It is 
necessary we should create a personnel among the higher staff Thirdly, 
there should be some restrictions on the kind of business they do, they do 
now deposit and foreign exchange business, they have also begun to do a 
little bit of local business 01 internal tiade They should certainly confine 
themselves only to foreign business and wdiethei this should be carried out 
by investment through their blanches at poits or wlietliei they should be 
permitted to have branches m the up-countiy centres, w a matter which 
lias to be gone into carefully It should ceitamly be necessary to make 
them confine then activities to transactions arising from foreign tiade 

8883 Sir Purshotamdas Thakurdas Which means that by the terms of 
the license \ou would pi event them fiom doing internal trade business? — 
Yes 

8884 Chairman I should like to know whether these aie the steps 
which you had m view when you stated m your memorandum that it was 
the duty of the Government to create conditions which w-ould facili- 
tate a desirable change Are these the only steps you had m view? — This 
is a question which has troubled me a lot I have not been able' to arrive 
at definite or categorical conclusions on this question I could not say that 
these conclusions were in my mind at the time I wrote this passage 
What I have mentioned to-day is simply something which I consider to be 
worthy of consideration by this Committee, but I do' suggest that some 
action on these lines is essential 

8885 You refer to a long tale of woe which the Indian joint stock banka 
have to narrate of their present plight and you refer briefly to the extrem’e 
depression m Indian trade, commerce and industry during the last four 
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■years and: the devastating depreciation in properties, etci 'Would you kindly 
tell the Committee how far each of these evils is remediable and what in 
your opinion is the proper remedy for it? — I could divide the depreciation 

that has taken place in the properties under the following. heads : — 

' *>- , 1 

Depreciation in' regard to stocks and shares. 

Depreciation in regard to commodities. 

Depreciation in regard to house and other landed property, and 
Depreciation in regard to Government securities. 

I think these would cover the securities which will be accepted by a bank. 
As regards stocks and shares, I think nothing could be done by the Govern- 
ment or by any other authority. As regards depreciation of commodities 
on the whole the advances against commodities in general are seasonal and 
they do not affect the intrinsic position of banks. In regard to depreciation 
of properties on the whole most of the soundly-managed concerns have 
always put a strict limit on the sums advanced against properties ; although 
the security has gone down in value, there is nothing that could be done 
at the moment. Great anxiety is, however, caused with regard to Govern- 
ment securities. For instance, m the latest balance-sheet of the Imperial 
Bank, they had to write-off nearly 10 lakhs on account of Government 
securities. 

8886. What was the total value of the holdings? — 32 crores at the. 
balance sheet time, of which 12 crores might be in treasury bills. 

8887. Taking the Government security on the whole it is 10 lakhs out 

of :32 crores? — Yes. Other banks should have lost even more, since they 
are not so well posted in advance of what is going to happen. The Imperial 
Bank may know Government’s intentions regarding new loans and other 
activities of Government. About this depreciation in Government securities 
I want to make a suggestion. After all, so far as the Indian banks are 
concerned, they hold these securities as a liquid investment. They do not 
hold them for the purpose of jobbing with those securities. They keep those 
securities with them and if they need money, they take them to the 
Imperial Bank and borrow money. The point I wish to make is that securi- 
ties are held purely for investment purposes as a liquid reserve. If it is 
so, I should like to know why the banks should be obliged to provide full 
•depreciation in regard to securities which they are likely to hold till the date 
of redemption. Decently a heavy land slide has occurred in Goverment 
-securities. I wish to suggest that provision should be made that in regard to 
the gilt-edged investments of Indian joint stock banks, instead of providing 
all the depreciation that has occurred, a round figure of 11 per cent, on the 
total gross value of the security must be provided. This is the scheme which, 
I may mention, I discussed with the Finance Member and he suggested 
that , instead of its being 11 per cent., it would be a certain percentage 
according to tho number of years or according to the maturity of the loans.- 
If it matures iu 10 years, it may be one per cent. If it matures in 10 to 
20 years, 1J per cent,; between 20 to 30 years, 2 per cent. In regard to 
Government securities unless a thing like this is done, it is found that the 
profits of the banks are small and that they are not able to declare the 
same old dividend and as a consequence there is suspicion in the minds of 
the depositors; , ; 

8888; Sir Hugh Cocke: May I ask whether the rate you have suggested 
is the rate per annum? — No, they are in lump. 
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8889. Mr. Shanmukham Che tty: That 3£ or 2 per cent, may be spread.' 
over the remaining period of maturity. — No, straight off let it be provided 
in the next year s balance sh^et. 

8890. And afterwards you need not provide on Government securities at 
all?— No. 

8891 Bo you not think it would take, away a big lump from the pro- 
fits? — What they are now providing is very much more in each half-yearly 
balance sheet. 3J per cent, has come down from Rs. 79 to 64, i.c., 15'. 
per cent, in 4 years, that means 4 per cent, for a year and 2 per cent, for a 
half-year. 1944-55 has come to Rs. 100. 

8892. Sir Purshotamdas Thakurdas : If I suggested one further point, it 
might help to clear up the matter. You cannot appreciate securities even 
though you may have 10 per cent, appreciation? — Absolutely. 

8893. Therefore if there is an- appreciation of any kind, you cannot utilise 
it. Per contra, if there is a depreciation you need not provide more than 1$ 
per cent, in a year? — Not in a year. 

8894. Suppose a bank holds 1944-55 paper and bought it at 105, which 
is the prevailing rate. The security to-day stands at 99. In 1945-55 it will 
be repaid at par. How is the bank to write-off the 5 per cent, except by 
providing for 11 per cent, before 1945-55 for three years? Or, would you. 
tike the deficit to be written-off in the last year of repayment? — Straight 
off as soon as the law comes into force, provision on these lines will start. 

8895. 11 per cent, for only one year would show a deficit at the time 
of maturity? — Once for all create a reserve of that kind and allocate no* 
more for depreciation. 

8896. Supposing a bank holds one crore of 1945-55 paper which they 
bought at 105, the market rate of which is 99, there is a deficit of 6 lakhs. 
In any case on the day of payment there will be a deficit of 5 lakhs. 
According to your scheme they need only write-off 11 lakhs once between 
now and 1945? — You have chosen a scrip that was at a premium. 

8897. A scrip like that also has to be dealt with? — An exception will, 
have to be made in the case of scrips that stand at a figure higher than the 
repayment price. Take 4.^ per cent., 1955-60, or 5 per cent. 1939-44. All 
these are at a discount as edmpared with the price at which they are re- 
deemable on the due dates. In their cases there is really profit on the date 
of payment except 1945-55 and some of the 6 per cent, bonds of which one* 
or two years have to run; all the other securities now stand at below the 
redemption value. So you have really chosen the most difficult one. 

8898. If you deal with that adequately, then the others do not matter. 
Regarding that, you agree that a different provision will have to be made. 
Where securities are bought by the bank at a premium over the then value, 
a different provision wall have to be made? — Then we should provide such 
figures as would bring it to par before the date of payment. 

8899. Mr. Shanmukham Chetty : So you will have different schemes of 
a depreciation fund, for loans for which the bank paid at par, then for loans 
for which the bank paid at a discount and for loans which the 'bank pm- 
chased at a price higher than the redemption price; you would have three- 
different kinds of depreciation? — It is on the basis of the number of years- 
it has' to run. 



8900. But then these three different kinds of paper must be dealt with 
^differently under diffeient rules; what you said was for paper for which the 
bank paid at par, 14 or 2 per cent, depreciation? — For which the bank 
acquired at a discount or at par. It means the same. 

8901. ffhen for loans which the bank purchased at a price higher than 
the redemption price, it must provide a fund equivalent to 1-4 or 2 per cent, 
as the case may be, plus the premium that they paid?— Yes". 

8902. Mr. Maim Subedar : Why do you want a higher rate in the case 
of 30 years redemption . » — This proposal has received fairly favourable 
consideration from Sir George Schuster. 

8903. Chairman- : Unless you have the authority of Sir George Schuster 
to make that statement before the Com'mittee, the Committee can only 
consider it as your proposal It is my proposal; he has not said that he 
would accept it. It is a subject wliich I have discussed with him and which 
I think is very important in view of the difficult situation which Indian 
banks are passing through. I would, like to read out to you this portion of 
my statement : — 

‘'But, even so, the extreme depression through which Indian trade, 
commerce and industry have been passing in the last four 
years; the devastating depreciation which has occurred in pro- 
perties: the impaired economic vitality all round; the conse- 
quent increase in the number of frozen or ‘doubtful’ advances; 
the difficulties, expenses, worry and losses connected with 
their recovery; the paucity of business; the keener competi- 
tion; the unavoidably of making large investments in gilt- 
edge, both because of lack of other suitable or realiable in- 
vestments and because of the need of keeping as liquid a posi- 
tion as possible, in view of the difficulties of the general 
financial situation; the earlier frenzied uprise in gilt-edge, 
leading to still more diversion of funds in gilt-edge; the sharp 
and sleep decline hr the values of government securities ever 
since the latter half of 1926; the resultant need for making 
large and larger provisions for such depreciation the reduction 
in the amounts available for dividend distribution; the reper- 
cussions, in regard to deposits, of the lower dividends; the 
growing uncertainty as to the present and apprehensions as to 
the future, as a result of shrinkage in deposits, in the scope 
for outlay of funds, and in marg'ns of profits — such is, in 
brief, the tale of woe which the Indian joint stock banks, 
barring a few — a very few— exceptions, have to narrate of 
their present plight.” 

8904. It is really that description to which I referred at the beginning 
of my question Am I to understand that the solution wh’ch you propose 
to remedv this state of affairs is this scheme of yours regarding charging 
of depreciation on gilt-edged securities and that you have no other proposal 
to make in that connection? — -There is no other that can be made. 

8905. As it is, the tale as it stands, is a very gloomy one?— Yes. 

8906. Sir Turshotamcias Thakurdas : There are others which can not be- 
rpmedied even according to, you? Yes. 
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8907. Chairman : Your scheme for writing-off depreciation in 'Govern- 
ment securities can only apply in the case of terminable -securities? — Yes, 

1 would add to that securities whose cost price is below the redemption 
price. 

Mr. Khaitan : You said below or at par. 

8908. Sir Purshotamdas Thahurdas : It would not apply to 3 per cent. 
Government paper? — No. It would not apply to 1945-55, because a fur- 
ther provision will have to be made for that paper. In fact my scheme 
would not apply to non-terminable loans and loans whose cost price is above- 
the redemption price. 

8909. Mr. Khaitan: It will apply to securities bought at a premium sub- 
ject to providing the amount of premium? — Yes, there should be amortisa- 
tion of the premium. 

8910. Chairman : I think, in answer to a previous question you said that 
owing to depreciation all round, at the present moment, joint stock banks 
have to invest more largely in these gilt-edged securities than they need 
otherwise have done. Supposing depreciation passes away (and I hope it 
will pass away at any rate some day) and then the joint stock banks want 
to sell what they had invested so far in gilt-edged securities or the typo 
you are referring to, i.e., terminable ones, and to invest the money in ordi- 
nary commercial business or in an industrial concern which many of the 
Indian joint stock banks do not hesitate to do, what would happen? — .The 
loss referring to the portion realised in that year would be debitable to ll-e 
current revenue. 

8911. And to that extent the revenues of that year may have to bear a 
larger loss? — As you presuppose that trade would be livelier, banks can 
invest on a better scale; they can afford to bear that loss a little bit moro 
cheerfully. Now when trade is bad, they could not make profit, yet they 
have to put up such heavy depreciation. 

8912. Are you aware of any similar provision in any other country in 
regard to writing-off depreciation? — I am not aware of any. As a matter 
of fact, this scheme was my own so far as I am aware. 1 have not read 
of a similar thing anywhere, nor have I known of a thing like that to exist. 

8913. Conditions which prevail in India at the present day are also 
prevalent in many other countries, that is conditions in regard to depre- 
ciation of Government securities which faces India at the present day also- 
exist in many other countries. But in no other country, so far as you 
know, have they attempted any such scheme of writing-off the deprecia- 
tion? — -There has been no country in which gilt-edged securities have 
dropped to the extent they have dropped in India. There is no other kind! 
of liquid security available to them here. In other countries there are 
many lands of securities available ; there is the discount market and re- 
discount facilities, because the banking system is more efficient. Here in 
India, on the other hand, it is not developed. The only recourse that 
Indian banks can have by way of liquid investment is Government securities 
and yet they have to write-off a good portion. It is a peculiar circumstances 
in India. 

8914. As regards your second point, I think you told us that the position 
will improve when the Reserve Bank is brought into existence and it was 
the vital reason you gave for the early establishment 'of a Reserve Bank 
in India, When that is done and a joint stock bank will have in its port- 
folio a larger volume of bills and a smaller volume of Gover nent securi- 
ties, would that in itself not make a solution of the present difficulty ? — To 
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take the most optimistic view about it, it would be another two or three 
years before the Reserve Bank is started and the position in regard to 
Indian banks does not allow of much delay. 

®915- _ Purshotamda3 Thalcurdas : You recommend this in order that 
bank dividends may not fluctuate in such a manner as at the present Junc- 
ture or m similar circumstances as may affect the credit of banks. That 
is the motive for a recommendation of this idea which has no parallel in 
other countries ? — Yes. 

8916. You later on refer to shrinkage owing to dividends. I t hink it 

would be fair to say that the general confidence of the Indian public in 
that bank would suffer if you leave any loop-hole behind in your balance 
sheet. . Do you not think that the public will say that although the bank 
has paid a dividend, there is 5 or 10 lakhs to be made up in securities at 
the end of 5, 10, or 20 years accoi'ding to the currency of the security? — 
As a matter of fact, at the time of redemption vou are going to make a 
profit. " ° 

8917. The bank holds a paper between 15 and 20 years. According to 
your scheme a provision of only li per cent, need be made. It may still 

- show a deficit of 20 lakhs in those deposits at to-day’s market rate. A 
depositor looking at the balance sheet (and I presume you would require 
the auditor to certify the balance sheet) would say “securities at purchase 
price and nothing else” ? — We are not to add, as we now add, the market 
prices. 

8918. An inquisitive shareholder will enquire what the purchase price 
is and he would be entitled to the information? — He would not be entitled 
to the information. Suppose I put a question at a bank-meeting, they are 
not bound to supply the information. 

8919. But at a bank-meeting to-day you are entitled to ask whether the 
securities are at market value? — But they would not be entitled. 

8920. Would that not by itself make the public very suspicious? — On 
the whole that we expect the average depositor to understand the mysteries 
of a balance sheet to that extent is giving him too much credit. The divi- 
dend is reduced and that is the only factor which is easily indicated by 
word of mouth from person to person, but the elucidation of the mysteries 
of a balance sheet is beyond his ken. It is the lesser evil of two alternative 
evils. 

8921. Reducing dividends straight off, for a limited period of years, 
owing to the exceptional circumstances which prevail in India to-day, is 
the greater evil of the two? — Yes. 

8922. How would you expect, for instance, the Chairman of the Assoeia- 
tion of Exchange Banks or the manager of a competing bank, to consider 
a balance sheet of this nature?— On the whole, Indian banks do not do 
much dealings with exchange banks now. 

8923. But you are more hopeful about the future?— I am very anxious 
to create more cordiality. Why there is not that cordiality, that give and 
take between exchange banks and Indian banks even on the existing balance 
sheets is because there is a suspicion against Indian banks. When it is 
understood that these are only investment securities, these are bonds to be 
redeemed at par and the worst happening, there is already a Provision, that 
’ should be enough to inspire confidence in a bank. They also know that 

there are troubles beyond the control of any banker. 



8924. In a word, my question is where you find foreign non-Indian b ank s 
writing down the securities, whether they are in India or elsewhere, and 
Indian banks having a hollow behind them for a limited period of years, 
you do not think that the prestige of the Indian bank will suffer more in 
the eyes of the depositor than by reducing the dividend by 1 or 2 per cent. 

temporarily and making a clean breast of it and saying we are still solvent? 

I wish our public can understand that straight and frank talk. They do 
not. 

8925. As you see the public, you would rather resort to this than the 
other? — I have had this point before me by one or two prominent meu 
connected with Indian banks. 

8926. Chairman: That is, the depositor would nob understand that 
owing to depreciation about which he has definite information there has 
been a reduction in the rate of dividend; on the other hand, he would appre- 
ciate the other position which will absolutely keep him in the dark about 
the true position of the bank. That is your view ? — I do not say that it is 
any misrepresentation of the true position of the bank. 

8927. The authorities responsible for legislating in the matter will take 
It up; they are sure to look at it from that aspect of view, i.e., if it is proper 
simply to say there is a loss of 1 or 2 per cent, when the person who is 
-entitled to the dividend knows from what he sees round him every day 
that there ought to be a shrinkage in the dividend. Instead of making him 
suffer a reduction in the dividend, would it be better to have a picture which 
will not be intelligible to him and which would, as a matter of fact, be 
hidden away from him? Do you think it would be reasonable to ask the 
legislative authority of the country to undertake a legisaltion of that sort? 
— Quite. 

8928. Sir Purshotamdas Thakurdas : Talking about the temperament at 
the Indian, I take it you are also aware that dame rumour plays a lot of 
mischief with the depositor and where correct information is not available 
in the balance sheet, an antagonistic banker or 'broker or depositor or 
director may do the rest of the mischief by making things look worse than 
they really are. I only wanted to mention it for your consideration. 

8929. Chairman : According to your scheme if any shareholder at this 
stage wants to know what the correct position is, he will be told definitely 
that under the modified law the management of the bank are not bound to 
disclose the position to him and therefore the position will not be disclosed 
to him. If that comes on the top of the dame rumour to which my colleague 
referred, do you think that the position of that bank will or wall not suffer? — 
As I said, taking the very worst view of the position, my proposal is the 
lesser evil of two alternative evils. 

8930. When times change and one of these banks wants to invest a 
'portion of the money held in Government securities in, say, some form of 
industrial concern, would you say at this stage that the bank must write-off 
the full depreciation which means the difference between the cost price and 
the sale price on the particular lot? — It must in that very year. 

8931. Will not that in itself militate against any initiative on the part 
of that joint stock company to make .more money available for, say, an 
industrial concern, because the managers know that they will have imme- 
diately to write down a certain sum of money, and to that extent it will 
reduce the profits of the bank. Money invested in an industrial concern 
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•will of course take some lime to bring its return, but it is owing to depre- 
ciation, as you yourself say, that banks are reluctant to increase their 
investments of this class and therefore they are putting more money in 
Government securities. When times improve and when the management 
of that bank finds that it would be safe for it to sell some of these Govern- 
ment securities and invest the money in an industrial concern, which pro- 
bably after 3 or 4 years would bring to it an adequate return or more than 
an adequate return, would this particular suggestion of yours not make the 
management feel more shy about the matter? — Firstly, when a bank gets 
•more and more investments, the usual custom is that a bank is not to sell 
•securities so much as to borrow money on the securities ; as a matter of fact 
very little of the securities can be sold. If a bank holds 5 crores of Govern- 
ment securities the fluctuation in the total will not be more than that. 
Whatever loss imight occur on a lot like that can easily be shown in a 
particular balance sheet. Instead of providing for depreciation in the total 
lot, providing for depreciation only on a small portion should be a com- 
paratively easy matter. Secondly, you mentioned that when a bank invests 
money in industries, they may not get the income immediately. After all, 
bank is not going to invest in shares. A bank, when it gives money to 
industries gives it as loans, realising its interest month by month or half- 
yearly, so that the question of their having to wait for the profits of their 
investments on industrial propositions does not arise. 

8932. But still the money which they get by way of interest on the loan 
they make may not in that particular year make up for the amount they 
may have to write-off on that particular amount of Government securities? — 
A situation like that is very unlikely to occur to-day. Half-year by half- 
year they write-off the depreciation that has taken place in the six months 
on the entire lot. Then they will have to write-off only on a small lot and 
"there is the general reserve against gilt-edged securities. per cent, is 
.already provided for and I do not 'think the contingency you are anticipating 
will occur. It ought to be compensated by the increased profit they must 
'be making as a result of the livelier trade which is the condition which 
would necessitate their realising the securities in order to divert it to in- 
dustrial investments. 

8933. Chairman : Do I gather you to say that when the bank goes to the 
Imperial Bank for a loan on these gilt-edged securities it must at that stage 
•also write down the securities to the market value? — Not when they take 
a loan but only when they sell. 

8934. When they take a loan the party can only give it on the basis of 
"the market value of the securities and not on the value against which the 
banks hold them in their stocks? — There is a maigin generally of 5 to 10 
per cent., and it is not strictly adhered to. 

8935. Sir Purshotamdas Thakurdas : The point which the Chairman 
wanted to bring out was at what rate that bank holding such securities will 

■-be able to borrow and your reply to the Chairman is that no bank would 
lend on anything else than at the market rate with a margin? — That is so, 
but so far as the balance sheet is concerned this question does not arise. 

8936. Chairman : You say that a great deal of the future prospects of 
Indian Banking will depend upon the ability of the Indian banks to assimi- 
late the virtues of modem European banking and of age-old indigenous 
banking find to reject the vices of either. The Committee^ would be very 
^grateful if you would expand your ideas a little more fully and indicate the 
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points on which you want to lay special emphasis? — In regard to- what 
Indian banks may profitably learn from western institutions, I would deal 
with these first. Firstly, greater efficiency, thoroughness! and greater atten- 
tion paid to the training of staff. These are some of the points regarding 
which Indian banks should pay special attention. Quickness of work and' 
promptness in attending to enquiries, these are also things to be consi- 
dered. I do not say they are not doing so 'now but there is certainly a 
difference in the tone. If you take a cheque to an Indian bank, they take 
an horn- and a half and then you would get cash Now there are hanky 
which have put up notices something like this — ‘-‘if you take more than 5 
minutes to get your cheque cashed, please report to the agent”. Probably 
training of staff, making them more alert and courteous to the clients, these 
are matters on which the Indian banks can very well learn from the western 
banks. 

8937. Sir Purshotamdas Thakurdas : In one word, it is internal discip- 
line? — Yes. In regard to economic management our Indian banks have 
proved that they can manage their concerns very cheaply. The Punjab 
banks have got a large number of branches and still they are managing 
their institutions very economically. In this connection I think of the 
Postal Department. There have been very few cases of defalcation in 
spite of the fact that huge sums of money pass through post offices and 
these postal authorities are not highly-paid men. It should be possible to 
man our banks also cheaper and make them well spread, as the postal 
system is. I want the cost to be kept under and the efficiency kept at a 
high level all the sa'me. 

8938. Chairman: I feel gratified at your remarks on the working of the 
Indian Postal Department in which I have taken a great interest, but lee 
me tell you that you are a little out of date. I had to raise the pay of 
these people to what I considered adequate to the present conditions in 
India although I must still admit that they are not getting their due; but 
that is another matter? — I quoted the instance of the Postal Department - - 
only to show that the handling of ’money can be made with very great safety, 
by comparatively poor paid people as well. 

8939. You deplore the lack of espirit de corps among Indian banks. 
Could you suggest any remedy for this state of affairs? — You cannot com- 
pel them to behave better with each other. There is jealousy amongst 
them because they are all weak and I think that when they become powerful 1 
banks,' they will all become friends. 

8940. Here is the scope for you? — As a matter of fact, I think I cam 
claim this privilege of having brought together 'for the first time all the 
heads of the Indian banks in Bombay and also in Calcutta together. I 
have also done my very best to bring the Indian banks and the exchange 
banka together. After all, I am an outsider except for my personal relations 
with the bankers. With the development in banicing and with the good 
offices of persons who have got the interests of banking at heart, the solu- 
tion to this problein must come though it is a very slow and difficult pro- 
cess. 

8941. What I was trying to suggest to you was, is it not possible for - 
your paper to do a certain amount of continued propaganda in this respect . • 
I am doing that now. 

8942. You make a suggestion regarding the issue of gold certificates^. 
You say that any one depositing Es. 80 worth of gold may be entitled to 
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Es. 100 worth of ;gold at the end of five years. This would work out at am 
interest of 41 per cent. Do you think that this is an attractive yield to- 
encourage people who hold gold stocks in small - 'n* big quantities to deposit 
it with Government? — I find there are a few questions oh gold certificates. 

I would like to make a preliminary observation. When I developed this 
idea of gold certificates, .it was with considerable hesitation. I have pub 
forward this proposal more as one worthy of careful consideration than as- 
one which is practicable or may be practicable even at a distant date. The- 
answers that I can give on this question are those mostly based on senti- 
ment and psychology. We are dealing with facts which we cannot get but 
which we can only surmise out of experience. 

8943. I want to make an observation on your preliminary remarks. Let 
' me assure you that every one of your suggestions will receive the most 
careful consideration on our part. I certainly feel that the object under- 
lying them is good and has been made in the interests of the country and 
the spirit in which I am asking you these questions is not one of hostile- 
criticism. I am simply trying to get more detailed views from you?— My 
preliminary remark was made merely to indicate that in developing a scheme 
like that I had not the facility to ‘make it a complete scheme. 

'8944. You have simply given certain figures in dealing with this point 
by way of illustration? — That is so. 

8945. You say that by your scheme of gold certificates whether or not 
the innumerable individual small hoards would bo appreciably affected by 
the scheme, the hoards of medium and bigger sizes would assuredly contri- 
bute a large amount of gold to the reserves. ■ Would you kindly tell the 
Committee whether you have any facts and figures to show the volume and 
size of these hoards that you are referring to? — There are several Maharajas, 
Eajahs and Mutts as also several of these Gujarathi ladies who keep a 
lot of gold sovereigns. The tendency to purchase sovereigns is great. 
When I was in Lahore I was trying to get figures about the import of gold' 
into the Punjab by rail. Punjab has been a great hoarder of gold due to 
the economic development there. There is a lot of free gold in the sovereign 
form especially in the Bombay presidency and the Punjab. You will find* 
.lot of gold in the shape of ornaments in South India. Whether much of 
these gold would come into the scheme it is difficult to say, but generally 
speaking, I think a good portion of the gold now with the Indian States 

- and the Mutts would certainly come into this scheme. If they are assured 
they will get back their gold any time they want and would also get interest, 
then I think the gold will come in. It may also be possible to get a good" 
portion of the gold from Punjab and Bombay into this scheme of gold certi- 
ficates. About these ornaments it will be very difficult to assess their 
value. So the problem connected with the acceptance of gold would pre- 
sent difficulties except at centres where there are conveniences for valuing 
them. Therefore the Imperial Bank or the Government treasuries in the 
bigger towns could possibly be able to value gold at those centres. 

8946. We will separate the question into two parts (1) gold in the form 
of sovereigns and (2) gold in the fotfm of ornaments. Now in regard to gold' 
not in the form of ornaments you are largely counting on the amounts held 
pn the Indian States, religious institutions and also to some extent from- 
peoule in Gujarat' and the Punjab. • I suppose you have not had any oppor- 
tunity of estimating even roughly what that amount would come to? — I 
; would put the figure with the ruling .chiefs at about 40 erores and I would 

put the free gold in the Punjab and Bombay at about 30 erores. 
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8947. Would it be possible for you to give in any broad outlines the 
basis of these estimates? — I put a certain figure for the Nizam, another 
figure for the Nepal and these I had occasion to know something about 
because at the time when gold went up to Rs. 23 I was consulted whether 
gold could be sold. I know the Maharajah of Durbanga has still got a very 
large quantity of gold. Considering all these I put 40 crores as the amount 
that would come in that way. As the Nizam year after year is investing 
his hoarded cash in Government securities, in the same way he will also 
invest his gold on these gold certificates. 

8948. I will now pursue your point in the case of the gold ornaments. 
I think you have now said that you would restrict your proposal. That is 
you do not want to bring in rural areas but would confine only to certain 
principal centres. Let us assume that one of your centres is Amritsar. 
Now iadies come in and deliver their gold ornaments and 1 think you told 
me that 'many of these possess surplus ornaments and if they deposit these 
'Ornaments it must be retained in the currency reserve or in the treasuries 
as ornaments and you agree it cannot be melted into gold? — I think it 
should be kept as ornaments themselves, but there are difficulties there 
also. 

8949. Therefore it will have to be kept at Amritsar itself because a lady 
-may have to attend a ceremonial function and if you had moved her orna- 
ments to Lahore it means you cannot produce the ornaments because these 
will have to be kept on demand or in safe custody. Do you think, while 
I fully appreciate the general desire, this would really be possible? — I want 
to show a parallel in the currency reserve to-day. Our currency reserves 
are all spread out in the different areas of the country. With regard to the 
silver rupees we may have some at Amritsar, some at Agra, some at LyaU- 
pore and so on. They are all not stored at one place. Why not consider, 
-therefore, your gold reserve is also placed at different centres? 

8950. Here the difficulty is you will have to keop these ornaments in 
safe deposit. Supposing the ornaments were mixed up, the lady would 
not even give you even a day's notice. She comes up and says, I want hay 
ornaments this evening. Then what is going to happen? — There should be 
no difficulty. Ornaments of each lady must be kept separately. 

8951. What about your gold certificates then? — Just as in the postal 
cash certificates as you are able to get your capital and interest at any time 
you will also provide for these gold certificates and say that the interest 
is paid only up to the date the ornaments are left with the Government. 
Of course, there might be some delay in paying off the interest. 

8952. Chairman : You mean that the lady must wait all this time and 
she must wait until the various processes have been gone through before 
she can get back her money, i.e., her interest? — In this scheme there is 
an inducement for her to keep her ornaments with the Government as 
long as possible. If she keeps them for a short period she gives the 
■certificate and gets back her jewelry whenever she wants it. 

8953. What about her interest that is» to take some time? — I do not 
think there will be much difficulty. 

(Second witness) : Sir, is it necessary to presume that the ornaments 
will bo withdrawn at a moment’s notice and on the telephone? 

8954. Chairman : ‘I am simply speaking of my experience with ladies 
in northern India? — The ladies ought to be able to anticipate their 
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requirements at least some time before the actual moment when they want- 
to use them. The difference between the ornaments and rupees i 3 that 
the latter will be mobile while the former cannot be moved fro m one 
centre to another';' — Rupees have to be mobile. . You are not going to 
issue gold against notes. 

- 8955. You say that in order to combat the danger of unreasonable runs 

on banks and undeserved liquidations, it is necessary, as a starting point,, 
to have such legislative action as will hold forth to the public the assur- 
ance of honest and efficient management. One particular step you 
recommend is to have a system of state audit and supervision. Would - 
you kindly tell the Committee in what other directions you would req uir e 
legislative .action for the end in view? — I am for the Reserve Bank having 
a department to look after this audit and examination and I think the 
system in the United States of America affords the Dest clue as to the • 
way in which we should proceed in this matter. I am most emphatic 
for a system of state audit and supervision which obtains in the United ' 
States. 

8956. So you would substitute that for the ordinary audit and super- 
vision and-tdl the Reserve Bank comes into existence, you would not have 
State audit and supervision? — If Government could' take immediate- 
action on the lines I suggested, I would recommend them strongly. 

8957. As regards the State audit and supervision a joint stock banker ■ 
of many years’ experience has expressed the opinion that efficient 
management is of more value than official audit and that one cannot make 
a fetish of independent official audit. Would you kindly state your views 
on this suggestion? — With due respect to the experienced joint stock 
banker who expressed this view before the Committee, he is after all in 
the nature of a victim looked at from the point of view of audit and there- 
fore he cannot be expected to be in love with the instrument of execution. 

8958. You refer to the suggestion of converting the Imperial Bank of" 
India into an all-India Industrial Bank after a new Beserve Bank has been 
created. In the first place it will be a matter for the shareholders to • 
decide whether the Imperial Bank would continue to be a commercial bank 
or would convert itself into an industrial bank. Do you agree? — As I 
made a preliminary remark on the gold certificates, I say that this is • 
only a tentative suggestion worthy of consideration. I know there are 
many difficulties and there is much to be said for and against it. I have - 
advanced this merely as a question which merits your consideration. I 
believe that if a Reserve Bank is started, it stands to reason that the Im- 
perial Bank will not have the same facilities which it is now enjoying as the 
Government’s banker. At any rate, I would not like that it should be-- 
given those facilities; but I say that when these facilities are taken away 
from the Imperial Bank, all the profits arising out of those facilities cease to- 
find a prominent place in the annual profit and loss account. It will be- 
difficult for the Imperial Bank to. carry on, considering that it has grown 
up under very costly management ; in order to make up for that, we have • 
to give the Imperial Bank an opportunity to make profits in another direc- 
tion. I believe that such opportunity will come if the bank were converted 
into an industrial bank with certain facilities and with a right to issue- 
debentures. ' It would be in the nature of creating a special field, a special" 
opportunity for the Imperial Bank and also the possibility of its making, up- 
profits for what it would be losing by the discontinuance of the present* 



Government facilities. In view of these circumstances I think the share- 
holder would accept a scheme of this nature. 

8959. This is your xscheme but your point is that this will be a matter 
for the shareholders to decide? — Certainly. 

8960. Will not the Imperial Bank be able to render large assistance to 
industries so far as working capital is concerned, even without converting 
itself into an industrial bank and without restricting its operations solely 
io industrial advances? — I have not intended that it should not do those 
operations of a commercial nature which arose from its dealing with an 
industrial concern but I want to give the bank the right to issue long 
term debentures for financing industrial concerns. 

8961. Therefore, is it a part of your scheme that the Imperial Bank, in 
addition to issuing these long-term debentures, should continue to receive 
the short-term deposits which it is now receiving and use it to provide 
the working capital for these various industrial concerns? — Quite so. 

8962. Would you kindly explain to the Committee in some detail how 
the Imperial Bank wall dispose of its commercial business which is not 
related to industries? — Take the imperial Bank balance sheet ns- it stands 
now. I find that loans, cash credits and bills — these are some of the 
facilities extended to trade, and business and industry combined — come to 
49 crores. Of this, though I could only make a hazardous guess in this 
matter, at least 70 to 75 per cent, would be invested in financing industrial 
concerns for their short-term requirements. 

8963. Now or in future? — Now. The advantage to the country which 
the Imperial Bank will give in financing an industrial concern is that its 
staff is already trained in a proper assessing of the worth of the various 
persons and agencies in this country. They have got branches all over 
India. They have got men vdio are well acquainted with the business 
conditions all over the country. Of course the real difficulty of an indus- 
trial bank is to acquire direct and personal experience. Here we have 
trained staff ready-made, the organisation is ready-made and the capital 
and reserve are so big that they are adequate for the purpose and altogether 
the purely commercial advances which have nothing to do with industrial 
concerns should not be of such a big size as to present any serious diffi- 
culty. 

8964. You have already referred to the various advantages derived by 
the country by the branch-banking activity of the Imperial Bank. Would 
you kindly tell the Committee by whom this activity will be pursued in 
future if the Imperial Bank is converted into an industrial bank? — As I 
mentioned on an earlier occasion. I want the Reserve Bank to keep a list 
■of approved banks. 

8965. I thought you had said that there might also he branches of the 
Imperial Bank? — My difficulty is to argue on the basis that my scheme is 
not acceptable. 

8966. If the Imperial Bank is switched on to industrial business, to 
that extent your scheme will he modified? — Yes. A list of approved bauks 
must be maintained and each one of the banks -which opens a new branch, 
over and above the number of branches owned by the 1 bank on the date 
on which the Reserve Bank Act comes into force, must be given half the 
cost incurred on the new branch for 3 or 5 years; secondly, as a further 
inducement, i£ at any centre where there is no agent of the Reserve Bank, 
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■one of these approved banks opens a branch, that branch will be entitled 
to conduct the treasury operations of Government. These two facilities 
■extended to the approved banks would certainly give a good stimulus to 
the expansion of branches. 

8967. You are aware that many of these joint stock banks at the 
present moment are ' advancing money to industries for long-term require- 
ments. Therefore this scheme of yours, if it is accepted will kill that 
business? — I do not think any commercial banks can or do advance money 
for long-term requirements. 

8968. The 6 months provision does not apply in the case- of all joint 
stock banks. It applies in the case of the Imperial Bank but loans on 
mortgage are not prohibited in the case of joint stock banks'? — But they 
do njj advance money. 

8969. Here again we have been told by an experienced banker that his 
firm advances money to industrial concerns on mortgages? — They might 
have advanced money and the company might have got into trouble and 
then they might have made the concern to execute the mortgage. 

8970. The 'impression left on my mind by the statement of the gentle- 
man was that it was not unreasonable for joint stock banks to advance 
money on mortgages and the Indian Companies Act did not forbid the 
grant of those' advances? — I know there is nothing like that in the Act, 
but- a prudent financier would not lock up money. 

8971. You say that it i& not desirable that the Imperial Bank should 
dabble in exchange. You are no doubt aware that the Hilton-Young Com- 
miss'xn recommended that the Imperial Bank should be freed altogether 
from the restrictions which the present Charter imposes on it as soon 
as the. Reserve Bank is established. Sir Norman Murray, giving evidence 
before rhat Commission said that the restriction on exchange business 
debarred the bank from what is a very profitable business and suggested 
its removal as it impaired its profit-earning capacity. You also know that 
the Imperial Bank of India Amendment Bill which was introduced into 
the Legislative Assembly in 1927 along with the Reserve Bank Bill pro- 
vided for the removal of this restriction on the foreign exchange business 
of the Imperial Bank. Is it your considered opinion that even after the 
Reserve Bank is established, the limitation on foreign exchange business 
should continue to be imposed upon the Imperial Bank? — With regard to 
this question, as I explained, I have had this in my mind that the 
Imperial Bank should be a kind of industrial bank. With that bias I have 
evidently written what I have said, namely, that the Imperial Bank should 
not dabble in exchange. But I do not mean that the Imperial Bank 
should continue to have the restriction placed on them as it is. in my 
opinion, an unfair restriction. It should not have been put on the bank 
from the beginning. It should have the freedom to do exchange business 
but if, as I have suggested, it is converted into an industrial bank, it 
should not enter into that kind of business. 

8972. If the Imperial Bank wants to take over more and more work 
connected with the industrial banks in regard to long-term loans, that is, 
if it opens a mortgage department to deal with the initial capital and the 
block capital for extensions on industrial concerns, nothing stands in the 
way of their doing so. Once the Reserve Bank is established and the 
Imperial Bank Amendment BilL in the form in which it was contemplated 
in 1927 is passed.by the legislature, is it your intention that by some means 
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or other the Imperial Bank should be compelled, subject of course to the- 
agreement of its shareholders, to confine itself to work connected with: 
the financing of industrial concerns both long-term and shorkterm and. 
that it should cease to do other commercial work and not take up foreign, 
exchange work? Is that your real proposition? — You have to understand 
my proposition in the light of what I conceive the Imperial Bank to be 
when it is converted into an industrial bank. 

8973. Supposing it is so converted, then would the picture that I' have- 
just drawn up be a correct picture? — It should not allow its energy to be 
diverted into other channels. 

8974. Chairman : Is that the correct picture which you envisage ? — It 
should not allow its energies to be diverted by commercial business. 

8975. It has got a staff which will be relieved of a certain portion of 
its responsible work and you probably know that even now it is doing a 
certain volume of foreign exchange work. It may amount to anything up- 
to 10 millions in a year. Supposing its activities in particular directions 
are curtailed, and the bank with the approval of its shareholders wants 
to open an industrial department or a mortgage department which will 
deal with the long-term requirements of industrial concerns, why should it 
be prevented from carrying on commercial business and also undertaking- 
forojgn exchange business, if it thinks it desirable or profitable to do so? — 
Your question is, although predominantly an industrial bank, why should 
not thd Imperial Bank be also doing commercial and exchange business. 

8976. The point is : why should it be restricted to doing one class of 
business? — I do not want any restriction. 

8977. Therefore, if the Imperial Bank does take over work connected, 
with industrial concerns, i.e., the grant of long-term credit, you really do 
not intend that it should be debarred from carrying on commercial bank- 
ing or from taking up foreign exchange business? — The proposal connected 
with the Imperial Bank becoming an industrial bank will have to bo 
examined so carefully and so much on its own merits that what it should 
do if it is to be an industrial bank and what it should not do should.be 
a consideration by itself. It would not be possible for me to commit my- 
self to any definite statement that it should be able to do all sorts of 
things. What happened with the Tata Industrial Bank should be a warn- 
ing against combining commercial banking, industrial banking and ex- 
change banking all together. 

8978. I have never been able to find out what was at the bottom of 
the failure of the Tata Industrial Bank, but I have reasons to believe that 
it wts not the combination of the various businesses that led to its failure. 
You are no doubt aware that on the Continent they have very largely- 
adopted this system of mixed banking without any difficulty from the 
financial point of view? — Their growth, their reserves, the traditions they 
have created and the directorate they have got stand altogether cn a 
different footing. 

8979. We are talking of the Imperial Bank. Look at its reserves and 
the traditions it has created. If there is any bank in India for which it 
is possible, to undertake mixed banking, I should have thought it was the 
Imperial Bank? — -If, in making the Imperial Bank an industrial bank it 
is found that it should strengthen that business by doing mixed banking, 
by all means let the Imperial: Bank do it. When I mentioned about the 
Ta~a Bank, I happened to be in Bombay at the time and I was fairly 
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■carefully watching the developments in the financial world then. There 
are very many reasons which led to the downfall of that bank, but certainly 
the combination of the various functions was one of the factors which at 
'least appeared to be a reason to an outside observer like myself. I was 
■not on the directorate or in the confidence of the staff, but as one who has 
•observed things, who has been attending the meetings of the' bank all, the 
six year" of its existence and who has studied the; progress of the balance 
sheets, it certainly seemed to me that the combination of these functions 
■was not very happy. 

8980. But even assuming that the whole reason for the failure of the 
Tata Bank, or the main reason, was the combination of functions, the 
resource* and traditions of the Tata Bank were nothing like those cf the 
Imperia 1 Bank? — Quite true. 

8981. I think I have managed to get your point : that is, you, do not 
press that if the Imperial Bank wants to take to Industrial banking, t.e'., 
in the direction of creating long-term advances, by raising debentures or 
otherwise, and if it also wants to carry on commercial banking, and 
foreign exchange business, you would not object to that arrangement? — I 
would not. 

8982. You say that the right to take deposits has everywhere been with- 
held from foreign banks. The Committee would be glad if you would 
•supply them with references in support of this system? — I am afraid my 
statement is wrong. So far as I can make out, it is only in the United 
States of America that a restriction on deposits is placed. 

8988. You say that in return for the grant to the exchange banks of 
the right to take up deposits, they should be asked to undertake to staff 
their offices with Indians up to an agreed percentage. In this connection 
you referred at an earlier stage to the action taken by the Board of Trade 
in England. Is it your idea to work this percentage proposal with reference 
to each grade of officers in the bank? — I think how Indianization ideas 
ate worked up in Government departments should be some sort of 
guide for us in this connection. When we talk of Indianization in Govern- 
ment services, there are certain principles already recognised and there 
are certain ways by which that scheme is given effect to. We should be 
able to formulate our 'proposals by a careful study of those things. 

8984. Then you do not take your stand on the Board of Trade regula- 
tions? — I myself have not read those regulations carefully. I have only 
heard of them. 

8985. We were dismissing them when another witness was* giving evi- 
dence and I gathered that exchange banks are practically following regu- 
lations similar to the Board of Trade regulations, because the Board of 
Trade regulations certainly do not refer to each grade of officers. It refers 
to the total employees and each exchange bank has got a large number 
of Indian clerks, etc? — I would not be satisfied with that. 

8986. Do you think it would be possible for Indian joint stock banks 
in the near future to get any material share of the foreign exchange 
business by training a certain number of Indians in this work? — When the 
business thrives and when more business is going, it should be possible 
for the men who have been trained to form the nucleus of the staff re- 
•quired for an Indian exchange bank. 

Vol. Ill 3 p 
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, . 8987, A ' separate Indian.; exchange bank or the foreign department bt 
an .existing joint stock' bank?— It may be either.- 

8988. You are aware that at any rate two Indian joint stock- banks* 
have already started doing foreign exchange business, .though they had not 
had 'the. advantage' Of men trained by foreign exchange banks? — I. know 
of one bank; I do not know, the. second you refer to. That bank had the- 
advantage of : .the Tata Industrial Bank from which they took over about 
30 assistants who were taken' from other exchange banks in India and_ it. 
was this staff that was responsible for chalking out the lines nx which- 
exchange business was to be done and it was the organisation created by 
this stall which was taken by the Central Bank. : 

8989. Was this staff Indian? — No, it -was European staff. 

Therefore, if an Indian joint stock bank wanted to start foreign exchange- 
business to-morrow, the question of staff would not constitute a serious 
impediment, because if the Tata Industrial Bank managed to secure 
European employees of foreign exchange banks by giving them proper 
terms, and it follows precisely what your ideas are about joint, stock banks 
taking over Indian employees of the Imperial Bank, then no Indian joint- 
stock bank need wait until a certain number of Indians have been trained 
by foreign exchange banks before they start foreign exchange business? — 
An examination of the reasons why Indian banks have not been doing that 
business in foreign exchange would reveal that it is not merely the ques- 
t ; on of staff; it is a question of their having the requisite capital, the- 
requisio resources, the capacity to arrange for facilities at the other end 
and also the capacity to be able to bear any loss that would have to be 
borne in the initial stages by having the office in London for example. 
Suppose a bank has a credit arrangement fixed tip with one of the London- 
banks; against that it keeps operating in the exchange market, but it cam 
only do a limited business till it has a branch and that branch is . able to 
get its signature accepted as good enough for bills in the London market. 
It would not be an easy matter for an Indian bank to compete with 
exchange banks for business. As European importers and exporters are 
attached to so many banks, Indian exporters and importers are likewise 
attached to foreign banks. When an Indian bank starts business, it would 
not be easy for it to get business in the beginnings when a man wants to 
give up his connection with an exchange bank and come to an Indian 
hank, he would consider whether the Indian bank would continue to do 
this business for a long time and if he broke the connection which he has 
had with the foreign bank for, say, 20 years and if the Indian bank did 
not continue for more than a short .time, whether he would ge't back the 
same facilities if he were to go .back again to them. There would thus 
be- so many difficulties in the way of Indian banks doing exchange business 
at the present moment. 

\ '8990. Therefore the lack of - trained Indian! staff is hot immediately a- 
material consideration? — No. ‘ . ; - • ' 

8991-. As a matter of fact, we have, been told by the Managing Gov- 
ernor- of ,the Imperial Bank that if . the restriction against foreign business 
was .withdrawn, in the case of his bank, they-would.be able to tackle a- 
large yolqme of the foreign, business -in. -two years- time and that led • me 
to., think that- perhaps there yvas-, pot sufficient substance behind this line 
of argument of yours, i.e., that' all you. want, is .trained .Indian staff iVy 
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'^A. 1 so careers for our trained men. Why' do we want Indianisation of ser- 
vices? We want* to open for our young men good careers. The experience 
gained by these young men will not be lost; it will bear fruit one day or 
btln **, meantime it will open out careers for our young men. 

8992. I mentioned this because you have stated in your memorandum: 
“But such a view overlooks the fact that exchange banking is a highly 
technical matter in which experience counts for a great deal more than 
.people can imagine and the staff of the Imperial is ill-fitted for such a 
.venture.” That is why I tried to find out whether you consider that the 
absence of trained Indian staff constitutes the only difficulty in the way 
of Indian joint stock banks embarking on foreign exchange business? — 
If the Managing Governor of the Imperial Bank said that the training is 
not so difficult as I have taken the view, he must be more competent to 
speak in the matter. 

• 8993. He did not speak about training. He said that if the restriction 
was removed, he should be able to take up foreign exchange business in a 
short time? — It is not a training that should require a life time to acquire, 
but it is a difficult training, and if opportunities could be afforded to our 
young men, it is a thing to be welcomed. 

8994. Therefore if this Committee were to prefer that an Indian joint 
stock bank should acquire a foothold in the field of- foreign exchange and 
that it is more important than switching off the Imperial Bank into the 
field of industrial long-term finance, you think it would not be unreason- 
able on their part to arrive at such a conclusion? — I presume I am right 
in understanding that what you suggest is that instead of the Imperial 
Bank converting itself into an industrial bank, it would be far simpler 
and better that it should convert itself into an exchange bank. 

8995. Not ‘convert', that it should be allowed, i.e., that the present 
restriction should be ! withdrawn? — Certainly, if the Imperial Bank has the 
necessary capital and necessary reserve, also if the London office and the 
London Advisory Board are able to undertake exchange business without 
the difficulties which stand in the way of other Indian banks. 

8996. You say that it would be open to India to impose those restric- 
tions which foreign exchange banks have to submit to in other countries. 
Do you mean to say that it is open to India to place on foreign banking 
institutions restrictions similar to those which the foreign bank’s country 
of origin imposes on non-national banking institutions in that country? — 
Yes. 

8997. I have three questions on the subject of indigenous banking. 
You say that you would welcome legislation calling upon indigenous 
bankers • to register themselves and publish at least half-yearly statements 
of choir assets and liabilities. Would you kindly tell the Committee whether 
you propose any counter advantages to be offered to the indigenous bank- 
ers to make them accept your proposed registration willingly? 

(2) You say that all the indigenous bankers will have to be brought 
within the orbit of the Central Bank (I take it you mean the Be serve 
Bank) and other organised institutions. Would you kindly tell the Com- 
mittee what relations you contemplate to exist between these indigenous 
bankers and other banking institutions and what particularly would be 
the relations between the indigenous bankers and the Reserve Bank? 

8 p 2 
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(3) Would - you kindly refer to the following note indicating certain 
alternative methods that have been suggested to the Committee for link- 
ing up the indigenous bankers with the Central' Banking Institution? The 
Committee would be very glad if you could let them have your views on 
these suggestions : 

(By indigenous banker is meant any individual or private firm receiv- 
ing deposits and dealing in hundis or lending money.) 

One of the Provincial Committees has pointed out that whatever be 
the prejudices against the professional money-lender, he lies outside the 
category of indigenous bankers and every one is .agreed as to the desirabi- 
lity of recognising, preserving, and developing the indigenous system and 
adapting it so as to make it a part of a National Credit system. Bor this 
purpose two suggestions have been made, one by a Provincial Committee 
and the other by an Indian Chamber of Commerce: — 

Suggestion 1 . — The shroffs should be linked with the central banking 
institution of the country as its agents. The scheme in rough 
outline is as follows: — Instead of opening new branches in any 
part of the interior of the province, the central banking insti- 
tution should select from the local shroffs or indigenous bank- 
ers a banker of good standing and reputation to act as its 
agent in that place. The banker selected to act as an agent 
should lodge with the bank securities of amounts that may be 
mutually agreed upon, having regard to the volume of business 
and other considerations. He should guarantee the minimum 
of business he is expected to secure at that place and in return 
receive adequate credit facilities at a preferential rate of 
interest and make advances to local customers at a profit, 
subject to the condition that he should not charge to his 
customers a rate of interest exceeding 2 per cent, over the rate 
he is charged by the bank. He should allow periodical exam- 
ination of his books by the bank’s inspector and submit to the 
bank half yearly or yearly balance sheets. This scheme should 
be introduced tentatively at selected places where there is no 
organised bank, either joint stock or co-operative. The funds 
received by him from the bank should be employed by him 
at his own risk in making advances within sanctioned limits 
and subject to such other general conditions as may be pres- 
cribed by the bank. 

Siiggestion 2 . — The [Reserve Bank ■when established should give the 
indigenous bankers the same facilities and concessions as to 
the joint stock banks. It is necessary that the restrictions im- 
posed upon these indigenous bankers must take into account 
their peculiar needs. Bor this purpose the following recom- 
mendations have been made: — 

(1) There should be a schedule of indigenous bankers similar to 

the schedule of joint stock banks included in the Reserve 
Bank Act to whom certaijn, recognised financial facilities, 
e.g., rediscounting should fie given. 

(2) Such indigenous bankers who may conform to the standard fixed 

by' the Reserve Bank for the purpose should b'e included in 
the schedule. - 
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(3) The account books of the scheduled bankers may be periodically 

inspected by the examiners appointed by the Reserve Bank- 

(4) They should be allowed to carry on business of commissioa- 

agents along with other banks. . '■ • ' 

(5) They should be prohibited from trading on their own account. 

(6) The rates charged, by these bankers to their clients should not 

exceed the bank rate by a certain percentage, say 2 per cent, 

— If you prefer to do so, these three questions can be taken together. We 
are now coming into more difficult problems. I am afraid, in answering 
these three questions, especially the last one, that I would be more of a 
destructive critic than of a constructive one. I have myself been unable 
to formulate any definite plans or proposals, whereby this linking up. . of 
the indigenous shroffs with the banking system which I consider , essential 
could be carried out. 

8998. This is a very important matter and if you think that by having 
more time to consider the matter you would be in a better position to 
give us your views, I am willing to give you time and in that ease you 
can send us a memorandum embodying your views on these three ques- 
tions. . If, as you say, your views are going to be destructive, we will have 
to pay. great value to them as you will recognise they would not help us. 
If you do not like the methods suggested, it is open to you to say .so, 
but you may have some counter suggestions or modifications to make?— 
I would prefer to be “given an opportunity to send a memorandum on these 
three questions. 

. 8999. Sir Hugh Cocke : About this scheme of yours’ for prescribing that 
banks shall not be required to mite down their securities below a certain 
figure, it practically amounts to this in the case of redeemable securities 
which have depreciated below the redeemable point you will provide that 
the banks would only be required to write investments down 1 or 2 point o 
below the redeemable point but not as far as the market has gone ? — Yes. ; 

9000. Then Sir Purshotamdas Thakurdas put a question to you about 
the public inference and you said that the public would not be entitled to 
know. If such a provision were recommended by this Committee and if 
it became law it would be very essential that the. holding of each of these 
loans should be stated. Do you suggest it should not be necessary? I 
am suggesting to you it will be necessary for the bank to state in the 
balance sheet the amount of each loan held and the price at which it 
stood?-— As a matter of fact now what is being done is exactly what you 
are stating. Banks to-day, at least in two cases that I know of, in. their 
balance sheets show the cost price as well as the market price. For the 
whole difference they are not providing depreciation. They are only pro- 
viding for a portion. Strictly interpreting the Companies Law as -it. is 
to-day it is not necessary to give the market price at all. The bank at its 
option can give either the cost price or the market price. It is the 
auditors who insist upon the market price as well being given. 

9001. That is so. With reference to the question of State audit which 
you are advising, I think .you said that they would, not be necessarily State 
auditors but specially appointed auditors by the Reserve Bank or the 
Government. Do you want the auditor to be wholetime State official?-— 
That is my idea. 



1014 


•9002. You would not allow Government to appoint ordinary profession- 
al auditors? — If you see instances of bank failures you will find that it is 
the collusion between the auditors and the management that has been the 
real cause of the public not knowing the position of the concerns in time. 
That happened in the case of the Karachi bank, Boulton Brothers, 
Alliance Bapk and so on. 

9003. I do not think I can accept that statement but your point is that' 
the auditors of ordinary banks should be auditors of some seniority and 
should be men of experience and at least 6 years' standing? — Yes. 

9004. In regard to the special audit which would be undertaken at the 
instance of the Beservc Bank, I am not quite clear whether you will have 
auditors attached to Government who will conduct these audits or any 
prescribed list of firms who will do these audits? — It should be permanent 
officials of Government that should do this work or the Beserve Bank; 
but I am certainly for certain firms being allowed to do bank audits like 
.that. 

9005. Mr. Manu Svbedcir: You have referred in your memorandum to 
Indian aspirations in the field of banking, shipping, insurance and other 
■directions. You are aware of the efforts made by Indians in shipping, in- 
surance and other directions and the kind of competition that India has 
had to face. Have you reasons to suppose that if an Indian institution, 
less strong than the Imperial Bank, started foreign exchange business* that 
would not be subject to the same kind of heavy competition by the ex- 
change banks? — Whether the Imperial Bank enters the field or not, com- 
petition is there even between the exchange banks. 

9006. You Imow the kind of competition which occurred in shipping 
business where passengers were not only carried free but were given sepia 
pocket money. Have you any reason to suppose that foreign merchants 
engaged in banking would be less deadly in their fight? — I do not think 
there is that ring in the exchange banking business. There has been 
no combine of any kind. 

9007. You do not apprehend such competition? — Competition is there 
and is bound to continue, but it is not the kind of competition that ^the 
Indian shipping companies met with. Such competition will not obtain 
with the exchange banka 

9008. You also refer in your memorandum about the problem _ of 
Indian joint stock banks versus exchange banks and the need for creating 
a congenial atmosphere in which the Indian joint stock banks will not 
only survive but extend. You would therefore have all necessary provi- 
sions made to safeguard Indian joint stock banks against any serious com- 
petit'on from foreign banks? — I said so far as national banks are concerned, 
thej are certainly entitled and they have a right to claim some measure 
of special facilities, especially as they will be new concerns starting in the 
country where there is proverbial shyness of the depositor and there is 
the difficulty of raising the necessary capital. It is certainly necessary 
therefore to give some facilities in tlie earlier stages. 

9009. You are aware that one of the “Big five” among Indian joint stock 
banks has already been acquired by a foreign bank? I refer to the Allahabad 
Ba,n,k which ha? been amalgapaated with the P. and O. Ranking Corpora-, 
tion? — Yes. 
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. 9010, .And -there _i&' toothing in law to prevent Indian banks being taken 

■over by .other foreign banks ? — Likewise we can also* purchase foreign bank- 
ing concerns, * 5 

90,11. There is nothing to prevent the Lloyds Bank to purchase the 
Imperial Bank. Would you therefore suggest that something should ‘ be 
done by the Banking Board which you are contemplating of to prevent 
this? — In regard, to that I entirely agree with you. There is risk both in 
regard to the insurance and banking companies at present, and there has 
been Jot of abuse. Take the ease ot the Alliance Bank. It was possible 
for Boultons to invest 16 lakhs and get control over the bank and then 
take away Bs. 6 crores. We know of several instances of insurance com- 
panies as well. There is the risk in these credit institutions that by a 
small outlay they utilise these institutions and get large funds which they 
use for their own personal purposes. 

9012. With regard to the position in Canada, for example, no foreign 
bank is allowed to operate. Foreign banks must register themselves under 
the Canadian law and then they become members of the Bankers’ 
Association and later get the licence from the Minister after becoming a 
Canadian bank in every respect. In your term of licence which you have 
mentioned do I take it that the licence would involve the revelation of 
the affairs of the foreign banks in all their aspects. Would they be com 
pelled under the licence to show what their position is? — They will have 
to reveal what their business in India is on the same lines as other Indian 
banks. 

9013. They will have to produce balance sheets just like Indian joint 
stock banks. Is that your idea? — Just like the insurance companies which 
show their business in India, these foreign banks also will have to show 
their assets and liabilities in India and I take it a similar step is not im- 
practicable. 

9014. The composition of the balance sheet of a foreign bank at present 
showing the entire position of the bank all over the world does net give 
any guarantee to anybody. It is a difficult position. When, even accord- 
ing to you, depositors in India find it difficult to understand an ordinary 
balance sheet, do you mean to say they will be able to make bead or 
tail from these composite balance sheets? — Balance sheets of foreign 
-companies give the particulars as required by the laws of their countries. 

9015. Balance sheets of the foreign banks are shown as a composite 
statement and we do not know their advances in India? — We do mt know. 

9016. Is that not an unsatisfactory position? — I said just as the in- 
surance business is showing their Indian business separately, it should he 
possible for exchange hanks to do likewise. 

9017. If a bank was registered in India , under the Indian law, with 

Itid'an rupee capital and Indian directors and showing balance sheeta just 
as any other Indian joint stock bank does, is there any inherent difficulty 
lor these banks to ‘operate as exchange banks in this country? — There is 
no prohibition from their doing so at present. . ' 

9018. Therefore if one of the exchange banks wanted to register, itself 
in rupee capital, it eau do so and still carry on its business in the 
same way as it does to-day? — When they start a separate show in India, 
they ‘cannot command the same confidence in the London money market 
with regard to rediscount facilities and other things. 

" r - ' * r i ” > ’ ? , ’ j ' • ) 
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9019. They would have the same experience in the business?— It is 

quite so but whether they will have the same credit in the London money 
market is the point. ' 

9020. There is nothing inherently wrong? — It is a question which has 
got to be considered very carefully before a proposal like that' is recom- 
mended. 

9021. With regard to the silly depositors who give a bounty to foreign 
banks by going there and depositing their money to the prejudice of Indian 
institutions which have to work in competition I take it that if something 
could be done by which these people may be prevented from giving a 
bounty to a foreign institution you will approve of it? — If the Indian banks 
can show that they enjoy some confidence from Government, it should 
enable them to draw their own deposits rather than by any restrictive 
legislation 

9022. You know the ruling rate oh deposits which the foreign exchange 
banks give? — Yes. 

9023. And you know the yield from Government securities? — Exchange 
banks are able to get money at 3J per cent, on their three months’ 
deposits when the Government are willing to pay 4 per cent, on treasury 
bills. There is a class of depositor who has been used to put money 
with these banks and even the offer of treasury bills does not attract him. 

9024. You know the deposits in the foreign banks are not only quite 
sufficient for their foreign business but also enable them to do internal 
business? — They certainly do internal business but to ‘ say that their 
deposits in India are sufficient for their business would not be correct 
throughout the year. In certain periods of the year they are overdrawn 
on London. During the slack season they remit then* funds back to London 
and in that period whatever spare funds they may have they utilise in 
purchasing treasury bills and so on. 

9025. I read a quotation from your Banking Number in which the 
Chairman (Mr. Beaumount-Pease) of the Lloyds Bank addressing the 
members of his bank at its . annual general meeting is reported to have 
said that it is not the practice for foreign banks working in India to draw 
on the London money market. His actual words were “The total of 
deposits received in that country (India) largely exceeds the amount of 
our advances and no portion of our deposits at home is used for the pur- 
pose of making loans in India”. Then how do you substantiate your state- 
ment that these banks used to draw on England sometimes in the year?— - 
That is why we have summed up the article in the following words “it is 
hardly possible to generalise one way or the other; and all that can be 
said is that if the Chairman of the Lloyds Bank knew that what he stated 
for consumption at home would be used for .propaganda abroad, he 
would have put in qualifications and modifications to his statement”. 

9026. A statement made by an important member of these foreign 
exchange banks cannot be incorrect. Probably he might have been un- 
wise in letting the cat out of the bag? — How can you make any statement 
about an exchange bank which can ,be said to be the same all the year 
round. 

9027. They are giving , certain rates to the depositor at present which 
are actually under the yield of Government securities' and they are still 
able to attract a certain portion of the business. If they give 1 per cent. 
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more -than they do at present for their deposits would they not be able to 
attract more deposits? Whenever a banker thinks he ‘could draw more 
. money, there is nothing to prevent him at present from paying more for* 
his deposits? — -If the deposit' rates are increased the confidence of the 
depositing public in that bank will also decrease. At present the public 
have more confidence- in such banks because they feel that in spite of the 
fact that they offer lower rates than even the Government do, still they 
are able to attract large deposits and so the bank must be quite sound. 

9028. Exchange banks are now in. the habit of giving low rates and are- 
attracting certain volume. At higher rates they can attract larger 
volume? — It may be possible. 

9029. In fact it has been suggested that bankers can encourage 
thrift by giving higher rates. There is nothing to prevent them attacking- 
the field of banking still further and more intensively by offering higher 
rates of interest and taking more deposits. There is" an open door at 
present? — I agree. 

9030. Chairman: If the exchange banks increased their deposit rates,, 
your view is that instead of their deposits being increased there is the 
possibility of their deposits falling off? — That is my point. 

9031. Mr. Manu Subedar: You would thus imply that if the Indian 
joint stock banks quoted half per cent, less than they do at present, their 
deposits would increase? — Banks which are very particular to adhere to* 
their rates get money easier. 

9032. It is absolutely an open door at present. Is that position satis-* 
factory?- — As I have said, there are historical factors which have to be 
borne in mind. 

9033. Would you leave the position in regard to the foreign banks- 
working in this country exactly as it is to-day ? Do you think it is satis- 
factory or unsatisfactory? I want to put it to you from the point of view 
of the safety of Indian deposits. You know there are 17 foreign exchange- 
banks working in this country now and there is nothing to prevent further 
invasion, for example, a bank from Moscow might put up its board here 
to-morrow. Would you allow this danger and absolute freedom for 
foreign banks to jump in as and when they please to continue? — Tbe- 
licensing authority would exercise judgment in this matter. 

9034. It is only on matters* of some little detail that I am asking you?- — 
Having regard to these factors they will properly judge on the respective 
merits of the applications. 

9035. What would be your objection to restricting at least ' partially the 
operations of these foreign banks? — What do you mean by partial 
restriction ? 

9036. Mr. Manu Subedar: What would be your objection to the prohibi- 
tion — partial or complete — against deposits going into foreign banks?— I do- 
not think it is feasible. Total prohibition would mean that they will not 

- take deposits in this country but that they will derive their working capital 
from the country of origin. 

9037. If they want Indian deposits, let them register themselves here;: 
•if they do not want Indian deposits, they are perfectly at liberty to bring 
■money from -elsewhere. Do you think that' the' restriction ought to come iu 
gradually? — I would like to refer you to the system in America which is- 



: perhaps, the only system under, which foreign ;b,anks-have "-restrictions' of the 

lonci you. mention. ‘ .V - '."••••" ' 

9088.' But: there, as you perhaps know, . the. foreign.. banks - [paid ope|i 
.branches but cannot accept American : deposits:; 1 while in other., countries 
foreign banks cannot open branches; and I consider that the deposit res- 
•triction is a, mild restriction.. Would you be opposed' in principle to this 
■ restriction?— Is it or is it not right ; for India tp conserve her capital tor 
her own institutions and through her institutions for her , own trade and 
industry ?— -I dp not -think a restriction like that- will ' be feasible .or even 
advisable. , 

9039. You would be opposed in principle to this restriction?— Not in 
principle but in practice. Do you not think the importance of the Indian 
money market has increased by the presence of these foreign banks in 
"India? I think a free money market like that should be a more dignified 
thing. ' 

9040. Do you think that the 75 crores of Indian deposits with these 

foreign banks is a matter which compensates us. for the presence of these 
foreign banks? — You could get a good- portion of that 75 crores for our own 
Indian banks. ’■ ■ ‘ ’ : . 

9041. I do not want that money should go to Indian banks ; I mean 
that Indians should not put their money into, the exchange banks?— It is 
rather difficult for me to reconcile myself to the kind of. restriction you have 
suggested, not even partial restriction. 

9042. Are you prepared to follow what you yourself have described as 

th ( e American practice regarding restrictions ?— That is not true of every 
country. •. 

9043. Would you leave the door open? — I would not leave the door open 

hereafter. ' - 

9044. What about the deposits? — So far as the deposits are concerned, 
I would leave it to the sense of patriotism of my countrymen and the 
confidence which our Indian banks are able to inspire in the public. ' 

- 9045. If a few of these foreign exchange banks resolved to run their 

institutions on Indian lines? — I would certainly recommend them. 

,9046. Would you give them preference oyer others which are not re- 
gistered? — What kind of preference? ■ 

9047. In respect of the right of taking deposits in this country,?— This 
assumes that the other institutions ought to be denied this concession. 
‘Giving them additional facilities means restricting the facilities of the other 
banks; and. as I have said, I am not in favour of restrictions. 

9048. Mr. Buckley: I understood Mr. Manu Subedar to say that there 

was nothing to prevent exchange . banks offering higher rates for : depo- 
sits and that would make competition more deadly. I put it. to ‘ you 
that if the exchange banks offered . higher rates for - deposits, they would 
thereby have tp raise their lending rates, and this would , make competition 
less deadly, if the Indian joint stock bank’s rates remained unaltered?:— 
I)o you refer to that ,pprtion of the business of exchange banks which 
•pertains to internal business? ^ 

No, I mean their lending rates for. oyerdrafts and cash crpdits, in 
fact, those classes of business in which commercial banks are alsp interes^- 
•ed ?-TTrTha,t is, whatj you will be gaining in: deposits you; will be. losing in 
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-advances. But the deposits will be drained; and your competition in 
regard to advances will be less and your competition in regard to deposits 
will be there. 

9050. I do not see how it would be more deadly? — One thing is certain 
that exchange banks will be able to draw more funds. 

9031. Sir Purshoiaindas Thakurdas : You discussed m full the question 
of Government securities and their valuation in the balance sheets of 
banks. You said that banks generally hold Government securities till the 
period of redemption where the period is a reasonable one, say, 20 years. 
I suppose you will agree that the institutions which are interested in in- 
surance naturally hold these Government securities more surely till the full 
period of redemption than the banks do. Therefore would you recommend 
the same thing with regard to their balance sheets — not valuing Govem- 
pient securities at the market value but only allowing a depreciation of 1^ 
per cent. ? — I would. 

9052. Do you think an Actuary will pass a balance sheet of that nature? 
— An Actuary 7 is interested in the difference between the assumed rates of 
interest and the actual rates of interest which is more valuable from his 
point of view than the market value of the Government securities. In 
order to arrive at a profit which is to be distributed among the policy 
holders, the market value of the Government securities does not count with 
the Actuary. 

9053. You said you would like this Committee to collect statistics re- 
garding gold and you felt that this Committee might usefully do that. You 
indicated to us the quarters where such statistics could be collected; you 
named certain Indian States and certain provinces. I must say it is a very 
useful suggestion. I want to know what method you would employ in 
order to get at these statistics. Obviously you would write to these States 
and they would not reply. Regarding the Punjab and Bombay, which you 
named, can you indicate the lines on which we should proceed? — You know 
a good deal of gold goes by post and in people's trunks. Is it not? — Yes. 

9054. Do you think there is any feasible method by which you could 
-assess the quantity of gold in this country? Is there any machinery which 
"this Committee could employ with the most patient labour? Let me ppt 
it to you that it is impossible? — The only possible method I can suggest 
is to assess the imports of gold into India. 

9055. But, Mr. Rangaswamy, you know that that will not help you to 
•arrive at a correct estimate of all the gold available in the country. To 
my mind what you expressed in the course of the discussion is merely a 
pious wish and that there is no feasible method by which this can be done. 
If it were possible, this Committee coffid emp’oy ten officers for the purpose. 
But as I say, it is impossible. Do you agree? — I understand the difficulty 
of the task. After all what I said was a mere suggestion for consideration 
T-y this Committee. 

9056. I say there is no feasible method by which this can be done un- 
less you take a regular and detailed census of it and you open people's 
trunks, and these are methods which you do not favour. It hpa been sug- 
gested to me by the community of Indian shroffs that unless Government 
look steps to do what is called Zafyardasti, it could not be done? — Yes„ l 
realise the difficulty. 
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9057. Dr. Hyder : As a matter of fact I myself have felt great difficulty 
ia estimating the total amount of gold in a province because of the differ- 
ent ways in which gold is treasured. It is hoarded in the form of orna- 
ments, sovereign, etc. It mig ht be p ossible to come to some sort of rough 
guess by the indication that might Be given by reports to the police. But 
surely that will not give us the total quantities of gold in the country ? — _ 
After all, these things have to be estimtaed by the method of sampling. 

9058. After all, his indebtedness has got to be removed and you will 
have to find out what is the indebtedness, and it is a surmise or a guess. 
But we would come nearer the truth by making our guesses a little more 
exact. That is the only basis of approach. It occurs to me that short of 
Zabardast the only method I can think of is that we might get some clue 
from the reports of thefts. 

9059. Sir Purshotamdas Thalcurdas: Jewellery does not include merely 
gold, if is gold and precious stones. What I was thinking of was that yon 
being a statistician you would want something to rely upon and all these 
are mere efforts at guess? — I do not think we can get really anything like 
reliable statistics on gold; it should be mostly impression and guess work. 

9060. You know that so much gold was imported and so much exported; 
barring what was exported across the borders which evade the customs, 
you can have a record of the rest. Can you get at anything else? — Of that 
a good portion has gone in the form of ornaments. 

9061. We will deal with ornaments; that is gold in the country any- 
way? — Yes. 

9062. Regarding your gold certificate system which is a constructive 

scheme, and you have put it very modestly, I want to understand a little 
more. You said that people should be told that if they came and gave 
gold, Government would give them a certificate carrying interest at any 
rate varying from 4 to 5 per cent., that it would be a five years’ gold certi- 
ficate, that if they wanted it at the end of 6 months, the rate of interest 
would be so and so and so on. I wish to know whether Government should 
give a stated quantity of gold at the end of 5 years or gold w’orth so many 
rupees. 'Suppose the gold rate to-day is somewhere about Rs. 21-8-0 a 
tola and I come and deposit 100 tolas of gold, which is worth Rs. 2,150. 
You give me a gold certificate for that amount. At the end of 5 years, 
would I get 100 tolas of gold or would I get Rs. 2,150 worth of gold? — 
You will get 100 tolas of gold. 1 

9063. Irrespective of what the price of gold w r as? It may be Rs. 19 
or Rs. 25. Would you give the man wdid gave you 100 tolas of gold a certi- 
ficate to this effect “Received from so and so 100 tolas of gold to be 
redeemed at the end of 5 years in 100 tolas of gold, 'in the meantime 
carrying interest at 44 per cent, on Rs. 2,150?’’ — Is that correct— Yes. 

9064. Dr. Hyder: The interest might also be in gold? — It would be 
paid in rupees. 

9065. The suggestion in one of the Provincial Committee's reports vvas 
that the depositor was to have the choice of being repaid either in cash or 
in gold plus interest in gold. 

9066. Sir Purshotamdas Thahurdas : According to the witnesses’ scheme 
the interest is to be paid in rupees according to the quantity of the gold 
and the gold is to be returned during the period at any time asked for? 
Yes. 
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9067. How would this gold be useful to Government ? — Government 
need not sit on the bar gold as it can be removed to Calcutta, Bombay or 
London and may be returned. ' But ornaments proper have to be retained 
at the particular place where they are deposited. The Chairman gave you 
■the instance of Amritsar; the ornaments will have to be there for five years, 
is that not so? — Yes. 

9068. Barring the privilege of paying interest on them at, say, 4i per 
cent, or at such percentage as the various parties permit when the orna- 
ments are withdrawn, what advantage does the State get? — They make it 
ihe basis of currency. 

9069. Therefore, your point is that if at Amritsar one lakh tolas of gold 
ornaments were deposited Government would issue against it one lakh tolas 
gold certificate to the lenders? — Yes. 

9070. On that Government would issue currency to the extent of what- 
ever ratio is fixed thereon? — Yes. 

9071. Suppose, say, during the month of falgoon when a number of 
marriages usually take place, 50,000 tolas of gold were asked for out of 
these deposits, Government have got to deflate at once a proportionate 
amount of currency and it may coincide with the season months. Do you 
■see any objection to it? — I looked at it from the point of view of banks, 
there are withdrawals and deposits and at the same time a certain level 
of current accounts is maintained. In regard to these gold deposits also 
there would be comings in and goings out and a certain level will have to 
he maintained, so that there may not be that amount of disturbance which 
you anticipate. 

9072. After 4 or 5 years’ experience you will come to know the quantity 
•of stable ornaments that will remain with you and to that extent you 
will have to provide additional reserves in the Reserve Bank. You have 
■got to deflate, whatever the percentage, thrice as much or 2£ times as 
much? — After all we are not going to issue currency to the full extent 
permissible by law. It may fluctuate, so that in the contraction we can 
adjust ourselves from time to time. If I have given myself a good margin 
at the time of expansion, fluctuations of that kind could be eliminated. 

9073. In fact it would be correct then to &ay that inflation of currency 
against gold ornaments may be on a more conservative basis than inflation 
of currency against bar gold, because gold ornaments cannot be transferred 
and you will have to do it to a smaller extent? — On the whole most 
Central banks do keep a kind of much higher reserves of gold than what 
is actually prescribed by law. 

9074. Bar gold? — Take to-day for example sovereigns in England. The 
Bank of England is- giving only standard fineness and that gold is not 
tenderable to the Bank of France or the Bank of Belgium or the Switzer- 
land Central Bank, with the result that the men who buy that gold have 
to refine it in the London market and then tender it. 

9075. The only difference is that ornaments have to be earmarked? — 
No, the turn for the ornaments will come after our other gold resources 
have been exhausted. 

9076. No, that is why I mentioned that the turn would come just when 
you are in the most normal period, i.e., a heavy marriage season. - In a 
certain province you know what it is like when in a month or two months 
you get hundreds of marriages. I .shall give you a serious aspect of -’t. 
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- Suppose there is a crisis, a War or something a'eross the border, something 
‘which may obsess the people and make them feel that they had best take 
their belongings and keep them under their own houses. Would this not 
be a serious handicap? — I know it is a contingency which the State has got 
to take cognisance of. — Can you teli me what your view is? — In a crisis, 
there should also be a moratorium or fom 1 > ' m libn-fv with the person- 
If it is a very serious crisis, it would certainly be justifiable. 

9077. Suppose you have a crore of tolas of gold and 21 croi’es of rupees 
outstanding. Your inflation of currency may be 42 against it. What 
would happen if a crisis occurred, say like the Great War oh 1914? — We 
.would lighten our reserve restrictions and make it more liberal. After all 
this gold certificate scheme is more of an educative nature and you cannot 
utilise it for acquiring currency for the industrial system of the country. 
Its main value lies in its capacity to train people in the habit of invest- 
ment 

9078. I am very glad you mentioned that. If you have put this scheme 
forward with the idea of accustoming people to part with their gold and 
give it to the State, hoping that in 10. 20 or 30 years' time the people 
of India would give up the hoarding habit, you would like it to be tried 
only on a restricted scale and not on such a scale as may affect the 
currency of the country in a crisis? — As a matter of fact, it is more an 
experiment to find out the possibilities of self-help. Till that experiment 
has reached a stage when we can depend upon it and till Government kno v 
how much they themselves can depend on it, the steps taken in regard 
to its inclusion in our currency reserves should be very cautious, 

9079. You would like the experiment to be made on a very modesv 
scale? — In the beginning we have to find out whether we can be self- 
reliant in regard to gold supplies. As you know from Mr. Benjamin 
Strong’s evidence before the Currency Commission, the chances of India 
getting gold from outside countries are very poor and a gold standard is, 
in my opinion, a most urgent necessity. In other words, we have to find 
out whether this experiment in self-help can stand by us and if it is 
successful, it is worth the expense that might be incurred on it. If it is 
unsuccessful, then we can find out how we are going to tap the world’s 
market. 

Mr. Lamond : It seems to me that if gold is got for the Currency 
Department and a gold certificate is given, the Currency Department can 
permit the use of that gold for five years. 

Sir Purshotamdas Thakurdas : If you take, say, 20 tolas of gold to the 
Currency Department, they would give you a receipt for that gold to be 
returned on demand with interest accruing. You can demand the return 
of the gold in 3 months, 6 months or 9 months or any peilod up to 5 
years, they will return to you the gold -plus the interest accrued. 

Mr. Lamond: Government carries an obligation to cash the certificate. 

Chairman : It is a form of security. 

Sir Purshotamdas Thakurdas : The gold is returned : there is only the 
interest outstanding. 

9080. Chairman : The scheme is to be confined only to gold ornaments 
'and not to jewellery and you are contemplating a limited experiment at 
certain 'centres for certain classes of people. There may not be much 
gold forthcoming in that case, because among most classes jewellery is- 
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more in vogue than gold ornaments? — That is so. As a matter of fact, gold 
and precious stones are mixed. 

9081. Sir Purshotamdas Thakurdas : Those ornaments would not be- 
aeceptable? — No. 

9082. When gold ornaments are brought to the treasury in accordance- 
with such a scheme, they have to be tested for their fineness. The orna- 
ments have always some alloy and at times they have also foreign materials 
inside. You would perhaps restrict the scheme to gold ornaments of a 
certain make only, not accept every gold ornament tendered ? — For example, 
not gilt. 

9083. I know some middle classes have gold ornaments which are- 
hollow, stuffed with lac inside. You cut that out and accept only gold' 
ornaments of a standard type which can be tested and weighed for fineness. 
Therefore there would have to be an expert staff to do this work? — Yes. 

9084. There are for example what you call choksies in the bazar in 
Bombay, they merely rub the gold ornaments against a stone and say it 
has 97 touch or 100 touch; they do it very well and as a matter of fact 
'all gold ornaments are tested and paid off in this way. I suppose it 
would not be good enough for a Government Department? — It would have 
to be more scientific. 

9085. If you want to have it on a fairly large scale, you would have to 
have an expert staff. Have you considered this point of view? — The 
difficulty of assaying and fixing the exact price is very great. Whether a 
sufficient number of experts would be avafiable and whether it would be 
worth while to engage them in many different centres are very difficult 
points to be decided. 

9086. Choudhri Mukhtar Singh : Is there not a gold testing machine? 

I suppose it is not a very costly machine? — My proposal is to appoint an 
expert, say for four districts; so that he can travel about and do the work 
one day a week at each place. 

9087. There would be difficulty in that? — There are various difficulties. 

6088. Sir Purshotamdas Thakurdas : Regarding Indians taking to ex- 
change business, do I understand you coz’rectly to say that you do not 
look upon the question of staff capable of dealing in exchange business as 
a dominating difficulty? — No. 

9089. It is one of the difficulties, but it could be got over, as you 
yourself said the Tata Industrial Bank carried on? — Yes. 

9090. It has been put to us in the course of evidence by various Indian 
commercial banks that the whole difficulty of Indian banks taking to com- 
mercial business is not the question of staff, nor the ciuestion of patriotism 
of the people in going to banks of their own nationality, but the question- 
of having a fair field for the operation of such banks. Do you agree with 
it ? — When you say that they have the clients coming to them, what do you 
mean by saying that there is no fair field? 

9091. I can give you the instance of the Tata Industrial Bank of which ' 
I was a director at that time. When they started exchange business, 
they did very well and they were able to get a good many bills here. 
When the bills were paid at the other end, the monev had to be remitted 
to India; they could not, get import biffs here to the same extent and 
'therefore had to fall back on the Councils. ( They were not on the list oh 
the ^Secretary of State. They tried to tender, but were told that they 
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i-could not, not being on the approved list. So far as I can remember it 
took them the best part of 2 or 3 years to get on to the approved list. 
These are the difficulties which face Indian enterprises in exchange busi- 
ness?— I agree. 

9092. On page 25 of the Special Banking Enquiry Number you have 
summarised in the last paragraph the burden of what we have been listen- 
ing to on this Committee from the Indian commercial community. You 
-say:— 

“It is pointed out that exchange banks established in other coun- 
tries attract only a small proportion of the total deposits of 
those countries and depend for their working finance largely 
on their head offices in the country of incorporation. At the 
same time, the question is asked, with increasing insistence 
for an answer, as to why, whereas the foreign trade of Indian 
bears only a small proportion to the huge volume of internal 
trade, foreign banks enjoy a disproportionate share of available 
deposits. There is a widespread feeling that in any future 
scheme of reorganisation of the Indian banking system, it is 
essential to secure full participation of the domestic banks in 
the financing of foreign trade 

.and you end up by indicating that these exchange banks should train more 
Indian staff. Do you think that is the only solution of the problem ? — You 
have put forward the same grievance as the Indian commercial community 
do, but the solution which you indicate is not the dominating difficulty? — 
I have concluded with an appeal in this sentence: “How Lord Irwin 
solves the coastal shipping problem may well be a lesson and a lode- 
star, by whose light the problems of foreign exchange banks and foreign 
insurance companies could also find a solution,” and to you I have to 
repeat, how this Committee will solve this question should be a lesson to 
similar questions that are bound to arise. 

9093. You have come here to advise us and to guide us and I am 
asking for your advice and guidance in this matter. An uncharitable critic 
very much interested in shipping would only comment upon that sentence 
as a pious wish which carried the shipping interests in India nowhere. I 
should like your advice and guidance as to what you would do more than 
extending a mere pious wish as that uncharitable critic said. Have you 
some indication from your friendly relations with exchange banks that they 
are prepared to realise the gravity of the situation as it is reflected in the 
paragraph quoted above? — They are realising it. 

9094. I hope that you will then work up something as you worked up 
the other thing? — I should think that exchange banks are realising that 
a changed outlook is necessary. 

9095. We may expect to hear from you to indicate the way by which 
you can help the progress towards better understanding and towards some- 
thing concrete? — I should certainly like to discuss this with more of the 
exchange banks. 

9096. At the moment I will leave it at that. Your solution of the 

difficulty is — An anti-climax. 

9097. In your written memorandum you say “The right to take deposits 
has everywhere been withheld from foreign banks; and if, we desist from 
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that course, is it not the least that the exchange banks can. do to under- 
take to staff then 1 offices with Indians up to an agreed percentage?” 
What would you look upon a satisfactory percentage to which the exchange 
banks may agree? — 50-50. 

9098. To be worked up to in how many years? — Much quicker than 
the Imperial Bank is working up its scheme. 

9099. The Imperial Bank is not to be put up as an ideal to work up 
to at all. You can criticise it as much as you like. We are tal kin g at 
the moment of exchange banks? — In ten years’ t im e 

9100. Do you refer to clerks when you say superior staff? — I mean 

people of the officers’ grade. 

9101. It has been pointed out by witnesses before this Committee that 
the import and exporc business of this country is carried on in currency 
other than that of this country which prevents this country from having 
a big discount market as it should have? — I agree. 

9102. A suggestion has been made to us that the import business of 
this country should be introduced in rupee currency. Do you agree? — Yes, 
I myself have made suggestions like that. 

9103. And do you think you can interest the exchange banks by inducing 
them to do so? — IT do not see any reason why in the case of India alone 
there should be an exception. 

9104. Therefore you agree that it is better to have the rupee bills in 
the case of the import trade of this country? — Yes. 

9105. You also agree with the view of this witness that the Govern- 
ment should give the lead by buying stores in rupee and not in sterling 
and that is a matter in which the Government can give an impetus to 
banking autonomy? — Yes. 

9106. Dr. Hyder : I wonder if you are aware that other countries, 
particularly Germany and America tried to have mark and dollar bills and 
thej’- came across this difficulty, that unless they had some special factors 
they could not compete with sterling bills. The factors were that the 
country must have, (1) a large foreign trade, (2) it must have shipping 
companies, (3) it must have foreign investments, (4) it must have a stable 
system of currency, (5) it must have peace, and (6) it must have exchange 
banks operating in the country as well as outside. These are the desiderata 
which were considered absolutely necessary in order that the Americans 
might have dollar bills or the Germans might have mark bills. Do you 
think in view of these factors whether we can straightaway adopt rupee 
bills? — It will be a matter of growth. You cannot create it by a magic 
wand, but the suggestion is that it should receive a fairly good impetus by 
Government buying imported stores through the High Commissioner of 
India at London in rupee currency. Except that we have no control over 
the exchange banks and shipping companies, we have practically control 
over everything else. My view is that conditions to-day are not unpropi- 
tious for a beginning to be made. 

9107. Do you think the High Commissioner asking for tenders* on behalf 
of the Government of India would be able to persuade the sellers to accept 
rupee bills ? — I think so. It would not be difficult for the buyer to dictate 
terms in these days of competition. This fact of the existence of competi- 
tion in itself shows that the present is the period most opportune to bring 
in rupee bills. The buyer is in a stronger position to-day. 

Vol. m 3 q 
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9108. Sir Purshotamdas Thakurdas : Dr. Hyder mentioned one item in 
ibis list which is rather pertinent to the discussion before us. He mentioned 
that the country should have its own exchange banks both in this coumr j 
and abroad. Does it not strike you as landing us m a vicious circle, and. 
do you not think that it is as a solution of that difficulty that you should 
import at this juncture in rupee currency? — Yes. 

9109. You say that “For a long period of years, exchange banks have 
had a practical monopoly of deposit banking in India; and aided by the 
cheap money they could command in England, they were able to make large 
profits and build up the large reserves that have given them their present 
impregnable position.” At present they have a practical monopoly of 
foreign exchange business. I take it that you are in agreement with those 
witnesses of the Indian commercial community who have appeared before 
this Committee and asked us to prevent the exchange banka from conti- 
nuing their present impregnable position. They say, do not allow these 
exchange banks to strengthen then* present position any further, and try 
and see that the Indian national gets his duo share in a manner which is 
legitimate and reasonable, as practised in other countries of the world. 
Would you call that a justifiable ambition and if so, would you subscribe 
to that view? — Yes. 

9110. I know that you have taken a great interest in the banking en- 
quiry. In your statement you have told us that at the commencement of 
the enquiry you thought the method employed was cumbrous and unwieldy 
and you have summarised your criticism and you have ended it up with 
good-will towards the Committee inspite of all the defects you found in it 
then. I take it you have seen the provincial committees' reports and I 
wonder whether you have had time to go through them. Do you think 
they have supplied this Committee and the public with material worthy of 
being considered? — It has been put to me by several persons that never 
before was an enquiry held in such a comprehensive manner giving the 
particular individuals on the spot opportunity to put forward their diagnosis 
of the case. 

9111. Do you think that is a fair summary? — I entirely agree that it is 
the regional way of conducting the enquiry. 

9112. You do feel that it has not been a waste of time and State 
money? — Yes. 

9113. Now, I wonder whether you have any other channels in which we 
should extend our activities which you would like to indicate before you 
leave us to-night. Is there any suggestion which you would like to make 
to us to enable this problem to embrace all points of view? — If I may say 
so, the problem which the Banking Committee would now be crystallising 
before them would be of two kinds, (1) in regard to the higher finance 
involved in the banking problem, and (2) in regard to the lowest strata of 
the problem, the provision of banking amenities to the poor agriculturists 
and the masses generally. In regard to the higher finance involved in the 
banking problem, I dare say the experts who would be arriving on she 
scene from abroad would be a great assistance. Now, in regard to the other 
problem, if possible in the final stages of your deliberations in regard to the 
settling of the conclusions as arising out of the various provincial 
reportsy I think if you would ask the chairmen and secretaries of those 
-committees to be with you it would help in co-ordinating the results better. 
Speaking^ generally, there have been several antagonistic points put forward 
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.in different reports about the co-operative movement. There may be many 
conflicts of opinion in other directions as well. If, therefore, you could get 
■together all the chairmen and the secretaries of the various provincial 
co mmi ttees, or other members of the provincial committees who have per- 
haps taken the keenest interest, if they could co-operate with you in your 
deliberations before laying down your final conclusions it would be helpful. 

9114. Chairman : I should like to know what advantage you think we 
shall get by this consultation. Supposing the Punjab Committee held a parti- 
cular view in regard to this matter of co-operative finance and Burma held 
•a different view and Madras held a third view, do you think by getting the 
chairmen of these three committees together, we should be able to get a 
view which all the three will accept? — Will not the matter be different 
with reference to local conditions in the different provinces? — Agreement 
amongst them is not essential for the purpose of our enquiry. When you 
-develop a scheme for India, take land mortgage banks, or industrial banks, 
you may decide there should be a kind of Central Board. These regional 
hanks may not correspond to various provinces, but might be governed by 
other considerations. In regard to arriving at those things, it might be 
useful in bringing them together. 

9115. Dealing first with land mortgage banks and industrial banks, you 
are aware that matters are mixed up with constitutional questions? — In 
what sense? 

9116. There are already land mortgage banks in certain provinces and 
they are now under the control of the provincial Governments. If you 
wanted to have regional banks, we cannot pursue that idea. The regional 
hanks must come under the control of the Central Government. None of- 
' the provincial committees have recommended in regard to land mortgage 

banks, regional banks. If this Committee on examination of the provincial 
reports came to the conclusion that, there are certain' matters which might 
usefully be discussed with the chairmen and secretaries of the various 
provincial, committees, it might be desirable for them to do so. Is that 
your view? — Yes. 
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When the Committee re-assembled this morning, Eai Promatha Nath: 
Mullick Bahadur, 129 Cornwallis Street, Calcutta, was examined. 




9117. Chairman : Will you kindly tell us a little about your experience 
in the field of banking? — In what way? 

9118. As to how you are interested in this matter of banking? — I am 
a director on the Agency of the Mercantile Bank of India Ltd., at Calcutta 
I was doing some private banking business of my own some 25 yeary ago. 
1 am a constituent of several banks including the Imperial Bank of India, 
the National Bank of India Ltd., the Lloyds Banks Ltd., the Hongkong 
and Shanghai Banking Corporation, etc. 

9119. Mr. Buclcley : I am not aware of any such local directorate of the 
Mercantile Bank of India as you have mentioned. Will you please let us 
know what it is — Mr. Hodson is one of the directors, Mr. Cromartie 
is another and I am also there. This directorate has been in existence for 
the last two years. 

9120. Mr. Rushforth : Could you tell us what is the function of that 
directorate? — I am not in a position to disclose the activities of the directo- 
rate. 

9120a. Mr. Buclcley : I suppose it is doing more or less trustee busi- 
ness? — Yes. 


9121. Chairman : You say that officers or heads of banks are often share- 
holders and can easily secure proxies for their mcminees from shareholder., 
vvho have to seek their help when they want to take loans from the bank. 
Lou, therefore, suggest that these officers should not have any voice in the 
appointment of auditors. Do you suggest that they should not secure 
proxies for the appointment of auditors or do you merely suggest that these 
officers should not exercise their votes as shareholders ? — My . answer . to 
that is that the management seeks sometimes to choke off legitimate criti- 
cism of the affairs of the bank by using their influence over customers and 
clients who have dealmgs wfith it. This is undesirable and can be, to some 
extent, checked, if they were prohibited from collecting proxies in Jdieir 
own name or from canvassing for proxies. It is for this purpose that t e 
names of the proxies are not disclosed in the annual general meetings or 



the bank as was done before. I have, however, no objection to the exercise 
' of their personal right as shareholders for voting generally. This is the 
•way in which the banks used formerly tq publish the names of the people 
present and the votes by proxy, but now they have discontinued this 
'practice. (Witness at this stage handed over to the Chairman a printed 
copy of the proceedings of a meeting showing the procedure followed by 
banks formerly in the matter of publishing the names of proxies etc.) 

9123. That is what the old Bank of Bengal used to do? — Yes; the Im- 
perial Bank does not do so now. 

9124. Mr. Manic Subedar: You say the Imperial Bank did not publish 
the proxy list at its first annual meeting? — No, they did not do so at the 
first general meeting after the amalgamation. 

9125. Chairman : Did not the shareholders object to that? — I did object 
on behalf of some of the shareholders. s 

9126. Did the majority of the shareholders oppose this arrangement? — 
The bank only says that so many shareholders are present without dis- 
closing the names. The majority of the shareholders are absentee share- 
holders mostly, on the continent and elsewhere. I have, however, no 
precise information as to where these absentee shareholders are, but I was 
told that the majority of the shareholders are absentee shareholders. 

9127. You suggest that auditors should be changed annually. It has 
been urged on the other hand that if auditors are changed so frequently, 
they will be unacquainted with the standing etc., of the clients of the 
bank and the audit would not be efficient. Do you think there is any force 
m this argument? — The point which I wanted to emphasise was as men- 
tioned in my supplementary statements that firms well-known as auditors 
•.should be appointed and not individuals from the different firms and that 
there should be same changes at least once in two or three years. I do 
nob consider that the efficiency of audit would suffer by such a change, if 
the selection be' proper. 

9128. Then to that extent you modify your answer in the written memo- 
randum? — Yes. 

9129. You say that ordinary joint stock banks should not have restric- 
tions imposed on their business but that big joint stock banks should have 
•some restrictions placed on their business. Would you kindly explain how 
you would classify joint stock banks into ordinary and big? — The distinction 
T have in mind is between joint stock banks registered under Indian law and 
foreign banks operating in this country from their headquarters abroad, 
-generally those banks have large capitals and it is not desirable that they 
•should work in India without any restrictions as before. 

9130. Here again do you wish to modify your written memorandum? — 
Yes, I do modify my answers a little after the personal enquiries that I have 
made in Bombay and elsewhere on this subject. 

9131. You suggest that the grant of loans should not be left to the 
absolute discretion of the directorate and officers of the Imperial Bank with- 
out any responsibility and that a special credit board should be appointed 
to decide these questions. In the first place, am I correct in assuming 
-that this proposal is made in view of the fact that the Imperial Bank are 
bankers to Government and that you would not press for the proposal after 
-a Reserve Bank is established? — The need for a credit board exists in every 
thank, I think the tragedies of the Alliance Bank of Simla and the Bengal 
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National Bank could have been avoided, if a competent and lionest board' ' 
had watched the credit and loan operations. In the case of the Imperial 
Bank of India tho need is all the more imperative, so long as they are- 
bankers to the Government of India and custodians of public deposits. 1 
do not think the loss incurred by the Imperial Bank in respect to the Bengal- 
National Bank would have taken place, if any efficient watch had been, 
kept. It is because the existing board did not provide sufficient safeguards 
that I suggest the creation of a credit board. This credit board would func- 
tion as the final authority without whose sanction loans’ above certain limits 
which they would fix could not be given or renewed, even if the board of 
directors recommended them 

9132. All that you have said is very interesting, but it is not an answer 
to my question. Will you please say whether you would press for your 
proposal even after a Beserve Bank is established in this country? — No„ 
not after a Beserve Bank is established. 

9133. Chairman: Would you kindly explain how you expect this special 
credit board to work better or to have greater responsibility than the existing 
central and local boards of the Imperial Bank? — The existing Central Board 
and the local boards have in their past dealings shown that proper watch 
was not exercised over the granting of loans to the Bengal National Bank,, 
which loans were held by the High Court to be fiduciary loaus; and it was- 
for this reason that the High Court did not give a decree in favour of the 
Imperial Bank. If on the ocher hand the Central and the local boards had 
kept a proper watch over these transactions, the shareholders of the Im- 
perial Bank would not have lost the money. 

9134. Therefore, your point is that though these boards are in existence,, 
the people on them are not, in your opinion, competent io discharge the 
responsibilities entrusted to them? — Yes, that is so. 

9135. Would you kindly tell the Committee how you propose this special 
board to be constituted? 

I suggest that the big depositors should be represented on the special 
board and also the big shareholders of rhe Imperial Bank, because in my 
opinion these people have greater stakes than the directors or the members- 
of the local or Central Board. 

9136. How would you get these men? Would you secure them by 
election? — Yes, by election. 

9137. From among the shareholders and the depositors of the Bank? — 
Yes. There is no provision at present as regards the qualifications of the 
members of the Central Board. I would suggest that shareholders of tbe- 
B(ink holding about a lakh of rupees each and the depositors holding about 
2 lakhs each should have ihe right of franchise. 

9138. What are the present qualifications? Have you any idea?- — Yes, 
they are laid down in the Act; I will read out, “No person shall be qualified 
to serve as Governor or as a member of a local Board who is not a holder 
m his own right of unencumbered shares of the bank, to the nominal 
amount of ten thousand rupees at the least: provided that this provision 
shall not apply in the case of a person who is an officer of the Bank or is 
nominated or appointed by the Governor General in Council. ,, 

The idea is that the man who is appointed hv the Governor General in- 
Council may not hold any shares of the Imperial Bank. 

9139. So you raise the limit of ten thousand to a lakh of rupees?— Yes.. 
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9140. How would you allow the big depositors to be represented ?~-Thr 
authorities will make a list of big depositors and out ol that elect people at' 
the annual general meeting. 

9141. This means that all the depositors will then have the right to 
elect members to this special credit board ? — Yes. 

9142. Therefore the people who will sit on this special credit board will 
be elected both by the general shareholders and by the depositors'? — Yes. 

9143. And the one lakh limit will apply both to shareholders and to< 
depositors? — One lakh in the ease of shareholders but 2 lakhs in the case 
cf depositors. 

9144. You say that ‘‘the word ‘bank’ should be restricted to those joint 
stock registered companies who satisfy the legal definition of the word 
‘bank”’. Would you kindly explain what definition you have in mind? — 
Only public limited companies should be entitled to use the word ‘bank’, 
provided they have not taken powers in their memorandum to engage in 
trading, in dealing in shares or moveable properties, and are not actually 
engaged in these operations. The watch in public interest m this direction 
should be kept by a central board working through a registrar of banks 
in each province. 

9145. So, here, you modify substantially your statement already made 
m your memorandum? — Yes; I was not very clear when I wrote that. 

9146. You say that local films and branches of foreign companies which 
do not ciaim the legal concessions extended to banks strictly so called should 
not be brought within the restrictions of the provisions of the law i elating 
to banks. Would you kindly explain what legal concessions you have in 
view? — Only banks registered in this country as public joint stock com- 
panies should be allowed to bake deposits, be members of Bankers Clearing 
House and receive rediscounting facilities from the State Bank. These 
are the privileges which banks will enjoy in future in India and neither 
local trading firms nor branches of foreign companies should enjoy them. 

9147. Here there are no legal concessions? — I made a mistake in 
putting in the word ‘legal ’ ; it is merely a technical error. 

, 9148. Mr. Manu Subcdar : You mean there is no law at present but that 

you expect that there will be one in future? — Yes. 

9149. Mr. Bamdas Pantulu : You refer to the amendment of the Indian 
Companies Act? — Yes, that and also the Imperial Bank Act. 

9150. Chairman : You point out that co-operative banks in this country 
are in their infancy and that their spheres of business should be protected 
from aggression by other classes of banks. Would you kindly explain how 
tills could be done? — The Imperial Bank or other banks ought not to lend 
at cheaper rates to large trading firms in a manner calculated to weaken 
the efforts of co-operative sale societies wherever such bodies come to be 
established. And in this connection I would like you to refer to the 
written evidence submitted bv the Poona Central Co-operative Bank on 
the point. 

9151. When you talk of the sphere of business of co-operative banks 
being protected, you are evidently referring to the co-operative sale socie- 
ties? — Yes,- I mean both. The co-operative sale societies advance money 
to the producers to catch the market instead of being swamped by the 
trading agents of big firms who give loans to these producers. 
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9152. At what particular place do this class of people do business? — 
Everywhere. 

9153. You say that to forestall the danger of directors of banks getting 
special facilities in obtaining loans for firms in which they are interested 
it should be provided that no director of a bank should be a director, mem- 
ber or partner or officer of any other firm, company or bank who have 
business dealings of this nature. Would you kindly favour the Committee 
with your views on two alternative suggestions which have been placed 
before us : — 

(1) that a limit should be placed on the amounts that should bo 

given to directors, and 

(2) that such loans should be shown in the balance sheet of fixe 

banks and be brought prominently to the notice of their 
shareholders ? — Many bad loans of banks are traceable to laxity 
on the part of Bank authorities on account of the influence of 
the bank directors who are also associated as directors or 
partners with the borrower. I therefore prefer strict rules 
which would preclude any firm or company in which a bank 
director is a partner or a director from borrowing from the 
bank. The safeguard indicated in the two alternatives referred 
to in your question -will not be adequate. 

9154. You say that the paid-up capital should be large and not a small 
fraction of the authorised capital. Would you kindly indicate what pro- 
portion of the authorised capital should in your opinion be paid up? — I 
object to the publication of a large figure as authorised capital as it mis- 
leads the ignorant members of the public, -it least one-fourth of the 
authorised capital should be paid up, and at least one-half of the issued 
capital should be called up. 

9155. You refer to want of sufficient cash to meet current liabilities., 
Would you lay down by law the cash reserve to be maintained by banka 
as a definite percentage of such liabilities? — The banking board should 
provide a regulation by which banking institutions under fifteen years’ 
standing would be obliged to keep about 15 per cent, cash reserve either 
with themselves or with the bankers. It is desirable that the percentage 
of liquid resources should not be less than 33 per cent, but I would prefer 
this to be done intelligently by a regulation of the banking board rather 
than by statute. With regard to banks of longer standing than fifteen 
years the regulation may be less stringent. 

9156. I do not recollect that in your memorandum you have recom- 
mended a banking board? — No. 

9157. Then what is the banking board you are referring to? — The Board 

of the Reserve Bank you referred to. , 

9158. You say that the Registrar of Joint Stock Companies should be 
given power in the first place to make recommendations for the protection 
of banks against unjust attacks, by way.>of a preliminary enquiry, and that 
the final authority to grant such protection should be the court of tidal of 
issues before it on full evidence produced before itself. Would you kindly 
explain what kind of protection this would give to banks? — Before an open 
enquiry takes place, which is likely to affect the credit of a bank, the 
Registrar of Joint Stock Companies or any other authority which may be 
hereafter instituted should be satisfied that there is a prima facie case. The 
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party who attacks the bank frivolously or out of malice should be liable to 
punishment, if the Registrar or the authority referred to, places the matter 
In the hands of the Public Prosecutor. 

9159. You say that the heads of banks should be men of high European 
-academic reputation and banking experience, of high social position and 

integrity, not to be carried by likes and dislikes, which is inevitable with 
those who have been in service in India for a long time. Is it your inten- 
tion that heads of banks should be appointed from outside India or is it 
your intention that Indians selected for such office should combine European 
academic qualifications with banking experience? — What I had in mind was 
that it was very desirable that the manager of a bank should be selected for 
his probity, banking experience and right judgment. Such qualifications 
are more likely to be found in men who start life after high education and 
with the benefit of observations in foreign countries and banking. 

9160. You say that Indians serving as probationers in the Imperial Bank 
have all been disappointed more or less as could be gathered from reliable 
information. The impression that the Committee has gathered is that this 
scheme of probationers has worked satisfactorily and that the banks have 
been able to appoint many as agents or accountants in charge of then* up- 
country branches from these assistants. Would you kindly tell the Com- 
mittee what reliable information you have to disprove this impression? — 
My reference was not to the few Indian probationers of the higher grade 
referred to in your question. But even they are also discontented having 
regard to their position compared with Europeans of the same standing in 
every respect. I was referring to Indian employees of the Bank and I have 
forwarded to you printed copies of the representations regarding employees' 
grievances which were freely ventilated in the Press. 

* 9161. If banking service is to be Indianised, then Indians should be 
content to serve on lower rates of pay than Europeans ; otherwise there is no 
advantage? — My complaint is that these recruits from England have nc 
^qualification except that they have worked for some time in certain banks 
in England; while these Indians with high University education and res- 
pectable family connections have to be content with inferior salaries; the 
difference in my opinion is purely of colour. An Indian as a second grade 
Assistant in the Imperial Bank starts with Rs. 300 while a European recruit- 
ed in England gets a higher pay and in addition enjoys more favourable 
leave rules. 

9162. That applies to everv branch o f Government service in which 
Indianisation is taking place. The rate of pay foi the Indian is less than 
that for the European : the leave rules for the Indian are less favourable 
than those for the European. That, so far as I know, is deliberate. The 
idea is that when the Service is fully Indianised, the cost to the country 
will be less. You say that the bank employees are all disappointed more 
nr less ; it may be they are disappointed because they are not getting the 
same rates of pay or their leave rules are not so favourable as those of the 
European recruits. Is that your only point? — Yes. 

9163. You say that the bank rate should be such as would not make 
it possible for the stock market ever to collapse like a house of cards. 
Would you explain your suggestion a little more fully ? — A collapse on the 
stock exchange may be the result of many causes but a sudden restriction 
-or withdrawal of credit is also sometimes the immediate cause. This 

could be obviated by a more conservative policy in lending on stock and 
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shares, so that larger margin may not be necessary with every fluctuation^ 
It is unwise for a bank to encourage speculation and in their own interest 
they should mot lend heavy sums at cheap rates to jobbers. They should not 
give call money to stock brokers. 

9164. Can you give any ease in which there was a collapse in the stock 
exchange market? — Yes, in the Bombay Stock Exchange market, there was- 
a complete collapse. 

9165. When did that happen? — Only two or three years ago. 

■ 9166. You say that provision should be made that particular banks of 
each class should be amalgamated with certain approved banks of the same- 
class after a fixed number of years. Is not such amalgamation of banks- 
subject to the approval of shareholders? Would you kindly explain how 
any legislative provision is feasible? — I did not want any compulsion in 
the matter of amalgamation which should take place with the approval of 
shareholders, bub I consider it desirable that Government should encourage 
small and isolated banking institutions to amalgamate, so that 'dtey gain 
strength and work more economically in the best interests of the country 
to save themselves from foreign coinpelition. „ 

9167. In answer to question 12, Section V, enquiring whether you have, 
any information regarding the general agency business done by banks in 
India for their constituents, you say ">yes”. Will you kindly mention in. 
some detail the information you possess? — I know the banks collect hills, 
buy stocks and shares and arrange remittances for their constituents. 
Certain banks arrange the warehousing of goods as well as clearing of goods- 
and forwarding the value of their clients. I understand the Imperial Bank, 
allow their branches to act as agents for Insurance companies. I know also 
exchange banks would render all necessary service for a merchant in Delhi, 
Qawnpore, and elsewhere, in connection with imported goods, bringing them 
right up to his door. 

9168. Mr. Ramdas Pantulu : In reply to the Chairman I thought you 
said that you would not press your proposal for a special credit board when 
a Deserve Bank was established. I understood you to say from an earlier 
answer that the proposal for such a board was not; based upon the fact that 
the Imperial Bank was a Government bank but that you thought it would' 
be necessary in the case of all big joint stock banks. The Imperial Bank 
being the biggest joint stock hank, do you not think that such a board 
would be all the more necessary ? The Imperial Bank will certainly beeome- 
bigger from a commercial point of view when the Deserve Bank is estab- 
lished, because restrictions now imposed on them to do oommerical work 
would be withdrawn and the necessity for a credit board would become all 
the more greater? — My idea is that as soon as a Deserve Bank is established, 
the prestige of the Imperial Bank would be lowered and as the Imperial- 
Bank has no knowledge of exchange business, it would be at a disadvantage- 
ous position compared to other exchange banks. If the Deserve Bank were 
to allow the Imperial Bank to be their agent, in the mofussil, the Imperial 
Bank’s business would, to a great extent, be less relmunerative than it is atr 
present. 

9169. I thought the Deserve Bank was not going to finance industries,, 
etc., direct? — The question of a Deserve Bank is not at all finally settled. 

9170. Assuming that it is established, the Deserve Bank would only 
finance industries and the people in the country through the banks, and 
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tlie Imperial Bank, functioning as one of the biggest commercial banks r 
•would still be there. Would you then press your proposal for a special credit- 
board? — The Board, as it is, does not safeguard the interests of the share- 
holders in many ways. We know how in Madras, Bombay and Calcutta 
shareholders have to make good large sums of wrong payments from their 
profits. Then again there is this instance of the Bengal National Bank 
affairs. The banks say they would not finance industrial concerns on 
account of their liquid resources being held up for a longer period- But 
they do advance big sums like 30 or 40 lakhs to men like Mr. Gaulstan on 
landed properties. There is no restriction and no one has got to say any- 
thing about it. 

9171. Do I understand you to mean that if a Deserve Bank were estab- 
lished, the Deserve Bank Board would take care to see that the banks- 
financed by it functioned properly and that tbe Imperial Bank Board be- 
haved better than they do now? — That has got to be seen; it is a prospective 
thing on which I cannot base any opinion. My view-point is that so long 
as the Deserve Bank is not established, a special credit board is necessary 
and imperative. 

9172. You say: “Especially the co-operative banks in this eountiy are 
in their infancy, and considering the very useful work they are doing to the 
tillers of the soil, bigger agriculturists, the manufacturers, middle class 
people and to all indigenous industries, their sphere of business should be 
protected from aggression by other classes of banks who help profiteers and 
monopolists.” Would you kindly say whether any aggression is going on- 
now and if so, in what form? — The Imperial Bank or other banks ought 
not to lend at cheaper rates to large trading firms in a manner calculated' 
to weaken the efforts of co-operative sale societies wherever such bodies? 
came to be established. 

9173. In an area where a co-operative bank is operating, if money- 
lenders want to help agriculturists and go to the Imperial Bank, do you. 
think the Imperial Bank should not lend money to them? — Yes. 

9174. But do you think that co-operative banks are catering to tbe 
needs of all the agriculturists, or any large portion of tbe agriculturists, in 
any area? — Co-operative banks have not got so much money to meet all 
the demands of agriculturists and it would be better if the Imperial Banlc 
were to lend money to co-operative banks and through them finance the 
agriculturists instead of the exchange banks taking up all the produce and 
deriving the benefit either themselves or through their constituents. 

9175. Would your answer apply even if co-operative banks were not in- 
need of funds and had their own funds? — After consultation with Mr. 
Apte of the Poona Co-operative Bank, I understand that there exists a 
competition between co-operative banks and the Imperial Bank. I find' 
it in the written evidence before the Bombay Provincial Banking Enquiry 
Committee. 

9176. Is the Imperial Bank feeling jealous of co-operative banks? — My 
point is that the exchange banks or the Imperial Bank should not be a 
competitor of the co-operative bank. 

9177. But if other people whom the Imperial Bank finance go io agri- 
culturists and would not lend them at lower rates of interest than co- 
operative banks do?- — They lend at the bank rate to the middleman. 
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9178. I have not found any middleman who derives his resources from 
the Imperial Bank going to the villages and trying to lend to agriculturists 
whom the co-operative societies try to approach? — There are big jute firms 
who take out loans from the Imperial .Bank at the bank rate and send out 
agents to villages. They buy the whole produce from the field and bring' 
them to Calcutta and a firm of recognised brokers give a guarantee. On 
their guarantee the Imperial Bank advances money. 

- 9179. Do co-operative banks do the same business? — No. 

9180. Then how do you say they compete? — You may refer to the evi- 
dence given by the Poona Co-operative Credit Bank, Ltd. 

9181. Have you any personal knowledge of competition between persons 
who derive their finance from the Imperial Bank and the Co-operative 
banks? In Madras people who obtain funds from the Imperial Bank have 
actually lent to agriculturists at rates higher than those charged by co- 
operative banks ; still the agriculturists go to these people because the terms 
•on which they get credit are much more informal. — I have no personal 
knowledge. 

9182. You suggest that ‘it should be provided that no director of a bank 
should be a director, member or partner or officer of any other firm, com- 
pany or bank who have business dealings of this nature.’ Do you not think, 
this will shut out business talents from the board of such a bank? — There 
is not only one bank in India, but there are several banks. If a director 
of a certain concern is not a director of a bank, he can go to other banks 
and take loans. 

9183. Are you also referring to firms and other business companies? 
As soon as anybody connected with a firm becomes a director of the Imperial 
Bank, is that firm to be shut out from all credit dealings with the Imperial 
Bank? — Yes. 

9181. If he has been enjoying credit facilities from tho Imperial Bank? — 
Let him not be a director of the Bank. You know what happened with 
the Alliance Bank. 

9185. What happened with the Alliance Bank does not happen with a 

.hundred other banks? — What happened with the Bengal National Bank? 
We have to judge things from our own experience. r * 

9186. So far as Madras is concerned, both European and Indian firms 
have representatives on the Board of the Imperial Bank and if your rule 
is to be applied, they have to withdraw all their representatives? — 1 am 
not prejudiced by colour question especially at a time when we have 
hopes of our Government being remoulded on non-racial lines. My posi- 
tion is that no firm having credit dealings with a bank should have any 
voice in its management. I have placed my submission before the Com- 
mittee and it is for them to decide what should be done. 

9187. With regard to Indianization, I quite appreciate the national senti- 
ment you express, but in India we have to substitute Indians in place oi 
Europeans employed at present gradually. Do you think that Indians 
should be started on the same pay as Europeans and that as soon as a 
national constitution comes into force, their pay shouIcT be cut down, say, 
by half or one-third? — In Bengal they start on Bs. 18 a month; in Bom- 
•bay on Rs. 40, 50 or 60. A stenographer typist starts on Bs. 100 or 150, 



1087 


but lacly-typisfcs get Bs. 300. All these go to increase the cost of establish- 
ment of a bank. This differentiation in pay is the chief cause of discontent. 
The proceedings of the third annual anniversary meeting of the Im perial 
Bank of India (Indian Staff Association) for the session 1922-23 contain 
the following: — 

Revision of saluries of clerks. — -In view of the economic distress 
which is still tormenting clerks with all its fury, the Associa- 
, tion approached the authorities last year for the introduction* 
of the Bombay scale of pay in the Bengal circle of the bank. 
Ihe memorial was replete with suitable materials and well 
founded on facts and figures, but no definite result has been* 
achieved by us as yet. The local board of the bank has 
already expressed its views on the point and the Association 
proposes to make an analytic and critical study of the same 
as soon as the next opportunity presents itself.” 

9188. Mr. Mukhtar Singh : May I know whether you have any personal 
knowledge of co-operative sale societies, especially the jute sale societies in 
Bengal? — I have no personal knowledge. 

9189. You said that there should not be any competition between the 
Imperial Bank and the co-operative sale societies and you gave us an 
instance of the jute merchants obtaining money at very low rates of interest 
irom joint stock banks and distributing the same among the agriculturists. 
Bo I understand from this that the agriculturists who obtain in this way 
money from the merchants are forced to sell their produce to the merchants 
alone at the price which they dictate to them? — Yes. 

9190. The agriculturists cannot go to the sale societies and they are 
suffering. Is that the idea? — Yes. 

9191. Is it the general custom in Bengal that cultivators of jute are given 
advances by merchants and the merchants give such advances in order to 
enable them to purchase the produce from the cultivators at rates that they 
dictate to them? — Yes. 

' 9192. So the sale societies are working only as sale societies and they 
cannot purchase jute? — Yes. 

9193. A sale society dealing in jute cannot be successful until and unless 
the sale society also works as a credit society? — Yes. 

9194. The sale department and the credit department should be com- 
1 ined, otherwise the sale society would not be a success. — That is so, so far 
as Bengal is concerned. 

9195. Suppose there are two probationers in a bank, one an Indian and 

the other a European, who started life together, one getting Bs. 300 and 
the other Bs. 500. If we have to Indianise, we have to give lower pay to 
Indians, so that ultimately the whole thing may be worked at a lesser cost. 
Is it only a question of less pay or is there anything disappointing to the 
Indian on account of the status that ho holds in the bank? — If the bank 
wants to reduce its cost, I have no objection to the pay of Indians being 
kept at what it is at present. But at present the Imperial Bank is appoint- 
ing more Europeans than Indians. , 

9196. That is not my point at all. Suppose the European, who is doing 
the same kind of work as the Indian, gets more pay than the Indian does. 
I 9 fbe European considered to be of a superior status or are both consi* 
dered to be of the same level ? — They are almost on the same level. 
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9197. If there 'is a question of promotion, will they get it irrespective 

■of the .fact that the one is drawing Us. 300 and the other Bs. 500. The 

pro'motion would go to the European. 

9198. So as regards promotion, the Indian is at a disadvantage? — -Yes. 

9199. You consider that as regards grade promotion, the same rule 
-should apply to both Indians and Europeans, that is whoever c-omes in 
grade must get the higher pay? — Yes. 

9200. You suggest that persons connected with certain firms should not 
be appointed as Directors. You know, that there may be good financiers 
connected with a number of banks and a number of firms. How would it 

'be possible for them to cease their connection with their firms? — My idea 
is that if such men are in the directorate, there is a chance of their getting 
loans in preference to others. 

9201. Suppose a man is connected with, say, ten different mills; if he 
.becomes a director of a bank, he may not be able to get credit from it? — 
If he is connected with ten mills and if his position is sound, I do not think 
there would be any difficulty in his getting a loan from a bank without 
being one of its directors. 

9202. But if those firms had dealings with that very bank, why should 
'they go to another? — It is not desirable that the bank’s 'money should be 
monopolised by heads of firms. 

9203. It does not mean monopoly ? — If the directors- want a loan and 
if the public want a loan, will the bank give it to. the public or to the 
directors? — Certainly, directors will get it in preference to public. 

9204. Mr. Dcvadhar : You have proposed a special credit board and, in 
reply to the Chairman, you said you would like to have certain members 
represented on that Board, out of those who have purchased share capital 
as also deposits. I think you said that you would like to have shareholders 
having shares of the total value of one lakh to bo represented on the Board 
and also depositors depositing 2 lakhs to bo similarly represented.. Does 
not the shareholder take a larger risk in the business than a depositor? — 
The shareholder and depositor are not in the same position. The share- 
holder gets a return for the money, but the depositor lends' the money to 
the bank and the bank makes a profit out of it; so the depositor’s position 
is in no way inferior to that of the shareholder. 

9205. But who stands to lose more? — I think the depositor, because 
he gets no interest out of his money other than the- usual bank rate. 

9206. Does not the shareholder undertake the risk of lbsing his money ? 
— He does in the same way as the depositor does stand to lose his. If the 
'•bank fails, the depositor loses the whole money. 

9207. You refer to co-operative banks as institutions ■ requiring some 

special protection. Is this demand being made by any co-operative institu- 
tion? — Yes, I have heard it being made by the Poona Co-operative Bank, 
Ltd. 1 ■ 

9208. Were you in correspondence with the Poona Central Co-operativ® 
Bank? — No, I only read it from their written evidence. 

9209. What was their complaint? — Their complaint was that they 

advanced money to the producers at 9 per cent., while the Imperial Bank 
-or other exchange banks advanced at the bank rate, which was less than 
"9 per cent. " ‘ ' 

9210. Therefore they wanted this protection? — Yes. ' 
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9211. In tlie same -connection you have said in your memorandum: 
"“Especially, the co-operative banks in this country are in their infancy, 
.and considering the very useful work they are doing to fche tillers of the 
'Soil, bigger agriculturists, the manufacturers, the middle class people and 
to all indigenous industries, their sphere of business should be protected 
from aggression by other classes of banks who help profiteers and mono- 
polists.” Would you tell us what business is left to other banks? — That 
is more than I can tell you. 

9212. Except probably that business which would enable them to make 
•a higher profit? — So far as I know, the maximum of the profit is made 
from exchange business. 

9213. By 'co-operative bank’ you mean a bank which is financing the 
-agriculturists and providing funds for meeting their various needs? — Yes. 

9214. You want the same kind of bank to do the financing for manu- 
facturers? — Yes. 

9215. Or do you want a different type of banks? — If advances are made 
at a proper and reasonable rate, I would have no objection to co-operative 
banks doing the financing for manufacturers. 

9216. Have you any co-operative bank in view which, according to your 
idea, is doing this two-fold work? — 1‘ cannot tell you precisely. 

9217. Would such a thing be allowed under the co-operative convention 
, or constitution? — I do not know. 

9218. Are these mere suggestions of yours, or are they actually com- 
plaints or suggestions received from some co-operative institution? — 1 can- 
not tell you at this stage how I came to write them when I submitted my 
.statement. 

9219. Are you connected with anv co-operative financing institution? — 
No. 

9220. These suggestions have more or less been culled from newspapers 
giving an account of co-operative banks? — Yes, out of co-operative credit 
societies’ reports. 

9221. Do those reports deal with these suggestions? — I am not certain. 

9222. I should like to know how these have come in? — They have come 
•out of my readings of newspapers and reports of co-operative societies. 

9223. 'Can you refer us to any particular report where we can read these 
particular recommendations of yours? — No, except what I referred to be- 
fore. 

9224. Mr. Devadhar: When you talk of infancy of the co-operative 
movement, do you strictly interpret it in the literal sense of the term? — 
What I mean to say is that it has not yet proved to be a success. When I 
say it is in its infancy, I only mean that it is a growing institution, which 
has not yet been perfected. 

9225. Then what do you think of a co-operative bank -which has been 
in existence for over 21 years? Will you still say that it is in its infancy? 
Yes, I will still call it so. 

9226. Sir Hugh Cocke-. You said that you were in favour of, having & 
firm of auditors to audit the bank accounts rather than individual audi- 
tors? — Yes. 

9227. What is your reason for saying that?-— A firm pf auditors, will 
command greater respect than an individual auditor. 
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tJ228. It has been suggested to us by some witnesses that the auditor* 
ftiiould be men of some standing and at least a few years’ experience. 
Would you like to place any limit on the experience and seniority of auditors- 
auditing the bank accounts? — I certainly agree that auditors should be men 
of great experience and standing. 

9229. Would you allow any single auditor working under a firm’s name 
to audit accounts of banks? — That is rather a difficult question to answer 
Provided the firm commands sufficient respectability, I do not see an} 
reason why it should not. 

9230. You said that you were against officers of banks using proxy 
votes, but you were not against their using their individual votes as share- 
holders ? — Yes. 

9231. In other words you imply that only shareholders should be 
allowed to vote at the annual meetings without any proxy votes? — Yes, in 
case of bank officers only. 

9232. You mentioned that depositors with Bs. 2 lakhs should have a 
right to elect one or two from among themselves as directors of ba nk s to 
the credit board. Would you place any limit of time on their - deposits?* 
Where will you draw your line of demarcation? — At least the deposits must 
stand for one year. 

9233. Mr. Ramclas Pantulu : Should the deposit continue after the elec- 
tion or can it be withdrawn?- — He must continue to be a depositor even 
after the election. 

9234. Sir Hugh Cocke: With regard to the question of “dead stock” 
quoted in the balance sheet of the Bank of Bengal and the increase of 
about Bs. 284 lakhs in the short period of two months of December 1920 and 
January 1921, surely this cannot be an appreciation; I presume it merely 
shows an enhanced figure because of amalgamation of other items. Is- 
that not so? — Your guess cannot be correct; here is the explanatory note 
on the final balance sheet, it does not say so. 

Chairman : Possibly when the three banks were amalgamated, they 
would have increased that figure by revaluation or otherwise. 

Mr. Manu Subeclar : It might also be probable that they might have- 
removed their secret reserve and appreciated the value of “dead stock”. 

The domestic scheme referred to in the special meeting before the 
amalgamation does not bear out your conclusions. 

9235. Mr. Rushforth : You say that iffie “cost of management of a bank 
should be in due proportion to its capital and work, and it may be reduced 
by curtailing overhead charges; the pay of the heads of banks should be 
according to their respective qualifications and should be governed by the 
bank’s annual profit and not one uniform pay, irrespective of its profit 
and loss”. Is it your idea that bank managers should have only a nominal 
salary over and above a certain percentage on commission and profits? — 
At present there are two Managing Governors for the Imperial Bank of 
India who are paid Bs. 10,000 every month and everything found. Ev4n 
the Managing Governor of the Bank of England does not draw such a 
large salary. Then again, there is no need for two Managing Governors 

. of the Imperial Bank, as only one of them at present actually looks after 
the affairs of the Imperial Bank. So, my point is that the overhead charges 
of the Imperial Bank are very heavy. So also of other banks. 
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9286, I am not concerned with actual figures, but I am only concerned 
with your point or principle of' paying bank managers on the basis of. the 
profits earned by the bank, because it has been represented to us that this 
1 principle is a dangerous one as bank managers will try to show more profits 
to increase their own earning ? — :My idea is that the salaries should be paid 
in the same proportion as they are paid in English banks. 

9237. So, you. only compare the general level of salaries ratter* than 
make them a. basis of the profits earned? — That is so. 

9238. Dr. Hyder : In reply to the Chairman you said that the bank 
rate should be such that the share exchange should not collapse like a house 
of cards. What is your view about it; should the bank rate be high or 
should it be low? — My point is that if you advance money on speculative 
shares, the margin should be higher than the usual bank rate. 

9239. Then is it your intention to have two bank rates? — Banks gene- 
rally grant or refuse loans without assigning reasons. Sometimes Imperial 
Bank makes advances to some constituents at even less than the bank 
rate. I therefore say that it is within the province of the Imperial Ba nk 
to increase or decrease the bank rate to certain constituents. 

9240. You say that “in case of compulsory liquidation of banks, all 
depositors should first be paid in full, then the menials, workmen, etc.”. 
What is it you are referring to when you talk of menials, is it their pay 
or their deposits? — It refers to deposits. 

9241. If it is deposits to which you have referred in the case of menials, 
then I thought you would have placed their case first in the matter of pay- 
ments. Anyway I will leave it at that and proceed to further questions. 
Are you connected with the University of Calcutta? — No. 

9242. Is there any university which gives a special degree in banking ? — 
I know that in England there is an Institute of Bankers which grants 
degrees or diplomas for men trained in banking. 

9243. You have made a very interesting observation in your memo- 
randum and say that the greatness of the English nation rests on banks 
and bankers. Does the greatness of England^ depend on this alone or are 
there other foundations as well, such as commerce? — That is so. Com- 
merce also' plays an important factor. What I mean to say is that Gov- 
ernment and Banks are interdependent. Take, for example, a recent 
instance which I read in the papers. Mr. Winston Churchill wanted to 
introduce certain legislation for the introduction of a big silver coin, but 
the banks would not agree. 

9244. Could you tell us more about it? — If you want me to give any 
reference on this point, I shall send them on to you. 

9245. Mr. Manu Subedar: You say that the “Government post office 
savings bank and cash certificate system very largely interfere with the 
true banking system of a country”. What had you in blind when you wrote 
this? — Government have usurped the functions of banking in this way by 
tapping all the money in the villages. 

9246. Do you object to the volume or to the rate of interest or both? — 
Government give about 34 per cent or so on savings banks> and about 54 
per cent or so on the cash certificates. If Government tapped the re- 
sources of the poor people, then they should be prepared to pay the rate 
of interest which is almost conventional with the other banks. 

Vo l. ni 3 R 
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9247. You say Government should not borrow at such high rates. 1&. 
that not jour point? — That is also my point with cash certificates. 

9248. Referring to the high rates of interest paid on sterling loans for 
India raised in England, you say that this was not due to the Congress 
resolution at Lahore or to activities of the extremist section but, more or 
less, to the wrong financial policy followed by the Government of India 
and its want of a sound currency, and bankers worthy of the Government 
of India. Are you in favour of sterling borrowings abroad for purposes of 
Government in this country ? — I am dead against it. 

9249. Therefore, even if Government had borrowed at a lower rate of 
interest in England, you would have objected to it? — Yes. 

9250. Would you attribute it to undue fear on the part of the Ei nance 
Department of the Government of India? — I cannot make any reflection, 
on the Einance Department, but that is my humble submission. 

9251. You do not think it was due to the political situation in India? — 
.No, certainly not. 

9252. With regard to the registration of mortgages given to banks, you 
suggest that before a mortgage with a bank can be completed, information 
would have to be given to all the other banks and an assurance secured 
from them that the property had not been previously mortgaged. Have 
jou made this suggestion in view of any case that has arisen in connection 
with this subject? — Yes, the Guzder ease was in toy mind. 

9253. Would you also provide such a provision in the case of equitable- 
mortgages which arc in operation in the presidency towns? — Equitable 
mortgages are also registered, although some people out of fear of losing 
their good name do not agree to have equitable mortgages registered 

9254. But it is very unwise for banks? — It is so. 

9255. You would therefore suggest that a special register should be 
maintained of mortgages with banks? — Yes. 

9256. It would be easier generally if there is a special register from 
which it could be ascertained whether a particular property has been 
mortgaged with any bank or not ? — That is so. There is no co-ordination at 
present between the existing banks in this connection. 

9257. With regard to the legal definition of banks, this Committee is 
naturally expected to do something in this connection and I understood 
from your reply to the Chairman that you would exclude all institutions 
which are trading in stocks and shares except for their own holdings and 
similarly those who are trading in immovable properties except those that 
come to them as collateral. Is that not so? — Yes. My idea is that the 
functions of a bank are very well known and should strictly be confined 
to it- 

9258. Of course the broad functions are well-known, but there is the 
borderland question which has got to be decided. Subject to those condi- 
tions you would not have any objection to an institution using the name 
bank? — That is so. 

9259. With 1 * regard to the prohibition of bank directors taking loans, 
without giving any names, could you tell us whether you have heard of 
any bank that has lost anything on account of loans given to its directors. 
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apart from the cases of Alliance Bank of Simla or the Bengal National 
Bank where frauds were perpetrated? — I cannot say. I do not specifically 
remember any particular case. 

9260. Chairman : I think in answer to Mr. Mukhtar Singh you said 
that co-operative jute credit and sale societies would be very useful institu- 
tions in Bengal. Are you aware that such societies have existed in Bengal 
and do you know what their experience has been in this matter? — You have 
read in the papers something about them; have you read that their 
experience has not been particularly happy? — I have read that, but I 
cannot disclose the reasons for their present bad state of affairs. 

9261. With regard to the higher staff of the Imperial Bank of India, 
you said something in answer to Mr. Mukhtar Singh about the status of 
the European and the Indian assistants. Have you any precise knowledge 
of the scheme which is actually in operation in the Imperial Bank 'at the 
present time? — Yes ; from the copy of the correspondence that I have 
forwarded to you, you will see that the Imperial Bank forwarded to me 
the particulars in regard to the position in Bengal. 

9262. Have \ou any information as to how this scheme has actually 
worked? Have you am personal knowledge? — I interviewed Mr. Stewart 
of the Imperial Bank at Calcutta and he would not tell me anything exactly 
but only gave me an evasive answer. He would not disclose all the facts- 
to me. Possibly you must have obtained better information. 

9263. Erom the information which we have in our possession it seems 
that the answer which 3 ou gave to Mr. Mukhtar Singh is apparently not 
correct? — When I 'made further enquiries in regard to this matter at Bom- 
bay and Poona recently, an Indian officer in the second grade in the service 
of the Imperial Bank told me that there is very great discontent in the 
Indian ranks because they are not getting their legitimate promotions as 
Europeans do. That is all that I can tell you. 

9264. In answer to Dr. Hyder you said that there is an Institute of 
Bankers which gives licences or diplomas. Are you aware that in India 
you have an institute of bankers ? — Yes, it was only recently established, 
but it is not working properly. 

9265. If that is your information, I shall not proceed with that poiht. 
I think in the course of your answer you said that Government taps most: 
of the money in the villages. Do you know that in the villages there are 
no banks and that but for the post office savings banks in those places, 
there would be no institution which would develop the habits of thrift 
among the villagers? — I have said that I am for the establishment of State 
Bank for tapping mofussil capital. 

9266. Chairman, : You say that you want a State Bank. Will that- 
State Bank have a branch at every mofussil station where at the present 
moment there is a post office savings bank? — My idea is that the State 
Bank will do the Currency business and Treasury work, and also do the 
industrial and land mortgage business. 

9267. Have you at all tried to picture to yourself what the cost o'f that 
organisation will be ? — The Government, through the Post Office, have been 
doing that work ; now that work has only got to be improved. 

9268. Surely, you do not mean to suggest that there is a defect in the 
system. So far as I know, the post office savings bank arrangements are 
verv much appreciated by the public. I do not quite understand what you 

3 e 2 
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mean by improvement? — By improvement I mean certain facilities to be 
given to illiterate people in the mofussil in the matter of withdrawal of 
money etc. 

9269. I have administered that Department myself for over five years 
and I know that the postmaster has to be satisfied, before he disburses the 
money, that the money is not being paid to the wrong party. So far as 
my experience goes, there has been no complaint from the mofussil stations. 
lYour original idea was that there should be a big State Bank and that this 
State Bank should have a branch at every mofussil station where there is at 
present a branch of the Post Office Savings Bank. The other day a witness 
told us that the post office savings bank is being worked very economically ; 
that the postmaster seldom gets more than Bs. 150 per mensem; normally 
he gets about Bs. 100. This, no doubt, is a very cheap arrangement. If, 
on the other hand, you were to substitute for that machinery a regular 
branch of the State Bank, the cost is bound to increase. — I wish to make 
my meaning clear. There has been a great talk about the deposit habit. 
Government have withdrawn the stamp duty to popularise the cheque 
system all over India. I know for certain that certain people do not go 
to the postal savings bank on account of their illiteracy and on account of 
the difficulty in withdrawing money. What they do is to deal with the 
post office through a third party, possibly a son or some other relative, thus 
exposing themselves to the possibility of their being 'deceived. If Govern- 
ment can introduce some such system as the postal cash certificates where- 
by illiterate people can deposit their money and also withdraw their money 
in the same way as notes, it would be a great advantage. 

9270. If they are so illiterate and in addition sc gullible as to be deceived 
by their own relatives, How can a solution be achieved? — By introducing a 
system of coloured notes, different denominations being represented bv 
different colours, red, blue, etc. 

9271. Have you at all considered the possibility of fraud in the various 
directions which may arise from such an arrangement? — Of course there are 
two sides to every question. If illiterate people can be guided by colours 
in the matter of recording their votes, then the system of coloured notes 
could be introduced safely. 

9272. My point is : if, for instance, red notes are issued by some Trea- 
sury, what stands in the way of similar red notes being manufactured by 
millions of people who will be anxious to make money ? — I admit there will 
be no safeguard. 

9278. Therefore, I take it that you are not so keen on replacing the 
postal savings bank system by a scheme of coloured notes? — Not under 
the circumstances you mentioned. 1 
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THIRTY-FIRST DAY. 

Tuesday, 14th October 1930. 


Present : 


Sir Bhupendra Nath Mitra, Iv.C.S.I., K.C.I.E., G.B.E. (Chairman), 
Sir Purshotamdas Thakurdas, ELt., G.I.E., M.B.E. ( Vice-Chairman ), 


Mr. E. Y. Bushforth. 
Mr. Manu Subedar. 

Sir Hugh Cocke, ICt. 
Dr. L. K Hyder. 

Mr. W. Lamond. 


Mr. Y. Ramdas Pantulu. 
Mr. R. W. Buckley. 

Mr. G. K. Devadhar, G.I.E. 
Choudhri Mukhtar Singh. 


Mr. Y. K. Aravamudha Ayangar, M.A., G.I.E. ( Secretary ). 
Mr. R. P. Masani, M.A. ( Joint Secretary). 


Sir Lalubhai Samaldas and Mr. S. L. Apte, representatives of the 
Bombay Provincial Co-operative Bank were examined. 

Witness ( Sir Lalubhai Samaldas): Sir, my Chairman, Sir Cimnilal 
Mehta was to come here today, but unfortunately or rather fortunately 
he is at the moment engaged in a Government of India’s work on the 
Salt Committee and he is very sorry that he has not been able to come 
here today. I will try my best to represent him and can only express 
his and the Bank's regret at his unavoidable absence. In his place, I 
have requested Air. S. L. Apte, who is one of the Directors of the Bank 
to come and help me. I hope the Committee will have no objection. 

Chairman: We are very sorry that it has not been possible for Sir 
Chunilal to come here, but we welcome you and Air. Apte ; I am sure that 
you both will be able to give us all the assistance that we require. 

9274. Mr. Manu Subedar: Sir Lalubhai, you were a Chairman of the 
Bank for some years? — Yes, that was some years ago. 

Witness : Air. Chairman, if you will kindly allow me, I want to read- 
out a statement which is as follows : 

“With reference to point 18 of the supplementary note of the evi- 
dence I should like to mention to the Committee that although 
in December 1929, the Dhulia branch of the Imperial Bank 
of India — and I am given to understand other branches as 
well — intimated to local Co-operative Banks that they would 
stop issuing drafts on Government account at par for any 
purpose whatsoever, on this matter being represented to the 
Government of Bombay, the orders were countermanded and 
at present Co-operative Banks are permitted the use of drafts 
on Government account at par on their submitting certificates 
of the type mentioned in point 11 of the note. 

Similarly, with reference to points 20 and 21 of the note, I should 
like to make it clear that since Eebruary 1930, the Dhulia 
branch of the Imperial Bank of India has modified its pre- 
vious policy and at present no inconvenience is felt in either 
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of the two respects at the Dhulia Branch of the Provincial 
Co-operative Bank. Whether this change in the t attitude is 
due to the representations made by the Bank to the Govern- 
ment of Bombay and the Bombay Provincial Banking En- 
quiry Committee or to a change in the personnel of the staff 
at Dhulia, it is difficult for me to say. The present practice 
seems to be that instead of withholding the issue of drafts 
the local Agent gets himself satisfied by asking for the neces- 
sary explanation from the branch of the Provincial Bank, and 
I would mention that such explanation we shall always be 
very willing to supply as there is no desire on our part to 
misuse any concessions granted by Government." 

9275. Chairman : In your answer !l find that you suggest that the defini- 
tion of a bank should be so framed as to include societies registered under 
the Co-operative Societies Act. Will you kindly tell us the reasons for 
this suggestion? — We would not have made this suggestion had we not 
experienced certain difficulties when our debentures guaranteed by the 
Government of Bombay under the orders of the Secretary of State were not 
treated as trustee securities, merely because the word used under the 
Trusts Act was the word ‘company’ and not ‘society’. Then we approached 
the Government of India who regarded the matter as too trifling to be 
tackled by them. Later, one of the Directors of the Bank, Sir Eazulbhoy 
Curimbhoy, who was a member of the Assembly, moved an amending bill 
which was accepted by the Government and passed. We want that in 
future when the Deserve Bank Bill comes into existence — as it is hoped 
it soon will — the same mistake of not classing our banks as banks should 
not debar us from the concessions that we, as banks, are entitled to. 
'Another thing is that we are doing banking business and therefore we 
should be classed as banks and not as societies. 

9276. Take your Apex Bank or your Central banks. Are these also 
treated as societies? — They are called societies but they are doing banking 
1 usiness, and therefore they are all banks in the real sense of the term. 

9277. You do not want your primary societies to be treated as banks? 
— No; but I want to make an exception. With regard to the primary 
societies I had in mind 'the rural primary societies or the urban non-credit 
societies when I said ‘no’. But there are what are called urban banks 
which are doing purely banking business ; they should be treated as banks. 
Dules may be prescribed laying down that urban banks with a working 
capital of Ds. 50,000 should be treated as banks while those with working 
capital below that figure be classed as societies. We have suggested one 
standard; on behalf of the all-India Provincial Co-operative Association 
another standard has been suggested. It is therefore for this Committee 
to decide what would be the right figure : that is, whether it should be on 
the paid-up capital basis or whether it would be on the working capital 
basis. 

9278. Among the reasons given by you in support; of your statement 
that co-operative societies and banks are entitled to concessions, you men- 
tion the practice among several co-operative banks to divide their profits 
with borrowing customers after the payment of a stipulated return on 
capital. Can you give us some particulars as regards the banks in your 
province that have thus shared the profits with their customers? — I will 



1047 


.'take our Provincial Co-operative Bank, when We entered into an agreement 
with the Secretary of State for the Bombay Government’s guaranteeing our 
■debentures, it was laid down that if a dividend of more than 6 per cent, 
-was declared, half of the extra profits should be given to the borrowing 
- societies ; that is tq say, taking the figure of 10 lakhs of share capital as an 
instance, if our profits came to one lakh and 20 thousand and if we took 20 
thousand as provision against bad and doubtful debts, then we would have 
one lakh remaining. If the Board decided to declare a dividend from 
' the whole, the amount of 40,000 that will remain after paying a dividend 
of 0 per- cent., that is 60,000, must be divided equally between the bor- 
rowing societies and. the share-holders. This is the practice with regard 
to the Provincial Bank. In the case of District banks, a rebate of 4 per 
cent, is allowed. .In the case of the urban banks, they keep back 25 per 
•cent, as reserve, they can declare a dividend updo 9 per cent. ; the 
remainder is used for distribution among the borrowing customers. The 
Registrar has laid down that this should be incorporated in the bye-laws. I 
have a copy of the bye-laws in Maharati, but we will get them translated 
into English and send them to you. 

9279. It will be very useful if you and Mr. Apte will kindly send us a 
note supported by an English translation of these bye-laws. The point 
then is that where a society or an urban bank adopts these bye-Jaws, it 
'becomes obligatory on it to set apart a certain portion of its profits for 'the 
'benefit of its customers? — That is the position. 

9280. Assuming that both the borrowing banks and the borrowing 
societies get this concession, then in either case is it passed on to the 
primary borrowers? — That is done directly or indirectly. 

9281. You as a district bank, having received this money from the apex 
bank, pass on a portion of it to the actual borrower? — Nearly the whole 
-of it. 

9282. In what way do you do that? — We give the rebate triennialy, 
the profit is distributed at the end of three years pro rata. 

9283. You mean in proportion to their borrowing from you? — Yes. 

9284. Chairman : Your Board suggest that co-operative banks which 
•are now exempted from payment of income-tax on profits should also be 
exempted from payment of income-tax on income derived from investments 
in Government securities. What would be your answer to the criticism of 
one of the provincial Committees that it is no part of the business c-f eo- 
-operative societies' to invest a great deal of their capital in interest bearing 
securities and that if they do so they should, like other investors, be 
subjected to the deduction of income-tax from the return on such invest- 
ments? — May I in this connection refer you to the recommendation of tire 
Bombay Provincial Banking Enquiry .Committee which brings out the 
point clearly ? 

9285. I take it you are referring to paragraph 235 of their report — Yes. 

9286. That may apply to the case of securities which you are compelled 
to purchase to maintain the required fluid reserve; but the impression I 

•gathered in examining the representatives of certain- other provincial co- 
operative banks was that the actual securities- are in excess of the fluid 
-reserve which the provincial bank has to maintain under the Registrar’s 
-rules. - Why should they be free from income-tax or super-tax? — May I 
just go back to the basic principles of banking? 
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9287. That is another matter. So far, you have been trying to pursue 
• the Bombay Committee’s argument and here I have mentioned to you 
an argument which to some extent meets that argument. If you have 
other arguments to produce. I shall be glad to hear them. — That is the 
first argument. Secondly, we want to help Government if we can in our 
own way and Government should treat us as though we were then* helpers. 
We get deposits from district banks and other affiliated banks which come 
to about 75 per cent, of our fixed deposits and we have to keep that 
money, the arrangement being that an apex co-operative bank must be a-' 
bank for giving facilities to district banks when, required and to keep their 
money when they do not want it. It is an arrangement for the whole 
movement. When we get that money, we must use it. If Government, 
on account of financial trouble, is not able to develop the. co-operative move- 
ment as it ought to for a year or two and the money is there, we can use 
it in two ways only, i.e., either in buying Government securities or lending 
to joint stock banks approved of by the Registrar and in our case by Gov- 
ernment also through the Accountant- General. The .Accountant General 
and Government fix limits ior loans to Be advanced to each bank, whether 
Exchange banks or joint stock banks. Supposing we are flush with 
money at a certain time and have, say, 50 lakhs of rupees and we do not 
require it for three or four months, we do not want to lose interest on the 
money. Government are in difficulties just now and have borrowed trea- 
sury bills at a very high rate, but when they were not doing it, we had' 
to invest somewhere and we could invest only in Government paper. We 
want to make as much profit as we can and we advance to banks which 
are prepared to co-operate with us. We do not want to advance to banks- 
that do not treat us as equals. There are few banks who would treat us 
in that way and we advance to those banks, or else we have to keep the- 
money idle which would mean a great loss to us. I suggest that income- 
tax on Government securities should not be charged, because we believe 
that that income is a part of the income we would have received had the 
movement spread as we wanted it to spread. It does not so spread and at 
times progress is slack because Government have no money to spare for 
the expansion of the movement. Sometimes Exchange banks or other 
banks are flush noth money and do not quote for deposits or quote a very 
low figure. We think it best at such times to invest in Government secu- 
rities . 

9288. So far as the money is required for what I may call legitimate 
use, j.e., inside the co-operative movement, I have nothing to say? but 
when there is no use for the money for legitimate purposes (I shall use that 
expression in the sense I have already explained) and when you use it, 
would not that constitute an unfair competition with an ordinary joint stock 
bank" Suppose this concession, i.e., exemption from the operation of the 
ordinary Income-tax Act, were given to you irrespective of the consideration 
for which the money is used, nothing would prevent you from attracting 
as large deposits as you can and then investing the funds in Government 
securities. I am not concerned at the present moment with what the 
present- provisions of the law may be. I believe that one witness who 
gave evidence on behalf of another co-operative ba nk said that they were 
contesting the present decision of Government, i.e., the legality of it. If 
the decision is illegal, it is quite different. It does not come within the 
purview of this Committee.'’. But ^looking at it 'from the purely banking 
point of view, if- the 'concession were to be given to you without any limi- 
tation, is that not likely to lead to an unfair competition between, say, your 
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apex co-operative bank and another joint stock bank situated also in 
Bombay? — In the first place, I would like to make it clear that a bank 
ought not to refuse deposits at a fair margin. I believe the bankers 
present here would agree with me that if a bank once tries to choke off 
deposits, it “would not be able to attract deposits at a later stage when 
money is actually wanted. 

9289. I do not contest that? — Therefore we have to borrow. The second 
point is about the rate of interest. I believe I am right in saying that 
as regards my provincial bank and most of the well managed district banks 
the rate is not at all higher than what indigenous joint stock banks pay. 
I believe the Exchange banks usually pay 4 per cent, on annual deposits. 
We pay 44. On' current accounts we pay 2 per cent, during the slack 
season, i.e., from 1st July to 31st December, and 24 per cent, during the 
remaining six months of the year. I believe almost all the indigenous 
joint stock banks do the same. Some of the Exchange banks pay 2 per 
cent, during the whole year, some follow our precedent. The Imperial 
Bank of course has Government money. We are not competing unfairly 
or taking advantage of the concessions given to the movement by compet- 
ing unfairly with Exchange banks or joint stock banks. Our rates are 
equal to those of the best managed joint stock banks; they are lower than 
those of some of the Indian joint stock banks. I do not think that Ex- 
change banks would ever complain that the co-operative movement is 
taking away money from them. They pay 4 per cent, and get as much 
money as they want. 

9290. Even so, what is the result? If Government were to give this 
concession to your bank under a peculiar arrangement, a part of the profit 
would be passed' on to the borrowing societies and therefore it may ,or it 
may not be passed on in the long run to the borrowing ryot. Still a portion 
of it would go to the advantage of the shareholders of the bank and to 
that extent there may be unfair competition between your bank and a joint 
stock bank. I need not discuss the question of foreign Exchange banks 
or of the Imperial Bank. — We want fair treatment and under the Act as 
it stands at present all our income should be exempted from income-tax. 

9291. At the present moment I am not discussing the legal aspect. If 
you are entitled to get exemption under the law, you -will get it, but 
apparently you are not entitled to it under the law and that is why you 
are not getting it. At the same time we have been told by some witnesses 
from Madras that they are going to contest the legality of that decision. 
We may therefore leave out the legal part of it. So far as the rights ars 
concerned, a doubt has arisen in my mind, and perhaps in the minds of 
my colleagues, that if this concession were given without any limitation, 
it might operate as an unfair competition against an ordinary joint stock 
bank. — I shall take the balance sheets of my bank for the last 5 or 6 year’s, 
work out the fluid resource, the money we get, the actual income we have 
received from Government securities over and above the fluid resource, the 
amount of concession that would come to us if this concession were ex- 
tended and then we can see whether it would be feasible for us merely 
with the help of this amount to compete with a joint stock bank. I am 
coming to the practical side of the question. 

* 9292. Would your calculations bring out the fact that the amount is 
too small to be of help to you? — I never said it would be too small to help 
us; it would be too small for competition. 
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021W. If it is too small lor competition, then I suggest it is also too 
.-mall to help you. It means that half the additional profit would be dis- 
tributed among the share-holders. — That is one of the reasons why I want 
half to "0 to the primary societies. After all, if you come to the basic prin- 
dole, what is the co-operative movement doing? It is helping the agricul- 
turists whom it is the duty of Government to help. We are doing our duty 
In' Government and I think it is the duty of Government to stand by us. 

I ‘'think we can as a movement help Government to get land revenue from 
the agriculturists. 

029-1. That is an arrangement peculiar to Bombay. We are considering 
tin's question as a general question for the whole of India and we cannot 
overlook the fact that in the rest of India, profits simply go to the share- 
holders or add to the reserves of the bank. — I have presided over some pro- 
vincial co-operative conferences and I know that complaints have been 
made by Government officials that provincial banks unnecessarily raise* fcho 
rate of "interest to attract deposits to invest them in the movement in 
order to get move profits for the share-holders. We are not doing it in 
Bombay and we do not want to do it. I would like the Committee to 
consider our case as a special one. 

9295. We will undoubtedly pay the fullest consideration to the views 
you have placed before us, but let me put it to you that we cannot make 
a special recommendation in favour of Bombay. — You' might make it a rule 
that thoso who divide their profits after allowing for a certain dividend 
with the societies might be given a concession. 

929G. If they pass over the whole of the 1 additional profits to the borrow- 
ing societies and if we wore satisfied that the whole of such .additional 
profits actually reached the ryot by a reduction in his borrowing rate of 
interest, perhaps that would have a greater impression on our minds; but 
unfortunately that is not the position. I think we have got from you all 
the information we wanted — I want, to make it clear that if this concession 
is granted half of the extra income will go to the societies and the remain- 
ing half will remain with the Bank. 

9297. Would you object to Government assistance being given in a 
direct form as a cash subsidy instead of being concealed in the form of 
an exemption from tax? — -I would like to have it as a right. It is better 
not to have it than have it as a subsidy. 

9298. You can only have it as 'a. right if it is decided by competent legal 
authorities that the present law gives you the right. If, on the 
other hand, it is decided by the legal authorities that the 
present law does not give you the right, we actually come back to the 
question of a special concession. — I feel rather hurt when the word ‘con- 
cession' is used. I want it as a right for the movement. If the word 
‘right' is too strong, I shall only say that I do not want a subsidy.- 

9209. It has been suggested that interest derived from Government 
securities held as air investment of the reserve fund should be exempt 
from income-tax but not the interest on securities held for any other 
reason, e.g., temporary employment of funds during the slack season. I 
take if that- would not satisfy you. — It would not satisfy me 

9;>00. You suggest that the Provincial Co-operative Institute which 
arranges courses of training for the co-operative managers and bank ias- 
pc-c tors’ examinations should be assisted by Government in conducting a 
regular school for advanced training in co-operative banking and 
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accountancy. Will you kindly tell us whether any scheme has been drawn 
up for such training and whether it was submitted to Government at any 
? — A rough scheme was drawn up by the Cp-operative Institute for 
a school of this land and it was thought that the Government of Bombay 
would assist it to a certain extent. Later on, the financial positi’on of the 
Government was such (as I believe is the ease with other provinces and 
even with the Government of India) that it was understood that the 
Bombay Government would not be able to help us. The scheme was not 
therefore put in a final shape in which it could be presented. 

9301. Therefore it is one of the many schemes which had to be laid by 
until the financial position of Government improved and even if we were 
impressed by the necessity of the measure and made a recommendation, 
obviously it would share the same fate. — It might. I daresay your Com- 
mittee knows the kind of work done in the Punjab for the education of 
these officers. I would refer you to the “Report on the system of training 
■of Co-operative officers in the Punjab”. At the Registrars’ Conference in 
1928 Mr. Darling explained the kind of educational work they were doing 
in the Punjab. I think that what Punjab is doing ought to be done in all 
other provinces. At present we have not got this type of schools and it 
is open to anybody to say that our men are not properly. trained. We do 
not 'want that allegation to be made although that allegation is' not justified, 
because our men and the men of district banks are as well trained as any 
other bankers. We have not got theoretical education, but these people 
have education by experience. I want that the men in the co-operative 
movement should have the same theoretical education which other bankers 
have had and therefore we want that facilities should be given to us. It is 
a pity that the Bombay Government cannot help us at the present time, 
but if your Committee recommends that education of this type should be 
given, I believe that the rich men of Bombay and the co-operative movement 
would combine to raise a school and approach Government for grant. I 
want your Committee very seriously to consider whether education of this 
land over and above that provided id the syllabus of the Bombay Univer- 
sity for the Arts, honours in economics and Commerce and Agriculture 
courses is necessary to enable them to do their work better than they are 
now doing. 

9302. I think you said that the Bombay Government were not willing 
to pursue this matter until their financial position improved. That shows 
that they themselves admit the desirability of introducing some such 
arrangement. That being so, what prevents the co-operative movement; 
and the rich men of the Presidency who are interested in the movement 
from finding the money for a school of this sort without waiting for the 
recommendations of this Committee? — I would not have mentioned this 
matter if it had not been included in the questionnaire. As it had been 
included, I wanted to have your blessings. 

9303. You also suggest that co-operative banking should be introduced 
as a special subject for the degree of Bachelor of Commerce and for the 
examinations held by the Indian Institute of Bankers and the lower com- 
mercial examinations conducted by Government. Having regard to the 
fact that the general subject of co-operation is included in the syllabus for 
the degrees in Arts with' Economics 'and in Commerce and that there are 
and would be special facilities for practical training in co-operative ba nkin g, 
would you still insist on greater prominence being given to the subject of 
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co-operative banking in the syllabus of University examinations?— Go-opera- 
tion is one of the fourteen subjects and one of the sub-subjects of these 
fourteen given in the Bombay University handbook. If any economist can 
tell me that co-operation is receiving the attention or is given the pro- 
minence that it deserves, I am prepared to withdraw my recommendation. 
Co-operation is at present a subject for the Honours History Course or 
History and Economics course or the College of Commerce examination. 

I specially want that graduates whom we want to take up either with 
Honours in Economics, in Arts or Commerce should have a greater know- 
ledge of theoretical training in Co-operation. 

9304. You state that your Board are definitely of opinion that a pro- 
portion of the receipts from cash certificates and savings bank deposits 
should be made available, preferably through co-operative agency, for 
financing agriculture and. small industries. Leaving aside the general 
question of the utilisation of such savings for the general x*equireinents of 
the State, will you kindly furnish any facts and figures to show how co- 
operative banks have been handicapped in financing rural areas owing to 
the investment of savings in rural areas in cash certificates and savings 
deposits and the directions in which local production could be 
helped if such savings were placed at the disposal of co-operative 
banks? — I think that when this question was drawn up the Committee 
probably felt that the co-operative movement had sufficient money to invest 
in Government securities or in joint stock banks. I do nob want that the 
Committee should take the narrow view of to-day or to-morrow, but a 
farsighted view of the progress of the movement in all directions. It may 
be that in one year one province is flush with money and in another 
year another province is flush with money, but if the movement does 
proceed as it ought to and is bound to proceed if it is ever going to solve 
the question of the economic uplift of the agriculturists, this ought to be 
and must be one of the chief objects which the Committee should have, 
in view. If that is so, I think provision should be made under which the 
movement could automatically expand. That is my argument on the 
theoretical side. About facts and figures, wo have noticed that postal cash 
certificates are issued at a rate which gives a better return to the depositor 
than what he gets from us and therefore there have been withdrawals from 
us. I am not speaking for my bank, bub personally I have felt all along, 
from the time I was in the Council of State, that Government take away 
money from the rural areas, instead of bringing back the advantage of that 
money to the rural areas. I am not particular whether it is done through 
the co-operative banks or not. The agriculturists have a claim on Govern- 
ment and I want to press that claim on behalf of the agriculturists as one 
who feels for them as strongly as one feels for his fellow* brothers. 

9305. Chairman: You are fully aw r are that the money at the present 
moment comes into the general capital resources of Government and the 
money derived from these sources are spent in the directions which 
undoubtedly benefit the agriculturists. There are three principal, items 
in the Government’s capital programme: they are railways, irrigation 
works and thirdly, what are called as the provincial loan advance accounts^ 
Each of these does benefit the agriculturist in a certain manner. If, of 
course, it had been established that the co-operative movement is actually 
in need of money at the present moment for the prosecution of its scheme 
of financing the rural agriculturists, undoubtedly there might have been 
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a good case for Government making that money available for that parti- 
cular puxpose by reducing the outlay in some other directions. But so 
far as the finding of the Bombay Provincial Banking Enquiry Co mmi ttee 
is concerned, they say that there is no difficulty about raising funds, but 
the difficulty lies in seeing that the funds which are placed at the disposal 
of the co-operative movement are properly utilised and that nothing will 
be done to shake public confidence. Therefore, the wisest thing for the 
co-operative movement in your province to do would have been to use the 
funds at your disposal in the best interest's of the population rather than 
keeping the funds locked up with the prospect of its being employed 5 or 
■even 10 years hence. 'My recollection is that in the last Reserve Bank 
Bill which was introduced in the Assembly some provision had been made 
for the grant of assistance to co-operative banks for the purpose of deve- 
loping their legitimate functions. If such a provision is made when the 
{Reserve Bank comes into being, would that not satisfy you? — Speaking 
for my own sake and not on behalf of the Bombay Provincial Co-opera- 
tive Bank, but speaking as a friend of the agriculturist, I want this Com- 
mittee to lay down, if it possibly can, that all monies received from the 
rural areas shall be earmarked for expenditure in rural areas only. I 
do not want that money to go to the military expenditure of the Govern- 
ment of India or for the capital expenses at Delhi or say the Backbay 
reclamation of Bombay. 

9306. But you know, Sir Lalubhai, that those receipts never go to 
cover the military expenditure of Government but it has to be financed 
out of the revenue. And you know your Bombay back-bay scheme was 
financed out of the proceeds of a special loan. If people from the rural 
areas subscribed to that loan, can that^be stopped in any way? — In any 
ease we might leave it at that, but may I ask whether it is not possible 
for the Committee to make a recommendation for earmarking in the way 
I have suggested? 

9307. I have referred you to the provision in the Reserve Bank Bill. 
The whole object of the Reserve Bank is to secure greater mobilisation 
of the Reserves. If we accept your suggestion — I do not know what the 
Committee will decide on this matter — that the funds collected from the 
rural areas should be earmarked, then that will interfere to a great extent 
with the mobility of the resources and it is quite possible in the long run 
it might prove to be quite detrimental? — May I send you quotations 
giving the opinions of experts in foreign countries who say that this ear- 
marking will be much to the advantage of the rural population?' 

9308. I have seen several quotations myself, but I can refer you to 
& great number of quotations which say that this earmarking is quite 
detrimental and is against the interests of the country at large. Now 
I will proceed to another point. You ask that the Government of India 
be moved, in view of the need for developing banking and remittance - 
facilities through all possible channels in rural India, where co-operative 
banks are the only organised institutions operating, to recognise that 
inland exchange business is a legitimate function of co-operative banks. 
To enable the banks to do such business you plead for the continuance 
of the concession of free transfer of funds through the Treasury and 
State; that if a State Central Bank does not come into existence, apex 
banks in various provinces may have to continue to form their own all- 
India Co-operative Bank to which certain privileges will have to be 
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allowed. Will you kindly explain what scheme you have in view?— If you 
permit me to take up some of your time, I would like to give you the 
history from the very beginning. In the first place, talking on the prin- 
ciples, I would like to quote one sentence from the Report of the Hilton- 
Youn" Commission. They have said, “we trust that emphasis will be 
'laid on the provision and extension of cheap facilities to the public includ- 
ing banks and bankers for internal remittance”. This is an observation 
which your Committee should examine whether you agree with the general 
principles or not. I would now go back to the history of the case dating, 
from about 1920. The then Registrar of Co-operative Societies at Bombay, 
Mr. Rothfield, was sent by the Bombay Government abroad to study the 
question of internal exchange and inland exchange and the cheque system 
as worked in the co-operative movement in other foreign countries. He 
came back with new ideas and at his suggestion the then Governor of 
Bombay (now Lord Lloyd) thought that it was best that the co-operative 
movement in this country should make the system of cheques and other 
instruments of credit popular in rural areas. To do this and to faci- 
litate the internal trade remittances, Government decided that co- 
operative banks should have this facility of using the R. T. Rs. 
for this kind of work. This vent on for 2 or 3 years and the 
Governor at the various conferences and other occasions where 
he presided laid stress on the good work done by the co-operative move- 
ment in this direction. The next Governor, Sir Leslie Wilson, also 
supported the principle. Later on, the treasury officers at Belgaum, where 
a co-operative urban bank was doing this work felt that the work 
was too heavy for them in the matter of internal remittances passing through 
the co-operative bank. They reported to Government saying that they could 
not do the work with the existing staff, but they wanted more men if this 
work was to continue. The Bombay Government referred the matter 
to the Government of India. In this connection, I do not desire to mention 
personalities, but it is a fact well-known that the decision of a Secretary 
or a Deputy Secretary in the Departments of the Government of India 
is tantamount to a resolution of the Government. Well then, the Gov- 
ernment of India issued its resolution in 1924 and you are all familiar with 
the terms of the resolution. We objected to that resolution. Till then, 
the Imperial Bank did not have any objection to this kind of w r ork being 
done by us. Later on the Imperial Bank found that one of our branches- 
was doing the internal remittance business so well that they said that 
they were not going to give the usual inland exchange facilities to the 
co-operative societies so long as the Government of India orders were in- 
their favour. We wrote to the Registrar of Co-operative Societies, Bombay, 
on this matter and also to the Government of Bombay. The Minister in 
charge called for a committee of some of us (Directors of the Provincial 
Co-operative Bank), . I think Sir Gliunilal Mehta, the then Finance Mem- 
ber, was satisfied that the co-operative movement was entitled to do this 
kind of work as it was their legitimate business but as the question of 
the. Imperial Bank giving them facilities or not was more or less a question 
which was for the Imperial Bank itself to decide, he advised us 
to approach the Imperial Bank authorities in this respect. On that 
suggestion we wrote a letter to the Imperial Bank. I think Sir Pursho- 
tamdas Thakurdas was the Chairman of the Board of Directors of the 
Imperial Bank of India at Bombay then. Sir Purshotamdas Thakurdas 
kind y arranged for an informal meeting on this subject which was attended 
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by Mr. Bidland, the late Mr. B. F. Madan, 'Chairman of our Bank the 
Managing Director of the Provincial Co-operative Bank and myself. I 
have got copies of all the relevant papers in regard to this matter and 
shall be very glad to send them on to you. Mr. Biclland said that he 
would stand by the Government of India orders in this matter and 
that we should not do this sort of business and also complained of the 
way in which some of our branches did the business. We then 

assured the Imperial Bank authorities that we would not utilize any 
Government concessions for this business wherever the Imperial 

Bank had its branches, but would only cover the held where the 

Imperial Bank or other joint stock banks had no branches. Mr. 

Bidland said that it was not his concern, but said that on principle 
he did not like us to do this business. Later on at the Begistrars of 
Co-operative Societies Conference held at Bombay in 1926 Mr. bj. A. 
Madan moved a resolution on this subject. It was divided into two 
parts ; one was that the co-operative movement can do this inland exchange 
business and secondly the B. T. B. facilities could be utilised for purposes 
of inland exchange, demand drafts, etc. This resolution was opposed by 
Punjab and others and it was finally resolved to accept the first part of 
the resolution that this was a legitimate business of co-operative banks; 
but as regards the latter part of the resolution they did not think it right 
that remittance transfer facilities should be utilised for inland exchange 
business. My request now to your Committee is that you should examine 
this question primarily on the first issue, whether the Government of 
India was wrong and whether the Begistrars Conference in 1926 and the- 
Provincial Banks' Conference, held later, were right in principle. I can 
again quote various instances of foreign countries and foreign banks where 
the co-operative institutions are permitted to do this business. 

9309. If you will kindly send us the copies of the correspondence 
including those which you had with the Governments of India and 
Bombay it will be of very great help to us? — I shall do so. We knew 
that we cannot fight the Imperial Bank and we thought it best to give in, 
as regards the inland exchange. We have no complaint against the 
Imperial Bank, but our complaint is all against the Government of India 
in regard to this matter. My second complaint is that the Imperial Bank 
were very strict in carrying out the instructions of the Government and 
did not trust our work to the extent that we wanted them to. The 
Imperial Bank wanted us to give certain certificates in regard to this- 
matter of inland exchange business and our point is that no such restric- 
tions should be placed on us and that the Imperial Bank should treat 
us in the same manner as any other Indian joint stock bank. 

9310. Mr. Ramdas Pantulu : Has the Imperial Bank any power to 
ask for such a certificate from you to say that it is for bona fide co-operative 
purposes? — I entirely agree with you that thev have no such power, if 
they found that we were abusing the trust, the proper course for them 
would be to report to the Government,, but they have not done so. 

9311. Chairman : I think you said in regard to the case which occurred 
in your Province at Dhulia, the Imperial Bank has since agreed to accept 
the* certificate? — They are raising difficulties at times. As I have said it 
all depends on the local men. The previous Agent of the Imperial Bank 
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at Dkulia was, if 1 may say so, very rigid and insisted on his pound of 
flesh but with the present Agent we are getting on very we\l. 

9312. Anyhow your point is that the Imperial Bank are bound to obey 
the orders of the Government of India in this matter. So we need not 
pursue discussion. Government of India orders have laid down the form 
of safeguard which they want the Imperial Bank to adopt to prevent 
abuses? — That is no doubt a fact. But I might add that when we 
approached the Imperial Bank for an advance • against the pronotes of 
district co-operative banks backed by our own .signature, the Imperial 
Bank thought it not safe to advance monies on the security of these 
pronotes, as the security of our pronotes had a prior claim for the deben- 
ture issues. Later on two of our directors met the directors or the Manag- 
ing Governors of the Imperial Bank and explained the whole position to 
them; as a result they agreed to give us a cash credit of Us. 8 lakhs on 
the pronotes of our societies or agricultural paper as they are called. This 
concession continued for a number of years. Then all of a sudden they 
stopped this concession. We applied again to the' Imperial Bank autho- 
rities and I drew the attention of the then Finance Member (Sir Basil 
Blackett) to the state of affairs, and I do not know whether it was as a 
result of the Imperial Bank considering our claim as reasonable or whether 
through Sir Basil’s private instructions, the Secretary of the Imperial 
Bank sent for me and said that as we had not taken advantage to the fullest 
extent of the principle of cash credit they would reduce it by half, i.e.,'- 
-1 lakhs. They continued to give us these facilities for some time more, 
but now they have suddenly cut down the facilities and have said that they 
can advance no more on the security of agricultural paper. When this 
was stopped, we thought we were rather in an awkward position. We 
asked the Imperial Bank if they would give us money on our Govern- 
ment paper, not agricultural paper. They said that legally they could 
not do so so long as the debentures were in existence. We had to make 
other arrangements and I must say that other batiks have treated us for 
more liberally than the Imperial Bank, who, considering that they get 
money from Government, should have been more accommodating. 

9313. I think you said little while ago that you were not allowed to 
go to any bank other than the Imperial Bank? — Not to lend money; we 
can advance money only to approved banks. Our position is this: we 
have consulted some eminent counsels on the point and we 
have been advised that the attitude of the Imperial Bank is not correct 
in law. We have therefore been waiting for an opportunity to bring this 
to the notice of the authorities; if the Imperial Bank decides to advance 
money on agricultural paper or Government paper, well and good; if not, 
we say that this Committee should recommend that when the Reserve 
Bank comes into existence, steps should be taken to improve the existing 
state of things in the manner which you think is proper. 

9314. But the Reserve Bank Bill as introduced in 1927 did contain 
a provision to that effect? — That is so no doubt; but who knows what may 
happen in future. If this is not done, then the only course for the co* 
operative banks is to have an apical .bank of its own ; we might then come 
to the Government of India for assistance. As you know, when the 
Maclagan Committee met in Simla in 1915, they drew up a scheme for 
an apical bank. Our Chairman approved of this scheme, but I objected 
to it on the ground that it was giving all the powers to the Government 
and it. was practically a State Bank. W e wanted it to be a State-aided 
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bank. We then went to the then Finance Member, Sir William Meyer 
and be squashed the whole thing, saying “it is bureaucracy pure and 
simple; I would not have bureaucracy in the Co-operative Movement.*’ 
Therefore I say that if some provision for our special needs can be made 
in the Reserve Bank scheme, we have nothing to complain about. 

9815. On the lines of the Maclagan Scheme? — No, I was opposed to it 
then and I am opposed to it now. 

9316. If I may make the observation, you have not answered my point. 
What scheme have you in view? — I cannot give the scheme oil hand 'now ; 
all the cooperative banks will have to meet together and consider. 

9317. With regard to your grievance about remittances: as the remit- 
tance or the inland exchange business is connected with the legitimate 
business of the Co-operative Movement, it is already provided for by the 
orders of the Government of India. I take' it that you want a further 
extension of the business of co-operative banks in that direction; that is, 
they should be allowed to do this remittance or inland exchange work 
irrespective of the fact that it is directly connected with the legitimate 
functions of the Co-operative Movement. Is that the point? — The Gov- 
ernment of India’s resolution is not like this. They say, “it is not your 
business.’’ I have with me at the moment a letter from Mr. Collins, 
the then Registrar of Societies, and this is what he says, “The subject 
has come up and been the subject of orders on several previous occasions. 
Briefly the -history is as follows. From about 1920 when Mr. Rothfield 
was Registrar of Co-operative Societies the creation and development of 
indigenous forms of banking has been one of the features of the co-operative 
movement in the Bombay Presidency, and it has throughout received the 
declared support of Government. It is a side of co-operation regarding 
which the urban banks in this Presidency claim to lead the field, and 
it is m fact almost peculiar to Bombay. The privilege of using Remittance 
Transfer Receipts at par for the remittance of their funds was given to 
co-operative banks under letter of the Government of India, Department 
of Land Revenue and Agriculture (Land Revenue) No. 14/174/3, dated 
•22nd August 1906, and when they began to take up exchange business, 
it w r as used for this purpose as well. By 1923 the extent to which it was 
being so used was brought to the notice of Government, and in the 
enquiry which followed, the Government of India ruled that the buying 
and selling of remittances was not consistent with the principles of co- 
operative banking, and that ike concession had not been made to co- 
operative societies to enable them to carry on a commission business.” 
This means we cannot use the R. T. R.’s. 

9318. But you can use the R. T. R.’s for ordinary legitimate business. 
As it is, the business has to be divided into two classes, one is the issue 
of the R. T. R.’s at par for remittances connected with the legitimate 
functions of the Co-operative Movement and secondly, there is the remit- 
tance work which is really commission business and not the legitimate 
business of the Co-operative Movement. — The word ‘legitimate’ might 
create trouble. I have already made clear the sense in which I am using 
the phrase “legitimate business”. "What I wanted to say was this: to 
help its members or its customers should be considered to be the legi- 
timate business of every urban bank; but it is co-operative in the sense 
that the members of the urban bank or its customers have every right 
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to get the facilities which the) would get from an ordinary bank. The 
question then arises whether the bank can use the li. T. IP's for this 
purpose or not. I am prepared to agree that where there is a branch of 
the Imperial Bank, the Cooperative Movement will not do that kind of 
work using any concessions from Government, but where there is no 
branch of the Imperial Bank, we feel that eo-opex’ation is the ox>ly agency 
which can heip irJand trade, etc. 

9319. That does not in any way make me modify my impression; my 
point remains that the business can be divided into two classes. Now 
the question is, is it desirable that co-operative banks should be allowed 
to do general banking business unless they have managed to get rid of 
certain defects inside the co-operative machinery? That is the only doubt 
which has occurred to me. — 1 can only speak with authority with regard 
to my own provincial bank. I am prepared to submit to any examination 
by an expert; I maintain that we are running the bank as efficiently a$ 
any other joint stock bank and if any defects are shown therein — I do not 
mean there are no defects — I assure you, Sir, that the defects will not 
be greater than those found in any other joint stock bank. 

9320. I was not referring to any special banks. I was asking a general 
question. Even your Bombay Provincial Committee, after examining the 
facts placed before them, have noticed certain defects, and the Linlithgow 
Commission which made extensive enquiries also came to the same 
conclusion, namely, that there are certain defects inside the movement 
which ought to be got rid of, and I think that they referred to the neces- 
sity for greater education. I do not say that they condemned the move- 
ment. After all it is a movement for the benefit of the agriculturist? — 
Who kept them illiterate, if I may ask? 

9321. I am not dealing with politics at the moment; I am only 
concerned with the facts before me. As I have said, I do not condemn 
the movement. But there is the fact that at the present moment there 
are certain defects within the movement which stand in need of a remedy 
and which can only be remedied by the people who are interested in the 
movement. No outside machinery by arbitrary or sudden action can 
remove those defects; and my only question was, is it prudent that 
until those defects are removed, the co-operative institutions as a whole 
should be allowed to take up more work of a general banking character 
which is really outside the field of their legitimate functions? — In the 
first place I do not think it is outside their legitimate functions, as I can 
show from instances of other countries. As regards the defects which 
you mention, I can only say that there Is hardly any institution which 
is without some defect or other; not even the Imperial Bank can sav 
that their institution is perfect. I am of course prepared to admit that 
there are defects in the co-operative movement, but the question is 
whether those defects are vital or whether they are such as would prevent 
the movement from spreading in the right direction. 

9322. My point is whether it would not be better that the movement 
should try to get rid of these defects before it embarks on new work. — 
Sir, on behalf of the Board, I will send to this Committee, definite 
suggestions as regards the line on which we would like to work; and it 
would help us, in drawing up our scheme, to know what those defects are. 

9323. I would refer you to the report of the Agricultural Commission. 
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932-i. Sir Puwhotamdas Thakurdas : I would like to understand the 
reason why your bank thinks that it is entitled to a facility which is denied 
to everybody else in the banking world, excepting the Imperial Bank which 
•stands on an altogether different basis? Why should you ask tor facili- 
ties which would enable you to compete better with other private joint 
stock banks ortho indigenous bankers? — You mean in the matter of remit- 
tance, etc.? T hope you have got before you the Provincial Committees’ 

' reports. May 1 reier you to the map in the Bombay Ileport which shows 
where the Indian joint stock banks stand. Our idea is not to compete 
with or interfere with other people's business, but we do claim that Ave 
have ns much right to bo considered as the Government’s favourite Avife 
as the Imperial Bank. We arc helping the agriculturist as the Imperial 
Hank is helping trade and industry. \Ye help the Government to realise 
land revenue from the agriculturist. 

9.125. If the Government withdrew this concession from the Imperial 
Bank, then I suppose \ou would not ask for it? — The purchasing and 
selling of hills is a matter which the Government of Bombay specially 
wanted us to take up to help general banking development ; it is not that 
we have done it on our own. 

932(3. When avc are discussing it here, it does not add anything to the 
argument whether the Government of Bombay does it or the Government 
of India does it. I want to understand ns to why you Avant this conces- 
sion at the expense of the taxpayer. You said you were against asking 
for any concession or subsidy. How do you establish your right in this 
connection? It will strike one that there is no question of right and AA’hafc 
\ou are trying is to benefit the co-operative bank instead of the tax-payer. — 
An indigenous banker from Xasilc District who came before the Provincial 
Banking Enquiry Committee said that so long as avc had a brauch there 
there was every room for that branch to do exchange business. He avus 
•our customer there. 

9327. Was he a co-operator? — He was a customer; he came to us for 
money for exchange work, but the Imperial Bank insisted that avc should 
•not do this kind of business. That means that he lias to go 32 miles to the 
Imperial Bank to get the exchange for his money. Where the Imperial 
Bank lias not got a branch, avc Avant to have the right of doing this kind 
of work. Whether you would allow it to be done free or not, it is for this 
Committee to decide, but avo want that we should have the right to do it. 

9328. Wlml is the special reason for the co-operative movement asking 
for this concession except to make a little more money? — In the first place, 
is it accepted that Ave have the right to do this business on our oAvn? 

9329. Before you proceed further, let ine make it clear that I am only 
trying to understand your point of view. I am not contesting anything. 
If you say that it is your birth-right, I have nothing to say. Let me under- 
stand the reason why you Avant a concession which would place the co- 
operative banks in a better position, vis-a-vis the other banking institutions 
or persons especially when they are not for the purpose of helping the co- 
operators. — T said the man was our customer; he has now become our 
member. 

9330. Is he a grower or cultivator? — Any man can be called a member. 
If he becomes a shareholder, he becomes a member of the bank. 

3 s 2 
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9331. But is he the person for whom you are claiming all these conces- 
sions? — I am claiming them for the agriculturists, not merely for the 
members. 

9332. You agree then that it is not for 'the benefit of the agriculturists 
so much as for the benefit of the other customers of co-operative banks. — 
And the small traders. 

9333. Including the indigenous sowcar ?— If he wants help, we would . 
help him and if we get money indirectly, why should the Imperial Bank 
resent it? 

9334. It is not a question of the Imperial Bank, but of the .Govern- 
ment. Government have to look aftei’, everybody working in the financial 
field, a private banker or a private bank. — Any banker doing exchange busi- 
ness is competing with them. 

9335. So that if the others find your competition hurting them you 
would not press for this? — I want to help them if they want the help, but 
wherever they can help themselves, we do not want to interfere. 

9336. Therefore your point of view is that you would go on with your 
activities as long as they do not injure others. — I do not want to injure any- 
body. 

9337. You are only pressing to that extent ? — A co-operative bank as 
such has to work not only in areas where it can -advance money easily and 
get back returns, but we believe that it is our duty to help the agriculturists 
in backward areas where the work is small, the returns are small and where 
the' expenses' may be great. We have been doing this kind of work for the 
Bhils in the Panchmahal district ; we are losing money in this way, we do 
not grudge doing it. We thus help Government to obtain land revenue 
from these Bhils and have we not the right to get from Government some 
quid pro quo in other matters? 

9338. So your point is that vou lose money in some directions and if you 
are able to make money in this way, it would enable you to help them 
better in those directions — Naturally. 

9339. The question of competition with others has no bearing and you 
would drop it. — I would drop it. 

9340. Mr. Ramdas Rantuhi You ask for these' facilities to be given 
to you and to be allowed to do this business in places where there are no 
branches of the Imperial Bank or joint stock banks in order to enable you 
to help the small men? — I do not want to take the advantage of the k omit- 
tance. Transfer "Receipts in the other places. 

9341. You want to help a number of these small .men who are agricul- 
turists in order to give them the banking facilities in areas where there 
are no banking organisations and you think that in. areas where the Imperial 
Bank or joint stock banks do not function, it would, only be proper for the 
co-operative organisations to take up this, work in order to benefit largely the 
small men, not necessarily members? — Yes, no other joint stock banks 
would go to such places; it would be too expensive for them. 

9342. Do vou think it would be a ‘ distinct service to the small men, 

both rural and’ urban, to have these facilities through .your organisations? — 
Yes. ' - 1 


% 
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9343. Sir Purshotamdas Thakurdas : Therefore it is owing to the 
paucity of banking institutions in the country that you think these facili- 
ties should be extended to the co-operative institutions, 

9344. First of all; your organisations which are numerous and spread 
all over the country are rendering a distinct service to the country in the 
matter, of finding funds. — Yes. 

Chairman : The point is that there is no ban at the present moment on 
their' doing the work. If they do not attempt to take advantage of the 
concessional rate, it is their ow r n fault. 

9345. Mr. Ramdas Pantulu : In some places the Registrar has placed 
a ban on the societies doing this work, even if they pay for it. Some co- 
operators have asked that this facility should be given to them without 
having to pay for it. By this means they would ultimately be able to 
benefit the ryot by reducing their rate of interest. Therefore the rate at 
which you make your money available to agriculturists and the small 
traders would depend upon your resources? — Yes. 

9346. If you are able to make additional income, you would be able 
to give a portion of your profits or reduce your rates of interest or afford 
■other facilities. Thus the additional income w r ould be ultimately transferred 
to the co-operators. The money which you make would not be locked up, 
but transmitted to the poor men in some form or other. — Yes. 

9347. But whether this concession of free remittance is given to you 
or not, you want no ban to be placed on your doing this. — That is so. 

9348. You also ask for it because your organisations are rendering a 
-service and by the additional income you may get you would be rendering 
them further help. — Yes. 

9349. Dr. Hyder: An additional reason in your view is that this con- 
cession of free remittance is on a par ’with the other concessions which 
have been given to you by the State in the public interest. — Quite. 

9350. Chairman : Coming to this question of competition you are aware 
that at the present moment a great deal of this inland exchange business 
is done by the indigenous banker through hundis. If the concession of 
free R. T. R.’s were given to co-operative banks, would it not hit the 
business of indigenous bankers in regard to the hundi business? — I believe 
they have a sort of arrangement that inland hundi exchange business should 
be done at a certain rate; I believe at half an anna above the rate at 
which ordinary remittance business is done by joint stock banks. Our 
banks should be put on the same level as other banks. I understand that 
since we have begun to do this business, the exchange rates have gone 
down. 

9351. Do you realize the difficulties which many of the members of this 
Committee feel in this particular matter? At least it would be difficult 
for us to recommend any concession which may operate prejudicially 
against any other banking institution, including the indigenous banks, who 
arrange for remittance by means of hundis. Would your Board kindly con- 
sider this question in all its aspects and let us have a memorandum indi- 
cating what precise concessions you want. You might in that memo- 
randum also indicate whether there is at the present moment .actually a 
ban on the issue of these inland remittances, even where the co-operative 
bank or society does not claim any concessional rate from Government. — 1 
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shall consult my Board and put the whole matter in the form of a state- 
ment. 

9352. Mr. Bamdas Pantulu : We have been told that when the financing 
of societies is taken up by these banks, they lock up so much rf Iheir 
funds that societies have to wait for loans indefinitely. We want that 
such kind of restrictions should not be laid down. That refers to a bad 
case in Nasik. 

9353. Chairman : Therefore the danger to which I had referred in an 
earlier part of the examination does exist? — I was first speaking of my own 
bank. If there happens to be one bad bank, that cannot damn the whole 
movement. 

9354. Therefore you would like to have some restrictions and safe- 
guards put in. — Yes. 

9355. Sir Purshotamdas Thakurdas: Would you kindly let u s know 
for our guidance and information whether in the business you have rill 
now done, you have had bad debts and if so, can you give us any figures? 
— I do not say we do not have bad debts. But is it right to ask a ques- 
tion like that? 

9356. I am sorrv you are taking exception to it. T was only seeking 
for information. We want to know whether there is any risk involved in 
it. — We shall include the bad debts also. 

9357. Mr. Lamond : When they are considering this matter, they might 
go into the question of maximum rates. If free money is given, there 
should be a restriction on the charge. — We will bear that in mind. 

9358. Sir Purshotamdas Thakurdas : At places where you do discount 
transfer of this nature, do you do it at the current market rate or is there 
a maximum rate at which it is done ? — I shall give you the exchange income 
received by us, the exchange rates charged by us and the amount of business 
done by us at each centre. 

9359. My question was a little different. Suppose at a place the ex- 
change rate was 6 annas per cent, and you got your R. T. R. free. What 
would you charge? — It depends on the market rate. 

9360. If that had been the system till now, where is the relief for the 
small middleman? — The rates would be brought down afterwards. 

9361. But when you begin you charge the market rate. — We give them 
certain facilities, others would follow. 

9362. What sort of facilities? — T believe we charge them lower rates. 

9363. How much lower than the current rate? — 4 to 1 anna per cent. 

9364. If the current market rate is 4 annas, you charge them 3 annas 
per cent. — Yes. 

9365. Chairman : You suggest that arrangements should be devised 
to enable agriculturists to get finance against their harvested crops by 
placing funds at the disposal of local co-operative banks out of the accumu- 
lated balances in sub-treasuries, on condition that the money would be 
lent to agriculturists on a stipulated mai'gin of profit. Will you kindly 
state what in your opinion the margin should be and whether such an 
arrangement would result in a material advantage to the agriculturists as 
compared with the rates of interest now charged by co-operative banks? — • 
After this memorandum was written,. we have been considering this question 
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of the manner in which this work should be done. If we have funds '-f> 
our own, we would do it. We have prepared a scheme which is at present* 
going round the Board and I shall send it over to you when we have finished > 
with it. We have taken up this matter seriously and the schema contains - ' 
all details. 

9366. You were perfectly correct -when you made the observation that • 
if a scheme on sound lines could be produced you could introduce it with- 
the money at your disposal? — If we have money, we would do it; if we' 
have not, we want the sub-treasuries to help us. 

9367. It has been stated that co-operative credit is still much too dear' 
for the cultivator in almost all the provinces. Will you kindly give us - 
your views on this question? Will you also tell us what the borrowing-' 
and lending rates are in your province and what can be done to bring down- 
the lending rates? — The rates of the Provincial Co-operative Bank vary 
from 2 per cent, on the current account to per cent, for fixed deposits 
for one year; these are their borrowing rates. 

9368. I am talking of the lending rates. — As regards lending rates, under 
the Secretary of State’s agreement, we are to charge from 6 to 8 per cent. 
In old days it was thought that 14 per cent, would suffice for the margin 
of the primary societies. In those days we had direct dealings with pri- 
mary societies and the rate at which money was lent by primary societies 
to' their members was 9 3/8, i.c., 11 pies per month. It worked out 
well. Later on some of the Begistrars of Co-operative Societies 
thought that the rate was too low in view of the faot that the 
primary, societies had to incur certain expenses, e.g., in keeping a 
Secretary or in making - recoveries, etc. Therefore they raised the 
rate of interest to lO^- and Ilf. Personally I would like the agriculturists 
to get the money not dearer than 9 3/8. I am only referring to my pro- 
vince, because in some parts of Gujerat which are the best parts, people 
get loans at 6 or 64 per cent. That is one of the reasons why the movement 
has not spread in Gujerat as much as it has spread in other places. In that 
area, I would like to fix the rate at 9 3/8 as the maximum for 
agriculturists. In other places where the risk involved in getting re- 
coveries may be larger, the rate might be a little higher, say 104. I 
entirely agree that the advantage of the movement should reach the agri- 
culturists and if your Committee could lay down any suggestion which 
would lead to this result, I am quite sure it would be welcomed not only 
by co-operators but by all friends of agriculturists. 

9369. It would be difficult for our Committee to make any suggestion 
in that direction. We have gone through some of the Provincial Com- 
mittees’ reports and we find that the difference between the borrowing rate 
of the apex bank and the rate at which money is eventually lent to the 
ryot is rather on the high side. It is for the movement itself, whose primary 
object is to benefit ihe poor agriculturists, to secure a reduction in this 
difference. — Whatever I can do in this direction, I shall certainly do. I 
shall take up the matter with the Begistrar and the Minister in Charge and 
try to find out a solution which would be acceptable to your Committee. 

9370. Would you kindly inform us, if we have not finished our report 
by then, of the rosult of your action? — Ministers are now T being changed 
and the new Minister in charge of Agriculture will have to learn the subject 
from us. 
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9371. Then so far as we are concerned, we can only look upon this 
statement of yours as a pious hope. — I do not know how long your Com- 
mittee is going to continue 

9372. Say up to about March next. — I hope to be able to send you some 
detailed proposals by that time. 

9373. Mr. Bamdas Pantulu : I think you have answered the question 
about the inland exchange business fairly fully when the Chairman put 
question to you. May I know whether Mr. Apte has any special experience 
in regard to this matter at Poona? — (Mr. Apte) — The District central bank 
here and its branches are doing good work in this line. 

9374. Mr. Macdonald of the Imperial Bank said that the co-operative 
banks have not got the necessary knowledge to do this kind of business 
Do you agree? — I cannot say generally. I can only speak about 
mv provincial bank and its branches. (Mr. Apte) — We are doing 
this business and the remittance business at about 14 centres where 
we have branches and at almost all the places business is being done 
without any discrepancy. In one place we do the purchase and sale 
of bills also. Sometimes when we find that we cannot do this business 
both ways ourselves, we then send our money through the’ district and 
.taluka treasuries and I think our business is well justified in doing 
this work in the interior. At present we have 13 agencies with head- 
quarters at Poona. Our aim is to help these small agriculturists and 
■.sometimes we help the traders as well through our urban societies. (In 
that ease we have got to discount the bills of merchants and traders.) 
Lately we are backing up small scale industries as well. 

9375. So your view is that the staff of your bank is competent to do 
this work? — Yes, we have got well trained staff' and some of them have 
had their training in joint stock banks. 

9376. Have there been any cases of loss in this business? — No. All 
the working centres of the Provincial co-operative banks and the district 
banks and the urban societies taken together in our presidency amount to 
about 200. It is the policy of the co-operative department that we must 
have our branches in the interior to provide facilities and to tap the local 
resources. 

9377. So your point is that the net-work of the co-operative credit 
movement reaches the interior much more than any other organisation? — 
)Quite. 

9378. May I know Sir Lalubhai, with regard to your province, why 
the Imperial Bank has declined to give you overdraft and cash credit 
facilities even on the security of Government paper? — As debentures have 
the first charge on the Banks’ assets they do not want to take the respon- 
sibility. 

9379. What does your debenture capital amount to? — About Rs. 10 
lakhs. In Punjab, I am told, the position is well off. 

9380. Gan it not be done in similar manner in Bombay? — I think the 
legal position is in our favour. 

9381. At what rate do you get accommodation on Government securities 
from other banks? — -It all depends - on circumstances. Some exchange 
banks advance money at the call rate. With other joint stock banks we 
get at about a quarter or half per cent, below the bank rate. 

9382. So you have not got to pay more than the bank rate if you have 
to go to a joint stock bank? — -No. 
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9383. Mr. Macdonald of the Imperial Bank said that the Imperial Bank 
was rather reluctant to extend any financial accommodation to co-opera- 
tive banks for two main, reasons. He said that the audit was defective 
and that the overdues of primary societies are mounting up. He said that 
these two are unhealthy signs and therefore he said that the Imperial Bank 
as the centre of the banking system of the country should not take too 
many risks. What have you got to say on that matter? — As regards the 
audit I believe the audit conducted by the _ Government or approved 
auditors of Government is quite good and more detailed than the audits 
conducted by auditors of joint stock banks. There is one thing. One can- 
not expect an auditor to be a land valuer also. In joint stock banks the 
auditors do not examine the assets of the parties who borrow loans. It 
must be left to the good sense of the directors. Here we depend on our 
management and trained staff. Barring that work I believe our auditing 
is sufficient and more detailed than the auditing of the joint stock banks 
done by chartered accountants or incorporated auditors and those who have 
get permanent unrestricted certificates. 

9384. Are you talking of audit of the central banks or provincial banks? 
— I am talking of all banks. In our own bank we also have an audit by an 
incorporated accountant appointed by the shareholders. So in fact we 
have two audits one by the shareholders’ auditor and another by the Gov- 
ernment auditor. 

9385. Therefore you are satisfied that the system of audit in the co- 
operative banks is satisfactory? — Yes. 

9386. What about the overdues? — We are able to get back about 70 to 
80 per cent, of our loans back every year. In the canal areas where we 1 
advance large sums of money on sugar-cane cultivation we have large 
amounts locked up because the price of gur suddenly dropped even to the 
pre-war level. We are trying our best to nurse these advances. 

9387. I will ask you one thing : Do you know of any district co-opera- 
tive bank or central bank that has failed on account of non-recoveries? — 
No, not in British India, but the failures of Burma banks may be due 
to that. — If in recent years there has been an increase in the overdues 
it is due to the fact that the prices have gone down and due to the 
agricultural conditions ? — That is so. I am told that even cotton in canal 
areas will not be able to pay its agricultural expenses. In such cases we 
have to try to nurse them. I think all banks do it. 

9388. 6 months’ loans can become 3 years’ loans by three or four ex- 
tensions of the period at maturity in the case of the Imperial Bank of India 
or other banks, is it not? — That is true. They naturally extend the time. 

9389. Mr. Mulchtar Singh : May I suggest that in the Report on Agri- 
cultural Credit in England there is a passage which shows how the over- 
dues are quite natural in any concern which provides facilities for credit 
for an agriculturist. They have said “Agriculture, take the most difficult 
industry in the world, is at all times beset with risks from which other 
productive industries are relatively free and this element of risk makes the 
ordinary methods of forecasting earnings not applicable to farming”. There- 
fore it is natural that the amount of over-dues would always be much 
greater. Is it not ? — When loans are given we examine the various factors, 
such as the requirements of the borrower, the repaying capacity of the 
borrower and the general value of the assets on which we can rely in the 
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lasfc instance. After taking all these factors into consideration we advance- 
money. As a rule, except in canal areas we get 70 to 80 per cent, returns. 
I do not think in India there is any difficulty in making a forecast. Tbe- 
forecast may some time go wrong, but on the whole we try to make all 
humanly possible enquiries. After all you know it is a gamble in rain. 

9390. My point was this. The^ amount of overdues has been objected 
to by the Governor of the Imperial Bank. I suggest that any institu- 
tion which provides credit to agriculturist must show a higher amount of 
overdues because the industry itself is beset with so many risks. You 
might at the time of lending provide against everything, but the agriculturist 
cannot pay unless he gets a good crop, and if the industry itself is risky 
naturally the overdues are bound to occur? — They would in certain cases 
but if proper precautions are taken, overdues will not be so heavy. After- 
all it is a question of taking precautions. If we want to do banking busi- 
ness we must adhere to banking principles. 

9391. Chairman : Mr. Mukhtar Singh’s point seems to be this. He read.' 
out from an English report something to indicate that the risks in the 
agricultural industry were higher than the risks in any other industry. 
From that he wanted to form the conclusion that that being so, naturally 
the possibility of outstandings in a bank which deals with agricultural credit 
must be higher than the risk of outstandings in the case of any other type 
of bank, and he wanted to know whether you would agree broadly with 
that impression? — A general proposition like that cannot be accepted. 

9392. Mr. Mulch tar Singh : I will only add one thing more to that. 
Will you consider the outstanding overdues as an unsound foundation for 
the system of co-operative institutions? — It is very difficult forme to give a 
general impression on the movement. I cannot say what the extract 
which you read out aims at. Take the case of the premier industry in 
Bombay. Have not the banks lost money in mills. As regards agricul- 
tural risk it is divided between the primary societies and the central bank, 
and the risk to the central bank is much less. 

9393. Mr. Ram das Pantulu : Though the overdues have mounted up 
the debts themselves are not unsound? — In most cases, they are not. 

9394. With reference to this, the Chairman put a question to Mr. 
Macdonald that the unlimited liability of these societies is a sufficient 
factor in judging the soundness of these societies and the answer of Mr. 
Macdonald was that the unlimited liability was a snare ? — I think he bad 
no right to make that remark; he would not have done so if he had 
studied the co-operative movement with all its implications as we have 
done. We have been in the movement for over 25 years now and we 
know more about this movement than people outside the movement. Men 
who know most about the Imperial Bank may know little about the co- 
operative banks. Snare is very strong word to use. The public will not 
realise the fact that the Imperial Bank Governor is saying so out of ignor- 
ance of the co-operative movement. They will actually condemn the co- 
operative movement believing the words of the Managing Governor of the 
Imperial Bank. 

Chairman : If the word occurs in Mr. Macdonald’s evidence, then I am 
afraid it must stand. 

9395. Mr. Ramdas Pantulu: In any case, you do not consider it a 
snare? — Ho, certainly not. I would have used a stronger expression to 
rebut that statement if I were allowed to do so. 



1067 • 


9396. You know that most of the members of the co-operative societies- 
do understand the principle of unlimited liability? — Yes, most of them do, 
although they may not fully realise its full implications. 

9397. Do you agree with that view of Mr. Macdonald that the success 
of the co-operative movement is mostly due to the fact that people thinlc 
that Government is behind the movement? — That might have been true- 
some 20 years ago but is certainly not true to-day. 

9398. Do you agree with Mr. Macdonald’s view that Government is 
behind the co-operative movement? — -No, the Government is not Dehind 
us at all. 

9399. At any rate is it the impression of the people that Government 
is behind the movement? — That might have been 20 years ago. 

9-100. Do you know anything of the Burma Bank? — Do you want the 
whole history of that case? 

9101. Just in brief outline. — It was started on wrong principles. The 
then Registrar who was considered to be a very good co-operator and 
expert laid down lines which were entirely unbusinesslike. When I made- 
enquiries, I was told that the borrowing rates for deposits were fixed bv 
the .Registrar, that the amount to be borrowed was also fixed by the 
Registrar, the lending rates were also fixed by him, the amount of the 
loan was also fixed by r him. Naturally therefore if people make such 
mistakes they have to suffer. Mr. Calvert, who is decidedly the best 
official co-operator in the country lias treated this case so well that I 
would request all members of tbe Committee to read his minute and see 
how he views the present difficult position of the Burma Bank. 

9402. And the Burma co-operative business was mostly under official 
control? — Not mostly, but entirely. 

9403. With regard to the Transfer Remittance facilities the Imperial 
Bank Managing Governor says that the concession is liable to be abused-' 
and he is in favour of scrapping it altogether. Have there been, to your- 
knowledge, any instances in Bombay where this concession was abused? — 
As I told the Chairman, I am prepared to show all our accounts to any 
one who wants to satisfy himself that we have not abused any of these 
facilities. 

Has the Currency Commission said anything about Remittance faci- 
lities? 

Chairman: The Currency Commission said nothing specific with regard' 
to remittances. 

940-1. Mr. Ravidas Pantulu : When you ask for these facilities for the 
co-operative banks, are you asking for them on behalf of the agriculturists- 
who play such an important part in the economic life of the country? — 
We feel that we have a claim on. the Government as we help them to get 
land revenue much more speedily. 

9405. Mr. Devadhar: While on this question of facilities and conces- 
sions, is the special assistance claimed by the co-operative movement 
more or less on the same ground on which some facilities are given to- 
the Imperial Bank by Government? — I have already said that while the 
Imperial Bank help the Government in one way, we help them in an- 
other. 
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Chairman : In tlie case of the Imperial Bank, it is not a recognition 
•of services; it is part of a definite agreement. It is one of the items of 
jvhat I may call quid pro quo. 

9406. Mr. Devadhar : In answer to Chairman’s question while trying 
to define the scope of the word ‘bank’ your intention is not to claim any 
special privileges? — Of course noc. It should be able to command the 
confidence of the public as a bank and should be able to carry on the 
duties of a bank efficiently. 

9407. While on the question of defects in the working of the co-operative 
movement, on which our Chairman put certain questions to you and witli 
regard to which Dr. Hyder pointed out the particular chapter in the report 
of the Royal Commission on Agriculture, would you be able to tell us 
whether the poiicy of the provincial banks of starting branches has really 
proved helpful in the direction of removing those defects? — There are two 
opinions on this subject held by two different schools of thought. I thought 
that this subject was sufficiently discussed by the Provincial Committees. 
We believe that there should be branches of the provincial banks because 
we want our branches to be in direct touch with the borrowers and other 
customers whose wants and needs we can study and try to meet. The 
chief advantage is that it not only gives our clients adequate finance but 
it gives them the financial assistance that they require immediately and 
on the spot. It also enables us to look after all the societies working under 
the various branches ; we can cater for their needs on the spot, and business 
on the whole is conducted much better. 

9408. Therefore I think you will be in a position to tell us wdiether it 
has brought down the overdues? — Yes, that has been the experience. 

9409. On page 449 and in paragraph 373 of their report the Royal 
'Commission on Agriculture say, “In Berar, where conditions of agriculture 
as well as of land tenure are very different from those in the Central 
Provinces proper, the state of the movement is more satisfactory. In the 
United Provinces, where the condition of a large number of societies gave 
cause for anxiety, a committee known as the Oakden Committee, was 

appointed in 1925 ’’ You said that the Maclagan Committee and the 

Boyal Commission on Agriculture had certain cases before them. Do you 
think that the question of defects affects the Bombay Presidency just as 
it affects other provinces? — I am expressing my personal opinion that the 
land revenue tenure of Madras, Berar, Punjab, etc., is in a much better 
position than that in other provinces. In Bombay it is the Ryotwari 
system; I believe in the Ryotwari system and I stand by it. 

9410. While on this question of defects, it was suggested to you that 
in certain countries in Europe, certain privileges are claimed after a 
statutory standard is attained by the co-operative movement; and if we 
were to examine the standards attained by people in those countries in 
regard to education and intelligence and compared them to the standards 
obtaining in this country, shall wo be justified in applying the same 
standard? — May I reply in the words of Lord Morley who once said, 
‘-‘The fur coat of Canada may not suit India.” 

9411. But in judging of, the defects of the movement shall we not have 
to take into account the low standards in our country regarding education, 
lintelligence, backwardness of the people, etc.? — I have no doubt that this 
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Committee will take into consideration all these things. The general* 
backwardness of the people of this country is a factor which must be taken> 
into account. 

9412. If you really think that a higher standard of education is required 
for working the co-operative movement in India and bringing it .to those- 
stages which have been attained by other countries, it will mean a much 
larger propaganda in education, Eor that purpose you will require some 
kind of State aid or you would require some more contribution from .co- 
operative institutions than is available at present? — Undoubtedly. 

941B. Therefore if it is possible to spare any money whether that money 
comes from Government or whether that money is found by the co- 
operative institutions, you think that it should be spent for the furtherance 
of education which will be the ultimate measuie ot removing the existing 
defects? — Yes. 

9414. You agree that these defeets''ought to be removed? — Everybody 

agrees. $ 

9415. If any assistance is claimed to achieve the same object, that is 
more or less for the removal of those defects, you would favour the idea? — 
It would certainly be helpful. 

9416. With regard to question 9278, certain profits are distributed and, 
you mentioned to our Chairman that they were equally distributed. May 
I take it that it is a sort of encouragement to good management? — We 
have to divide one-half into all categories, good, bad and indifferent. A 
proposal was made to the Registrar, Co-operative Societies in Bombay, 
to enable us to modify that agreement by which we could pay larger 
rebates to the well-managed societies. The idea was not approved as it 
was found that the provincial co-operative banks wanted to make money. 

9417. But the general principle of giving encouragement to good and 
well-managed societies is practised by some co-operative banks? — Yes, that 
is the practice. 

9418. Chairman : I think in answer to me you said that you follow the 
same principle as the Provincial Bank, i.e., having got a certain sum of 
money from the Provincial Bank as rebate, you distribute it to your borrow- 
ing societies also on the same pro rata basis. — (Mr. Apte) There are two 
different ways. In one case money is specifically brought from the Pro- 
vincial Bank for being advanced to certain societies ; in that case the money 
coming by way of rebate from the Provincial Bank is immediately 
transferred to the societies to which the financing is done. In the case of 
finances made out of our own capital, we follow our own system. 

9419. That does not arise out of my question to you? — No. 

9420. Mr. Mukhtar Singh : District banks take money from provincial 
banks and then advance to societies and there is some money already 
in the district banks which is also advanced to co-operative societies. Do 
you get rebate on the amount that the district hanks advance or only on 
the money that is advanced by the provincial banks? — A rebate is allowed 
to societies which are financed out of the capital of district central banks; 
another kind of rebate is on account of the provincial bank advancing 
to district banks and this kind of rebate is transferred to societies as I have- 
already stated. 



•'107Q 


.0421. So the ultimate borrower gets the rebate : it does not matter 
. whether lie gets the money from the district bank or the provincial bank. — 
.He gets it in two different ways. 

■ 9422. Chairman : In one case it depends on the prompt payment of the 
loans taken and that is what you are now referring to, which really is 
.indirectly connected with good management. — Yes. 

In regard to the rebate which the central bank receives from the pro- 
vincial bank and passes on to its constituent societies, it is a pio rata 
-distribution. But the central bank also allows rebates in connection with 
the prompt payment of advances taken from them and that therefore 
is indirectly connected with what may be said to be good management. 

9423. Mr. Deoadhar : We bad a general discussion with regard to the 
• character of the work of co-operative institutions and the criticism about 
the unfair competition is there. Could you tell me whether there is 
anything in common between tbe' transactions of co-operative banks and 
those of other indigenous banks? — They are quite different. 

9424. I should like to know whether you would say that co-operation 
is not a social service. — Yes, and it is partly moral also, I would lav more 

: stress on the moral side of it. 

:9425. You would not like to say it is profiteering? — Ko. 

'9426. Do you not find a large number of honorary workers there? — 
'I hope 1 am also one of them and you. 

9427. Gradually the principle of self-help with regard to capital is 
being recognised? — Yes. 

9428. I would oven go further and say that there arc certain primary 
societies I came across recently in one talulca in the Nasik district which 
were not dependent even for a single pie on a bank. — There are some 
-societies like that. I gave 40 per cent, as an average. 

9429. Therefore if any money is saved by any concession of financial 
'help it goes to build up the reserve fund of the co-operative societies? — Yes. 

9430. In the case of other joint stock banks it goes to build up their 
own reserve fund which has a great effect on the dividend? — Yes. 

9431. Would you agree that co-operative institutions' stand on a different 
footing altogether from joint stock banks. Joint stock banks have tlieir 
•own sphere and are rendering their service, but co-operative institutions 
are on a different footing and are rendering some kind of service in a 
•different sphere, so that there is very little that is common between 
'them ? — Yes. 

9432. If any money is saved from any assistance secured for the service 
that is being rendered -or that may be recognised, it goes to swell the 
reserve fund of the co-operative institutions which ultimately enables the 
members of such institutions to get money at cheaper rates of interest? — 
You are taking it too far. In the case of primary societies the extent of 
•the reserve fund is very seldom taken into consideration in fixing' the rate 
of interest, but it is taken into account at the time of loans, because in 
the case of primary societies the reserve fund is' very small. It would not 
-amount to more than Es. 'SOG. 
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' 9433. In some societies you have a reserve of 1U. 50,000 or Its. 00,000'.’ — 

'That is an exception. 

9434. That would enable the societies to bring down the rate of interest. 
If a big joint stock bank had a large reserve, it would make money on it 
-and raise the rate of dividend. Therefore the one reduces the burden and 
the other increases the facilities or profits? — But they are in contrast 
with one another. Yc/u cannot compare the co-operative banks and joint 
stock banks. 

9435. Therefore we do not have competition between these institutions? 
— Academically I agree that there cannot be any competition between two 
dissimilar institutions. 

9436. If that be the case, why should any co-operator agree to having 
* half the concession if it is no concession at all? — I am a businessman and, 

if I cannot get the whole, I am satisfied with half. 

9437. If Government were to give this concession and say that all the 
money should be utilised for co-operative education, would you accept it? — 
1 am prepared to accept it. 

9438. It was suggested that one of the difficulties in the way of spread- 
ing the banking net-work was the lack of intelligently trained men in the 
B.A.’s and B.Com.’s. — Formerly we had a special arrangement to take 
probationers and it worked very well. • 

9439. Therefore in the matter of co-operative training the Bombay 
Presidency took the lead by taking probationers as far back as 1916. — It 
was Mr. Devadhar’s idea really, but the Punjab has now gone far ahead 
of us. 

9440. Jn the matter of recognising the need for such training, I think 
we were quite wide awake and a beginning was made in the year 1915 
or 1916. — Somewhere there. 

9441. With regard to the question of postal cash certificates, supposing 
it were decided that all proceeds from this source were to be made avail- 
able for financing rural agriculture for which there is great need, do you 
think people would be patriotically inclined to invest money for such a 
purpose? — Speaking on my own behalf, I think the country is getting 
poorer and that is why we cannot count upon large investments on patriotic 
ground. 

9442. So far as the question of rural agricultural organisations is 
concerned, there are a number of items for which large amounts of money 
would be necessary and the work that is at present being done by co- 
operative banks and institutions has not even touched the fringe of the 
problem. — W r e have done more than touching the fringe of the problem. 

9443. You would agree that a very large amount of work still remains 
to be done. If we give the general public to understand that all monies 
deposited in the savings bank or the postal certificates would be utilised 
for such purposes, do you think it would serve any useful purpose? — I have 
already said that we have at present sufficient money in our own hands. 

9444. Chairman : Mr. Pevadhar is very anxious that the co-operative 
movement should get assistance from Government in various directions. 
I do not in any way at the present moment dispute the need for assistance. 
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But if it is to be given, would it not be better that it should be given 
directly, particularly in view of the fact that the assistance required would 
be different in different provinces owing to the different stages of progress 
of the movement, so that the tax r payer of a particular province would 
be able to give the assistance with his eyes open? — We have asked for 
help in two matters, one is income-tax. I take it that the Co mmi ttee have 
agreed that super-tax should not be charged. 

9445. I have not said anything of the kind. — We have asked for help 
in respect of income-tax and Bemittanee Transfer Beceipts. They are 
both Government of India subjects. 

9446. That is the worst of it. If they are Government of India subjects, 
under the form of constitution as at present stands, indirect assistance 
to a transferred provincial subject may not be given. The Auditor- General, 
to the best of my recollection, has held that such help cannot be given. 
Therefore any assistance to be given, which may be of varying degree in 
different provinces should be in the form of direct assistance to be voted 
by the legislature of the particular province. — I can understand that as 
regards income-tax a money grant would serve the purpose. But in the 
case of B. T. B.’s it is not so much the money that matters or the saving 
in exchange expenses. We really want to help the small trader and small 
businessman to take advantage of these facilities. 

9447. That is a different aspect altogether: in fact you mentioued that 
before and that is the reason why I did not put the question. But since 
Mr. Devadhar has now raised the question of the desirability from the 
broader point of view of Government assisting the movement, while I 
probably would not object to assistance being given, there is this trouble- 
some question of diverting, for provincial expenditure the sources of central 
taxation and so far as I know, it has been held by the audit authorities 
that this is not permissible under the present constitution. — I see the diffi- 
culty. As regards income-tax, I am prepared to accept that the matter 
should be left with the Provincial Governments, because co-operation is a 
provincial transferred subject and we shall approach the Provincial Govern- 
ments if the Government of India cannot make a uniform rule for all. 
But as regards the other, I want Government to give us those facilities. 

< 

9448. Mr. Multhtar Singh: As a co-operator, would you 3 agree with the 
remark made by the Boyal Commission on Agriculture that if co-operation 
fails, there fails the last hope of the agriculturist. — I entirely agree. 

9449. You said that in the United Provinces as long as the land tenure 
system remains, there is no possibility of the success of co-operative 
societies. — I never said that; you put into my mouth words which I never 
uttered. I said you were doing the best under the circumstances and I 
strongly criticised the Oakden Committee’s Beport. I have given my 
reasons for doing so. Here the movement is succeeding, because the ryot 
gets the monev, uses it and gets all the advantage out of it; while in a 
talukdari or zamindari he fears that the profits may not remain with him. 

I do not want to decry anv other province and say that that province is 
better or Bombay or the Punjab is better. I want to co-operate with all. 

I merely made a statement of facts. 

9450. I\ take it from this that you agree that unless a cultivator is made 
a peasant proprietor there would be very little hope for him to succeed.— 



urn . 


J3otli as a co-operator and a student of economics I agree. I wish I could 
do away with the zamindari in all provinces. 

9451. Would you then agree that there is necessity for passing a Small 
Holdings Act as other countries have done? — I see the necessity for having 
tenancy Acts. 

9452. Would you like the idea of providing credit facilities for the culti- 
vators of those places where they are living as tenants to purchase land in 
that province? — That is a very much larger question. At the [Registrars’ 
Conference held at Bombay in 1926 this question of starting land mortgage 
banks was discussed. X was one of the members of the subt-committee for 
drafting regulations and when the question of advancing money from land 
mortgage banks came up, 1 strongly objected to money being used for 
purchasing land. I am referring to my own province and I said that this 
would lead to speculation and I did not want it done. Both Messrs. Calvert 
and Bar ling of the Punjab said that they were not in favour of agriculturists 
buying large lands. But supposing a man had a land here and a land 
there and he could not obtain the middle portion of it to enable him to 
cultivate the whole plot, I said I would not object to his buying that 
portion and we have laid down that except for the improvement of land, 
land mortgage banks should not make advances. But if all tenants are 
to be paid money to buy off their landlords, it is not a feasible proposition 
and I am not prepared to give an opinion off hand. I would like tenants 
to be peasant proprietors, but how it is to be done would be for local Gov- 
ernments or the Government of India to decide. I do not think it will 
come even before ; the Banking Committee. It is not a banking question in 
this form: other countries which are mainly dependent on agriculture or 
which like to help the agriculturists provide money for the purchase of 
small holdings and to make the cultivators peasant proprietors. Take the 
case of Germany or Denmark. 

Chairman: If the Government of India decide as a policy that this 
should be done, it would mean, as in the case of Germany, raising large- 
sums of loans in the market and then using the same for this purpose. 
It is not a banking problem. 

Mr. Manu Subcdar : You have to provide money. 

Chairman : That is, you have to raise loans. Providing banking faci- 
lities does not necessarily mean providing capital for a particular purpose. 
In that case, the question of mere extensions would immediately become 
a banking problem. 

Mr. Mukhtar Singh : If a land mortgage bank is started and it provides 
money for the purchase of land for- the cultivator and the cultivator himself 
provides, say, half the money, would you not consider it* to be a banking 
problem ? 

Chairman : The question of providing land mortgage banks from that 
point of view is a banking problem, but to what extent it should operate 
or give facilities to agriculturists buying the land immediately becomes a 
big 'general question of policy. We are here only to make definite recom- 
mendations about credit facilities ; the other things may be mentioned inci- 
dentally. Thereafter the question of general policy is one for Government 
to decide. 

Vol. Ill 3 T 
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Mr. Mami Subedar : Can we not even recommend that it would be a- 
sound problem for land mortgage banks to advance money to the cultivator 
purchasing the land that he cultivates, if he provides a certain amount of 
money from his own funds and that he should repay the amount in so- 
many years? 

Mr. Mukhtar Singh : It would be a point of order for you to decide, 
Mr. Chairman. You may object to it on the ground that it is not a 
possibility and the proposition is not a sound one, but there is no question 
of its being a banking problem. 

Chairman : It is a matter which we can discuss among ourselves. The 
witness has said that it is uot a matter on which he can give an opinion 
on behalf of his bank. He said that he would not even venture a personal 
opinion. Whatever he has said is on record and he doubts if it is a bank- 
ing problem. I can give a ruling on it when a specific point is raised when, 
we discuss the matter among ourselves. 

9453. Mr. Mukhtar Singh : Is it a fact that no share capital is provided 
for primary societies in. Bombay? — We followed the old principles. 

9454. Mr. Ramdas Pantulu : Of late you have been receiving share 
capital? — Yes. 

9455. Mr. Manu Subedar: Do you consider that share capital is better 
or the old method is better? — I hold strong views on my own behalf and. 
I believe in the Baiffeisen method. 

9456. You feel that without share capital it is possible to work these 
societies successfully? — Yes, but lately instead of share capital we have- 
what is called “Members compulsory fixed deposits”, the only difference 
between the two being that dividend on shares can be paid if there in- 
sufficient profit, but in the case of deposits interest has to be calculated- 
when preparing profit and loss statements. 

9457. Dp you get a sufficient amount of deposits in the case of primary 
societies? — I think I have said that about 40 per cent, of the capital' 
represent members’ own deposits. 

9458. Mr. Mukhtar Singh : It has been reported by some of the pro- 
vincial committees that it is very difficult for a co-operative society to 
advance money at the proper time to its members? — In olden days before- 
the co-operative movement had been fairly well established it might have 
been so, but we have now made arrangements to provide both adequate- 
and immediate finance. But in some cases where we are not satisfied 
with the security offered, then there might be some delay. 

9459. You have a number of co-operative sale societies in your pro- 
vince? — Yes. 

9460. The Bombay Provincial Banking Enquiry Committee in their 
report say “It must be remembered that the question of sale is closely 
connected with the question of finance during cultivation, and unless and 
until the co-operative organisation is in a position to meet all the needs 
of its members adequately and promptly, we think it would not be fair to- 
insist on compulsion”. Do you agree with that view? — Yes, I agree with 
that view. We want sale societies to be distinct from the credit societies. 
The view of the Bombay Committee is that in view of the fact that full 
finance may not have been given by a co-operative society, it would be- 
unfair to insist on compulsion on (members of sale societies to bring tbeif 
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produce to those societies. I entirely agree with that view. Unless co- 
operative societies are able to finance fully all the requirements of the agri- 
culturist in the production of his produce, the man should be at liberty to 
warehouse his produce at the best market. I think the provincial com- 
mittee’s recommendations are very sound. 

9461. Chairman : All that the Bombay Committee say is that until the 
cooperative organisation is adequate enough to meet all the needs of the 
agriculturists it should not tie the hands of the members of sale societies. 
There is a co-operative credit society and side by side there is a sale society. 
What the Bombay Committee say is that these societies are not in a posi- 
tion to meet all the needs of the members and until that position is reached 
a member should not be compelled to take all his produce to a sale socie- 
ty. — That is the position. 

9462. Mr. Muhhtar Singh: If you agree to that what method would you 
suggest for the co-ordination of these two societies? — If the credit societies 
finance for the production of the produce and as soon as the marketing 
stage is reached the sale societies take up the work, then there will be 
sufficient co-ordination. 

9463. Then the difficulty will arise as the work of propaganda will 
belong to neither? — (Mr. Apte) — Why, the district central bank will do the 
propaganda part of it. We have got our inspecting staff which is in touch 
with the credit and the non-credit agencies of the co-operative movement. 

9464. As it is you do not compel members of credit societies to send 
their produce to the sale societies? — As such we do not insist. 

9465. Do the inspecting staff or the authorities of the district bank try 
to find out whether their members are provided with sufficient finance ? — 
.Yes, the inspecting staff is able to find that out. 

9446. Chairman : I think there is an impression or misapprehension in 
regard to this matter. You provide accommodation to a member of a credit 
society to tmeet his agricultural and other current expenses? — Yes. 

9467. Do you give them accommodation to pay off their old debts? — 
Yes, we do in special cases. 

Therefore these are two separate things. Under the existing circum- 
stances of the co-operative movement it is almost an impossibility to give 
adequate accommodation for the latter purpose. 

Mr. Muhhtar Singh : My point is that the jute societies’ failure in 
Bengal was due to the fact that the cultivators mostly got their finances- 
from the mahajans and were therefore liable to sell their produce through 
their mahajans and not through the sale societies. 

Chairman : I am not prepared to admit that point. It is perfectly true 
that in no province, not even in the Punjab, is the co-operative credit society 
in a position to meet all the needs of its members, although in several 
provinces including the Punjab,' ’Bombay and possibly Madras they are 
able to meet the current requirements of cultivation of the agriculturists- 
who are members of these credit societies. 

9468. Mr. Muhhtar . Singh : If the co-operative societies be given the 
same sort of charge on crop produce as is provided for in the Agricultural 
Credits Act 1928 of England, will that not help the agriculturist to bring 
his crop to the sale societies? — It will keep the agriculturist under better 
control of these sale societies. 

' 3 t 2 


/ 



1076 


9460. In that case the agriculturist will bring his crop to the sale socie- 
ties? — Yes, if he is a member of the sale society. 

9470. Do the jails and the Army purchase their requirements from these 
co-operative sale societies? — Their purchases are all made through open 
tenders. Although we have tried to interest the jails in this matter we 
have found it difficult to compete with local merchants in this matter. 5 

9471. Sir Hugh Cocke : Regarding your Bombay Provincial Co-operative 
Bank’s balance sheet, I see you have made a profit in March 1929, 
Rs. 1,2 9,000 in round figures. Is that after providing for the depreciation 
in investments which is referred to in the report? — It was so in 1929 but 
in 1930 out of Rs. 1,54,000 we made a provision for Rs. 94,000 and what- 
ever provision that was made in 1929 was not shown as individual item. 

9472. What about bad debts? — As regards the agricultural societies we 
have not made any losses. As regards urban societies on che recommenda- 
tion* of the Registrar we lent to an Anglo-Indian stores and we lost some 
money in that direction. We may lose money also in the case of one or 
two produce societies but we have made a sufficient provision for all bad 
and doubtful debts that we know of. 

9473. Speaking generally it is the primary societies that make the losses 
rather than the provincial bank. Is that not so? — As a rule it is so. 

9474. In the same balance sheet for 1929 March after the item cash 
credits, you say “this includes amounts due from cancelled societies”. 
Will that be a bad debt? — They are societies still in liquidation and we 
expect to get back all the money. 

9475. I notice in the balance sheet under resources out of Rs. 181 lakhs, 
Rs. 104 lakhs is shown as cash with banks which means that you are using 
far more than half of your total resources in investments with other banks? 
— In this particular balance sheet it was an exceptional position, but the 
case is different in 1930 balance sheet. Deposits with approved banks were 
Rs. 13 lakhs and investment in Government securities was Rs. 44 lakhs. 
It is on the previous years’ balance sheets figures that people have said 
very often that we have no business to ask for any further advances from 
Government. Our balance sheet for 1929 has created that impression. 

* 9476. Have you ever been short of the necessary finance to advance all 
that has been asked of you by co-operative societies? — Primary societies 
never made appeals to us in vain except in the case of those who are hope- 
lessly in debt. 

8477. That being so why is it you consider Gover nm ent ought to come 
to your rescue ? — I want them to help us for the future development of the 
movement. 

9478. If rural postal cash certificates were introduced as against urban 
postal cash certificates do* you think it will be able to attract the savings 
of' the cultivators in. the rural areas? — I think it is a good suggestion. 

9479. Chairman : If this was done would it tend to reduce the deposits 
in the co-operative banks and societies? — So long as the money thus raised 
is ear-marked for the relief of the agriculturists in the rural areas I do not 
mind whether the money is spent through my bank or not. 

9480. So long as the deposits in your bank increase does it not tend to 
improve the prestige of the bank? On the other hand if Government takes 
the money from these rural areas and then make a loan to your bank that 
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does not- in the same way improve the status of your bank?— If Govern- 
ment do not offer competing rates of interest I do not mind. ; 

9481. Mr. Manu Subedar,: With regard to the Remittance question, 
there is a proposal before us by which the cost of internal remittance would 
be done away with.— It would be an ideal thing if it were done so. 

9482. If therefore the cost of remittance was done away with altogether 
and the facilities, which the Imperial Bank is now enjoying and which you 
claim the co-optative banks have a right to enjoy, were freely allowed by 
Government to every body on condition that they were passed on to the- 
public, you would favour that ideal? — What do you mean by ‘everybody’. : 

9483. Supposing there is a joint stock bank in a certain place and 
another somewhere else, the manager in charge of a branch in one place- 

will be free to send his money to every other place. Nobody would thus 
make any money out of the transaction; the facilities would go to the 
prime user? — Are you quite sure -that the facilities will be transferred to- 
the prime user? 

004. It is an ideal which has been put before you? — As ah ideal I am 
in favour of it. 

9485. .You said that you wanted this facility as a money -making., pro- 
position; whether you want to oblige your small trader is a question of 
right. — -My point is that the Government should treat us on the same lines 
os they treat the Imperial Bank. 

9486. Chairman: I thought that in answer to a question of mine you 
said that you wanted this concession not to provide an increase in the 
profits 1 of the co-operative institutions but simply for the benefit of their 
cust-omers ?— Quite right; if Government were to lay down that condition, 
for' us, I want them to lay down the same condition for other banks. 

9487. Mr.’ Mariu Subedar : If these facilities are not extended to other 
constituents, would you stipulate that you would not make more than a 
certain charge? You receive a privilege and as a matter of public service 
if you are asked to jgive the same concessions to your constituents, you 
would be quite willing? — -Yes, if our self-respect is kept up. 

4988. I would., like to know whether your bank does the audit of the 
primary societies to whom money is lent out? — It is done by Government 
auditors; we get the audit memos, from the Government auditors. 

9489. I put it to you whether -you think that in the matter of redis- 

counting your co-operative paper, the Imperial Bank now and the Reserve 
Bank when it is established, should have the right to pick and choose what 
paper they would like to discount? — Of course they must have the right 
to do so. „ . • * 

9490. Do you rediscount your paper with the Imperial Bank?— The 
Imperial Bank have choked us off both as regards the Government securi- 
ties and the agricultural paper. 

v 9491. But you would give the Reserve Bank the power to select the 
paper? — Certainly they’ would have every right to do so. 

• 9492. Do you agree that the borrowings of Government in large volumes 
and at heavier rates in recent years have diverted funds which would 
, otherwise have gone into trade and industry ? — I have come here as an 
agriculturist. 
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9493. I simply want to know whether you think that if Government 
had continued to borrow on the salme scale as before and if they had not 
offered very heavy rates, the depression through which the country has . 
been passing would have been lighter? — I quite agree that more money 
would have come to the industries. 

9494. Would you ask the Beserve Bank, when it is established, to take 
over the whole of the savings bank money and retain it not as part of 
Government account but as a separate account to be used as the funds 
of the Beserve Bank, so that the Bank could feed the general money 
market and bring down the rates? Would -you prefer such a system? — 
Prima facie it seems a very good suggestion. 

9495. I see from the report of the Provincial co-operative banks that 
you are paying 4 and 4£ per cent, on your deposits. How do these rates 
compare with the rates given b.y the Imperial Bank and the exchange 
banks? — The Imperial Bank gives lower rates while the exchange banks 
give higher rates ; we offer 4| per cent. 

9496. How would you like the suggestion that foreign banks should be 
prohibited from taking deposits in this country with a view partly to 
protecting the depositors and partly to favouring those foreign institutions 
which register themselves under the law of this country and become 
Indian? — It raises a much larger question such as the question of protec- 
tion. In this case also the question of the consumer, namely, the borrower 
in this case, will be pitted up against your proposal. . 

9497. It is not my proposal; it is a proposal which has emanated from 
discussions before this Committee. — Then it might be put forward that 
the exchange bunks have been rendering service to this country. What 
right have you to withdraw the concessions they have been enjoying? I 
certainly want Indian indigenous banking to be encouraged by all possible 
means. But how that should be done is a question I would leave to this 
Committee to decide. 

9498. You would then as a businessman say that there was no objection, 
c>3 part of the national policy, tc prevent foreign banks from operating in 
this country with full rights including rights to take deposits? — I would 
like my country to be self-contained as regards industries, insurance, 
banking, shipping, etc. 

9499. Would you like this Committee to suggest such measures as 
would ensure the achievement of these objects? — As an Indian I would 
be most grateful if this Committee undertook that. 

9500. Chairman : You said that the country was generally getting 
poorer but still from what Sir Hugh Cocke brought out, it appears that 
you are getting deposits and that you cannot use those deposits to the 
advantage of the agriculturist, at least at the present moment ; is it possible 
for you in any way to reconcile these two facts? — Unfortunately the Gov- 
ernment of my Bombay Presidency is not helping the expansion of the 
movement. If my Government had been moving like some other local 
Governments, for instance, Punjab, this question of funds lying idle would 
never have arisen. 
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THIRTY-SECOND DAY 
Wednesday, the 15th October 1930. 


Present : 


Sir Bhupendra Nath Mitra, K.C.S.I., K.C.I.E., C.B.E. (Chairman). 


Mr. 'Manu Subedar. 
Sir Hugh Cocke, Kt. 
Dr. L. K-. Hyder. . 


Mr. V. E AMD as Pantulu. 
Mr. R. W. Buckley. 
Choudhri Mukhtar Singh. 


Mr. V. K. Aravamudha Ayangar, M.A., C.I.E. ( Secretary ). 

Mr. R. ,P. Masani, M.A. (Joint Secretary). 

Air. B. Mukherjee, M.A., P.R.S., E.E.S., Reader in Economics and 
.‘Sociology in the University oi Lucknow, was examined. 

9501. Chairman : You are Reader in Economics and Sociology at the 
.Lucknow University? — Yes. 

9502. In that capacity you have made a theoretical study of matters 
•connected with banking which are dealt with in your memorandum?— Yes, 
only theoretical study. ■ I must say that I have no practical experience 
-of any bank, nor of any industries. As a teacher, I have to do the theoreti- 
cal portion of it. 

9503. You say:, .“It is undeniable that the ordinary commercial banks 

have not served the industrial needs of the country. They have not 
financed industries largely. They cannot possibly do it, having regard 
to the nature of their own business and the needs of the industries.” Are 
you aware that commercial banks, as well as the Imperial Bank, do finance 
industrial concerns largely in regard to their working capital when adequate 
-security is forthcoming? — To a certain extent, yes. But the extent to 
which the Imperial Bank and other banks finance industries must be very 
limited, considering the size of India and the extent and magnitude of our 
industrial needs., - ■ 

9504. Have you any information on that point or is it purely your im- 
pression ? — I have no practical knowledge. 

9505. Nor any statistics? — No. • 

9506. In the course of evidence given before us we have heard a good 
•deal on the subject and we have gathered that wherever the bank considers 
it a sound proposition to make advances for 1 working capital and where 
adequate security is -forthcoming, it never hesitates to do so — I agree that 
where adequate security is forthcoming commercial banks are prepared to 
lend money. But commercial. banks chiefly supply short-term capital; they 
•do not supply adequate finance which is meant, to be locked up for a long 
period. - Secondly, the Imperial Bank is not permitted to lend for more 
than six months, and the industries which are in need of money naturally 
. w-ant it for a longer period than that. , 

9507. I., am referring to working capita! only. Though there is the six 
months’ rule,' the advances given for six months can be renewed at the 
end of six months for another six months and we have gathered , that there 
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are cases where, if adequate security has been forthcoming, the Imperial 
Bank has renewed advances jgiyeh for working capital for no less a period 
than 15 years? — I did not know that, it is a surprise to me. For what 
industries were' such advandbs*. made? , . u&ti- -• 

9508. The Imperial Bank gave us a list of the various classes of in- 
dustries which they have been financing. I do not mind showing you that 
list (the witness was shown the list)? — If the Imperial Bank is doing it, 
all I can say is that it must be 'doing it since the Indian Industrial Com- 
mission’s report was published. 

9509. The Imperial Bank came into existence in 1921? — I cannot offer 
you an opinion until I know whether these industries financed by the Im- 
perial Bank were Indian industries or not. 

9510. They are mostly Indian industries and the particular case I was 
referring to in which the bank renewed the advance for 15 years was a big 
industry? — I never knew that the Imperial Bank was financing so many 
Indian industries. 

9511. It is only a question of adequate security. If there is no 
adequate security, it is not a sound business proposition. For the purpose 
of developing industries the State may spend the taxpayers’ money even 
if adequate security is not forthcoming and perhaps lose the money, but 
that is a quite different proposition? — What is the adequate security 
which most of these industries can offer? 

9512. After a certain stage they can mortgage the goods manufactured 
and get on that some advance from banks which would provide them with 
the working capital. There are additions to block, extensions, replace- 
ments, etc., and in regard to these, though the Imperial Bank cannot take 
them up, other joint stock banks can? — Have they fully done it? 

9513. One banker told us that he was doing it very frequently. It is 
a question of security? — The security which most of the small Indian in- 
dustries can afford to offer is not a security which these banks would*’’ 
generally accept. 

9514. Therefore it is not good security. If if is not good security, it 
ceases to be a banking proposition? — I cannot say that it is not good 
security; that after all is a matter for expert opinion. The bank is of 
course the best judge. But there is a complaint that Indian industries do- 
not get that amount of consideration from commercial banks which they 
are entitled to get. 

9515. That is merely your impression and you have read it from papers 
or heard it from people. Can you give us a single case in which an 
industry run by an Indian concern has failed to receive accommodation 
from a bank though it was prepared to produce adequate security? — I can-' 
not give you a specific instance, because I am not connected with any 
industry or bank. All I know is what I have read from papers. 

9516. Mr. Bamdas Pantulu : By saying that commercial banks have 
not financed industries largely, you emphasise the word largely and you 
do not deny that they do finance industries. What do you mean bv 
'largely’? — My idea was that some of the banks were financing industries 
but not to the extent necessary, considering the size of India and the 
magnitude of her wants. I did not know that the Imperial Bank was 
financing industries. There was no possibility of getting this information and 

• but’ for the Banking Committee, the information would not have come out. 
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9517. Mr. Mukhtar Sinyh : Do you consider that banks would advance 
money on the security of block capital, buildings, etc. ? — An industrial 
bank may do it, not the commercial banks. Commercial banks must work 
on the basis of certain recognised principles necessary for financial pru- 
dence, and they deal chiefly with short-term capital. 

9518. Would it be possible for industries to offer any other security 
when they are in the infancy stage? — Yes, provided they have good pros- 
pects and a reasonable proposition behind them, which an Industrial bank 
can consider satisfactory. 

9519. No industrial bank is yet established and commercial banks are 
not giving accommodation on block? — I cannot suggest that commercial 
banks should lend monev on block. 

9520. They are not doing it. If they are not doing it, do you consider 
that it is possible for industries to succeed? Would it be possible for them 
to get finance elsewhere? — It would be very difficult. 

9521. Chairman : We understood from other people that if security 7 
were available, the/e would not be much difficulty in obtaining money from 
joint stock banks. I was trying to find out from you whether you had 
any information to place before us to the contrary. You said you have 
no information and all you have said is based on impressions? — And from 
« study of the papers. 

9522. You further state that “the financial facilities which our indus- 
tries need and which they now so greatly lack can best be provided by 
industrial banks alone” and you refer in this connection to the recommen- 
dation of the Industrial Commission of 1918. You are aware that the 
main function assigned to the industrial bank recommended by that Com- 
xnission was the financing of small and middle class industrialists, parti- 
cularly in regard to the provision of working capital. Are your ideas about 
the functions of the industrial bank proposed by you similar to those of 
the Commission? — I would go a little further. The Industrial Commission 
specifically mentions small and middle class industrialists. I would leave it 
to the discretion of the industrial bank which might be established and 
would not lay down a hard and fast rule of limiting the size of the industry 
and say that this is the limit up to which the industrial bank can go and no 
further. I would say generally that the industrial bank should finance not 
merely the small industries which the Industrial Commission thought of, 
but even bigger ones. 

9523. Therefore you would impose no limitation? — No. 

9524. Mr. Ramdas Pantulu : In your memorandum you say “the vital 
point is that the assistance to be given to the industries must be for a 
definite period only until they are sufficiently stabilised and are able to 
command capital and credit in the ordinary way from the money market.” 
The implication of that sentence is that you would exclude well-established 
industries such as cotton and jute, which are already financed and are 
working, from the operation of the industrial bank? — I never meant that. 
Supposing a new cotton mill is started, that would be a new industry. 
3\Iy point is that we cannot adopt as a principle spoon-feeding of mdustries. 
After all an industry must stand on its own legs, but for a limited period 
of time it might want assistance. I am for giving that limited assistance. 
That is why I make loans renewable. If the bank thinks that it might 
safely continue the assistance for another period of 8 years, it may be done. 
But there must be some limit’. 
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9525. Chairman: You would provide for 3 years in the first instance and 
renew loans for a further term of 3 years, i.e. f altogether 6 years?— Six 
years is a sufficiently long period during which an industry ought to stabi- 
lise itself. 

9526. There is the further difficulty that you practically limit the assis- 
tance to Bs. 50,000 for any one concern. Do you really think a new cotton 
mill can be started with that amount? — I was merely giving it as an 
illustration. 

9527. Mr. Bamdas Pantulu’s impression was that you could not pos- 
sibly have intended that assistance should be given to big and well-estab- 
lished industries and you say that was not your intention. Therefore. 
I am referring you to another passage in the memorandum in which you 
practically restrict loans to Bs. 50,000. Beyond that it would be a matter 
for Government and Government would have a right of veto? — Bs. 50,000 
is a sufficiently big capital with which not merely small industries but even 
industries a little bigger than that could be started. The cotton in- 
dustry is a long established industry. If there is a new venture asking for 
an assistance of Bs. 50,000, the industrial bank would give it. 

9528. Do you desire to urge seriously that Bs. 50,000 would be sufficient 
to start a new cotton mill? — Of course not. I refer to the cotton mill 
industry because you said that the cotton industry is a sufficiently long 
established industry. 

9529. Sir Hugh Cocke : Experience has shown that many concerns 
which expect to be able to pay their loans or finance themselves in six 
years are not in practice able to do so. Therefore, the industrial bank 
would not get its money back and eventually incur a loss. You anticipate 
that industries would be sufficiently stabilised and able to command 
capital and credit in the ordinary way from the money market in the 
course of six years. You want an extraordinary amount of foresight to 
know whether in six years the bank is going to get back its money? — -I 
can concede that there might be certain industries which would want 
assistance for a longer period, but generally speaking, there must be a 
limit. After all you cannot grant assistance for an indefinite period of 
time. If the industry shows signs of prosperity, you can renew the grant 
for a further term of three years; six years. I thought, is a sufficiently 
long period for an industry at least to show that it can do well. After six 
years when the loans are repaid, I think the new industry would be in a 
sufficiently strong position to command outside capital. 

9530. Chairman: The Industrial Commission of 1918 observed: “It 
appears to follow that an industrial bank with a sufficiently large capital 
to ensure its safe working must, at any rate for some time, combine ordi- 
nary banking business with its industrial activities to enable it to obtain 
a return on capital.” You have proposed that your industrial bank should 
not be permitted to undertake ordinary banking business such as ad- 
vances, current accounts and receipt, of short-term deposits. In making 
these proposals, have you given due consideration to the views of the 
Industrial Commission? — f have. But my suggestion was a counsel of 
prudence. Most of the industrial banks which were started immediately 
after the War during the boom period combined industrial finance with 
ordinary banking business and they never succeeded. For example, the 
Calcutta Industrial Bank, the Karnani Industrial Bank and the Indian 
Industrial Bank all started with industrial finance and ordinary banking 
business. I would like the two to be kept separate. 
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9531. There is some misapprehension. I do not know whether you 
have actually investigated the position of these so-called industrial banks 
which were started after the War and which came to grief. — No, I could 
.not do it. 

9532. Therefore, it is only your impression that they came to grief? — 
No. I look to facts. They all went into liquidation. 

9533. An industrial bank, if it is to function at all, will have to give 
not only long-term loans but also short-term loans. Why should it not 
find the money required for short-term loans from short-term deposits? 
T fully realise that there must be adequate safeguards and that the bank 
must not advance for long periods money which it has raised by short- 
-term deposits. But what is the reason for debarring it from taking short- 
term deposits? — It is only a counsel of prudence. Once you allow it, it 
would be very difficult to keep within limits. Banking is such a conserva- 
tive business that it requires no end of prudence and foresight. 

9534. If your ideas are to be pursued, then even for making short term 
-advances, these industrial banks must depend on long-term deposits? — Yes. 

9535. The Industrial Commission referred to the question of a return 
on capital; how would you meet that difficulty? — I do not think it would 
be very difficult for industrial banks to make some profit. 

9536. Mr. Bamdas Pantulu : Why do y.ou fix a period of two years for 
fixed deposits? — It might be more; I say ‘not less than twQ years.’ 

9537. Do you contemplate that all advances should be for two years? — 
There might be exceptional cases where an industry might require assis- 
tance for less than two years. 

9538. Probably joint stock banks would not give any further advance 
for current expenses of industries which are already running when an 
industrial bank is started, because industrial banks would have greater 
facilities for knowing the value of securities, products and so on. I expect 
that no industrial concern would ask for help for a period of 3, 6 or 9 
months or one year normally, but every industry would borrow money for 
a longer period? — I was thinking only of those cases where an industry 
requires actual assistanee. 

9539. In a place like Calcutta most of the industrial concerns would 
go to the industrial bank for short-term accommodation for current ex- 
penses for 6 or 9 months. Why should the bank take 2 years’ deposits, 
■simply because a portion of its funds is to be lent out for three or six 
years? — The proportion of short-term assistance would be smaller. 

s 

9540. Chairman: You ask what the exchange banks have given India 
in return for the profits derived by them. What would be your answer to 
the argument that the development of India’s foreign trade has been of 
mutual benefit to India as well as to the exchange banks? — The develop- 
ment of foreign trade has certainly been to the benefit of India, but ex- 
change banks might have done a little more in helping Indians to a greater 
share of that foreign trade. 

9541. Hove you any idea as to what the share of Indians 'in foreign 
trade is? — It is not very large. 

9542. Have you any definite idea? — It is difficult to give an exact per- 
centage. 
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9543. You state that the “safety of Indian depositors’’ requires a certain 
amount of control over the operations of foreign banks. Have you any 
instance in mind in which depositors in a foreign exchange Hank have lose 
their money? — I have mentioned this mainly on general considerations. 
If the Government of India gives assistance to a particular industry, 
naturally they are entitled to a certain amount of control or supervision on 
that industry. If a large number of Indian depositors deposit large sums 
of money in foreign banks, they ought to have some guarantee of safety 
with regard to their money. 

9544. I can quite see the general argument, but have you any instance 
in mind in which depositors in foreign exchange banks have lost their 
money? — I am not sure what happened in the Delhi and London Bank 
which failed long ago. 

Mr. Buckley: They were taken over by the Alliance Bank of Simla. 

9545. Chairman: So far as I know the depositors did not suffer at that 
stage. You cannot give us any information? — No. 

9546. Mr. Ramdas Pantulu : I thought you were making this statement 
on the ground that Indian depositors have no means of knowing the state 
of banks, because they do not publish any balance sheet? — We do not know 
where they use the money, how they use it and whom they assist. 

9547. Chairman: If the depositor is so gullible that he cannot look 
after his own interests, is any method likely to prove adequate to prevent 
him from losing his money? The depositor must know all these various- 
disadvantages, but if in spite of that he prefers to deposit his money with 
that particular bank, can any effective means be taken to prevent his 
doing so? — The depositor goes to that bank because of the terms he gets. 

9548. Chairman: At the present moment the depositor is not com- 
pelled to deposit his money in any particular bank or institution: He 
alone is satisfied that his money is safe with any particular institution, 
and my point is whether it is possible by any method to prevent him from 
doing so if he deliberately chose to put his money in the foreign banks? — 
So far as the indigenous bankers do not publish their balance sheets I 
have suggested the same thing. In regard to deposits in the foreign banks 
people go and deposit their money because of the terms they offer and 
generally speaking exchange banks are sound businesses. 

9549. Is it your proposition that the terms, by which I suppose you 
mean the rate of interest, offered by the foreign exchange banks are 
higher than those offered by the Indian joint stock banks or even the 
indigenous bankers? — What I say is, considering the security and safety 
of these exchange banks, the terms are tempting. 

Therefore from your statement it naturally follows that the exchange- 
banks are sound businesses. — Generally, but -not all. 

9550. Mr. Manu Subedar: There were only 6 foreign exchange banks 
in this country before the war, but now there are no less than 17. Do you 
think that all of them are secure and safer than any Indian institution? — - 
It cannot be. 

9551. Chairman: In. fact it was precisely what I tried to get 
from you. Can you .give me an instance of a foreign exchange bank in 
which the Indian depositors have lost their money? — I cannot give you 
any specific instance, but my idea is that you cannot argue on it as a - 
general proposition. I have not got the inferiority complex in me so- 
far as the Indian banks are concerned.- 
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9552. But it is not a question of superiority or inferiority complex. It 
is the will or desire of the depositor. That being so, how can you stop 
him from doing so? — You can educate him. 

That is another matter. It is for you, professors, to do that. This 
Committee, unless it becomes a permanent institution in the country can- 
not do this land of work. 

9553. Mr. liamdas Pantulu : Your point is if the depositor is entitled 
to certain protection from the State and the banking law of the country, 
you should take certain precautions in regard to all banks. So you will 
insist, in the interests of the depositor that these banks should keep a 
certain amount' of fluid resources and a certain portion of cash to meet 
the demands of the depositors? — Yes. 

955-1. Therefore, is it ;>our view that the Indian depositors are entitled 
to protection and you think that this Committee should lay down definite 
proposals? — My point is that the interests of the depositor must be safe- 
guarded. These foreign banks do not publish their balance sheets. 
Whether it be joint stock banks or foreign banks, they should all be asked 
to work under proper control as is the practice followed in every civilised 
country in the world. 

t 

9555. Mr. Maim Subcdar: You remember that in 1926 a Japanese bank 
called the Bank of Taiwan closed its doors temporarily in Bombay and 
the Indian depositors were in great difficulties although they did not 
ultimately lose their money. Next time if such a thing occurs it might 
prove to be disastrous; and therefore your view is, I take it, that even if 
the depositors are educated about the position, it is the duty of the State 
to protect the interests of the depositors? — The instance you have cited 
strengthens my case. My point is that the interests of the depositors 
should be safeguarded. 

9556. Mr. Buckley : T put it to you that not a single Indian 
depositor lost a single pie through the temporary closure of the Bank of 
Taiwan at Bombay. — I accept your statement, but is there any guarantee 
that a similar state of affairs will not recur in the future and people may 
not lose their money, although I am glad to be told that the Indian de- 
positors did not lose at all in this particular instance. 

9557. Chairman ; On the general question we have got sufficient facts 
to enable us to come to conclusions, but when you say that “they should 
be compelled to publish half-yearly statements of their assets and liabi- 
lities", I presume you only refer to the Indian transactions? — The whole 
business is inter-connected. 

At the present time every foreign bank publishes a statement of assets 
and liabilities. However, as you do not actually possess the information, I 
will not pursue the matter, 

9558. Mr. Manu Subcdar: May I take it that your conclusion is that 
on account of the various grounds including the protection of the interests 
of the Indian depositors you will not allow the foreign banks to work in 
this country unless they do so under the Indian law and under the res- 
trictions that are imposed on Indian banks at present in this country? — 
Government ought primarily to look after the intex-ests of the people of 
India. Government ought to see that we have a certain amount of control 
over these foreign banks. 
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9559. Would you allow the foreign banks to receive deposits in India? 
You know how these deposits which are largely Indian savings, are being- 
used by these banks to finance foreign nationals. Would you allow those- 
eonditions to go on? — I would like to impose some restrictions on their 
work just as there are restrictions in other countries of the world. 

9560. In other countries is their freedom to receive deposits restricted? 
. — That is so. 

9561. If they want to take deposits in this country, they must register 
themselves under our law. Would you agree to that proposition? — I am- 
perfectly agreeable to that. 

9562. Chairman: Would you yourself advocate it? A foreign ex- 
change bank may agree to submit itself to certain forms of control which 
might include publication of balance sheets, a particular form of licencing 
terms, etc., but the further condition that no foreign exchange bank which 
does not register itself in rupee capital in this country should not be 
allowed to take in 'deposits in India is an additional condition, which may 
or may not be wholly required from the point of view of the interest of 
the depositor. Here we are concerned only with the safety of the Indian 
depositor. Prom the point of view of the safety of the Indian depositor 
do you consider it necessary that a foreign exchange bank which does not 
register itself in rupee capital should be prevented from taking any 
deposits? — -It should not take deposits without taking a licence, which will 
regulate the conditions of the deposits. 

9563. A licence would not regulate the deposits. In fact I am coming 
to your specific provisions almost immediately, but here we are discussing 
the question of the safety of the Indian depositor and from that point of 
view do you think it necessary that any foreign bank which does not register 
itself in rupee capital must be debarred from taking deposits if it subjects 
itself to certain other conditions which may be considered necessary by 
this Committee or Government? — Debarring of Indian deposits is not for 
the protection of the depositor, but it is for the protection of Indian 
interests. 

9564. By protection of Indian interests, do you mean that the deposits- 
received by these exchange banks in this country should be utilised fully 
for the development of India’s industry and trade? — That is exactly my 
point. Indian industry and trade ought to have the first charge. 

9565. For the same object will you also prevent an Indian from invest- 
ing his money in foreign securities? Apparently, my information is that- 
something like Bs. 50 crores of the savings of Indians have in the last 
3 or 4 years been invested in foreign, securities, which means that that 
amount has ceased to be available for the development of Indian industry 
or Indian trade? — Bs. 50 crores invested in foreign securities? 

9566. I am not able to tell you whether that figure is quite correct,, 
but that is the private information that I have been able to gather? — I 
am very much surprised to hear that such a large amount of Indian money' 
is invested abroad. 

9567. You would in that case also interfere with the right of the private- 
individual who wants to invest his money in foreign securities? — Assuming 
that Indians have invested in foreign securities, it is very difficult to 
impose any restriction on the liberty of private individuals.. 
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9568. Supposing an Indian who puts his money in these foreign banks 
now prefers to send it out of India for purposes of investment in foreign 
securities, how will you achieve your object then? — My impression is that 
such cases will be few and far between. 

9569. Mr. Manu Subedar : When a situation of that kind arises, a 
National Government always takes some precautionary steps. Are you 
aware that during the War and immediately after the War both in Germany 
and to some extent in Britain and in the United States of America restric- 
tions were placed as an emergency measure on the export of capital to 
safeguard the National interests? — I agree. Government must take action 
to meet such emergencies. 

9570. Would you also agree that a higher exchange prevents the import 
of foreign capital and also leads to the export of capital? Prim a facie, if 
there are no serious causes leading to capital displacement, you do not 
expect that capital will be exported? — No. 

9571. Dr. Hyder: When the war broke out did this item of foreign, 
investment prove to be an item of strength or weakness so far as England, 
was concerned? — Generally, when you become a creditor country, this 
is a sign of strength. In regard to England the case was different. 
They exported capital abroad after meeting all their needs. 

9572. Mr. Manu Subedar : Would you call a country a creditor country 
if the credits were more, as you would see that in spite of the fact that 
India has exported Bs. 50 crores, still it is not a creditor country? — That 
is true. 

9578. Chairman: 1 think you lay stress on this point that you want 
the savings of Indians to be used firstly and fundamentally, to meet 
India’s requirements? — Yes. 

We have been told that the exchange banks use almost all the deposits’ 
which they take in this country for the purpose of financing of foreign 
trade of this country? — We do not know exactly how these exchange- 
"hanks are using our money. 

9574. Supposing it were established that they are using all their 
deposits in financing the foreign trade of this country, what would you 
say to that ? — Then I will ask the question as to how much they utilised for 
helping Indians as against foreigners? 

9575. Therefore you would begin by making a racial or communal dis- 
tinction? — I do not make it, but the impression that we have gathered 
is that these distinctions are made by banks themselves. 

9576. Therefore you are for a retaliatory measure? — No, but I want it 
as a self-protecting measure. Every one has the right and duty of self- 
defence. 

9577. Mr. Bamdas Pantulu: I am not quite able to follow the dis- 
tinction you make with regard to the action you want to take against the 
exchange banks taking deposits m this country and the Indian deposits 
going into foreign countries. I thought you said that the exchange banks 
should be prevented from taking deposits in the national interests. By 
that I understood you to mean that India should have her capital available 
for large schemes like the formation of land mortgage banks and industrial 
banks and. so on. Therefore if the exchange banks do not take these de- 
posits vou expect this money to flow into Indian joint stock banks, co. 
operative banks, etc., which will finance the Indian concerns. Therefore, 
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you think the best way of drawing this money from the exchange banks 
into Indian business is by prohibiting exchange banks taking deposits. Is 
that not your point?— I would not prohibit them provided they worked 
under our Indian law and were amenable to our control. 

9578. Supposing they submit to the same restrictions like any other 
bank in' India, supposing the exchange banks say “we are perfectly 
willing to fall in under the Indian law”? — If they, agree to take Indian 
directors and Indian capital and submil to other forms of control, I would 
not object to their doing business in this country. 

9579. Therefore, it is more a question of control than anything else? — 
Yes, it is a question of adequate control. 

9580. Mr. Manu Subedar : Can you have adequate control unless they 
became Indian companies with Indian directors, Indian shareholders and 
Indian rupee capital? — I agree with you there. 

9581. It has been suggested to us that if the exchange banks were 
given by the Reserve Bank Board or the Binance Member a licence to 
work in this country that will be an enough safeguard. Would that be 
enough safeguard to Indian depositors or a proper safeguard against the 
competition of these foreign banks in this country? — It all depends on the 
terms of the licence. 

9582. If the licence simply says that the balance sheets must be alt 
right and periodical observations must be made by an officer appointed for 
the purpose, will that do ? — That will not be adequate protection. In order 
to have some Indian institutions engaged in exchange banking some kind of 
restriction is also necessary to avoid Indian exchange banks being killed 
by deadly competition. 

9588. You know of the shipping warfare that took place a few years 
ago and how a foreign shipping company offered to take passengers free 
of cost as against an Indian company to crush the latter? — I know of 
that full well and I know that the foreign shipping company even volun- 
teered to give free refreshments to passengers that plied between Calcutta ‘ 
and Chittagong. 

9584. I would like to have your opinion of another aspect of this 
question which is that if some of the foreign banks did choose to register 
themselves under the Indian law because the field is profitable in order 
to enable them to take Indian deposits would you not give them some 
preference over those foreign exchange banks who would not care to 
come under the Indian law? — Yes, some preference should be given. 

9585. Mr. Manu Subedar : If some of the foreign banks did choose to 
register themselves under the Indian law in order to enable themselves to 
take Indian deposits, what would you do with those foreign banks which 
said that they would not come under your law? — I would let them go. 

9586. Chairman,: We want to know what your proposition really is. 
Do you want that any foreign exchange bank which is allowed to take 
Indian deposits must register itself as an Indian company with rupee 
capital, etc., or do you want — and this aspect may be the more important 
—that it should be subject to certain control which would safeguard the 
interests of the "depositors and which might also ensure that Indian 
deposits are used 1 for Indian purposes? — My reply to that would be that 
so long as these exchange banks subjected themselves to the control of 
Indians, register themselves under the Indian banking law and give 
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adequate protection to our people and look after our interests’, I wouId : 
permit them to take deposits. 

9587. Are you aware that control can be and! is exercised over foreign 
banks in other countries without insisting oh conversion of the foreign 
■company’s capital into local currency? — Control can be exercised without 
insisting on' that. 

9588'. Do you then insist that these foreign exchange banks, before 
they are allowed' to take deposits from Indians in India, should convert 
themselves into companies with rupee capital or would it satisfy your : 
requirements if steps were taken to provide for an adequate control over 
these foreign exchange banks without insisting that they should register 
themselves in India with rupee capital? — Of course it is possible in some 
foreign countries without insisting on the conversion of the capital. But 
with regard to the 'exchange banks which are already doing business, con- 
version of capital would be difficult, almost impossible. In regard to the 
new banks that might be started we might insist on rupee capital. If 
we have Indian capital, our control would be much more effective. 

9589. Mr. Manu Subedar : What about the profits which the exchange 
banks are making. Unless you insist/ on their registering themselves iu 
this country in rupee capital, the Indian banks would have no chance? — 1 
It would be difficult to insist on rupee capital in the case of those exchange 
banks which are already working; but I would suggest rupee capital in 
the case of new companies. As a matter of fact' I would not like to 
impose too many restrictions all at once. 

9590. I suggest to you that preference should be given to exchange 
•banks with rupee capital and that others should not be allowed to take 
deposits? — If the foreign banks with foreign capital submitted to our 
•control, I would let them accept Indian deposits. 

9591. Mr. Bamdas Pantulu : Supposing your conditions about these 
exchange banks registering themselves with rupee capital in this country 
and coming under the Indian law are not satisfied and supposing that the 
control that you mention is not forthcoming, in that case would you 
allow these banks to take deposits from India? — No. 

9592. Supposing it was ascertained that 50 per cent, of the foreign 1 
trade is in Indian hands, would you allow the exchange banks under 
existing conditions to take half the amount of deposits ?■— How am I to 
know that ? And how are you going to prescribe the limit in the case of 
each foreign bank? 

9593. If such money were required for the financing of the trade m 
Indian hands, will you agree in theory that the foreign banks should not 
be allowed to take deposits to that extent? — As a purely theoretical pro- 
position, if they do not agree to our conditions, I would not let them 
take our deposits. If the deposits are stopped, I think that will be 
■sufficient for the purpose. My idea is that the form of control which 
we want to exercise would be practicable and that it would not be neces- 
sary to take the extreme step of stopping deposits. 

9594. Chairman: You state that all foreign banks should be compelled 
to take a certain number of Indians for training as apprentices. Is it 
your idea that these' apprentices should be’ trained with a view to and 
under an agreement for employment in the banks, or’ is it your idea tnat 
such banks should give practical training to students? — Of course it would 
be impossible to insist that all apprentices must be taken' up by banks’;-' 
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that would be difficult. But 1 would insist on the facilities for training 
being given. The material we can produce would turn out first class men, 
provided we get adequate facilities for training. I have in my mind a 
particular case in the Luclmow University where we have a Faculty of 
Commerce; this Faculty of Commerce gives specialised training in Advanced 
Banking, Auditing and Accounting. Some of the B. Com.’s that passed 
tried to get into certain banks for training; but the arrangement was 
found to be unworkable; what the banks wanted was that these students 
should come during office hours. With great difficulty we put in two boys 
and one of them, I am glad to say, has now been taken up by the. 
Midland Bank of England. 

9595. Chairman-. For training or for employment? — My information is 
that he was first trained and subsequently employed. 

9596. I am interested to know this. Can you give us his name? — -I 
am afraid I cannot give you the name of the boy. If you want the 
particulars, I can get them for the Committee. 

We should be obliged if you would. 

9597. Mr. Manu Subeclar: Do you know of any of your students who 
has been admitted for training with any of the exchange banks in India ? — 
No, not one; the utmost they can look for is Central Co-operative banks. 

9598. Chairman : You say that when the Imperial Bank of India Act 
was passed, Government surrendered to the clamour of the exchange banks 
and that restrictions were accordingly placed on the Imperial Bank "as 
regards foreign exchange business". Have you any authority for this 
statement? — My authority for the statement is the Imperial Bank Act 
itself. When the Imperial Bank Bill was taken into consideration by 
Government, a number of exchange banks protested and we know that 
the Government conceded to them what they wanted. 

9599. Is it your proposition that while the Government of India first 
introduced the Imperial Bank Bill, they had provided under that Bill for 
the Imperial Bank to do foreign exchange business? — No. Before the 
Imperial Bank Bill was actually introduced, discussions had been going 
on in the press. 

9600. And the Government of India had intended at an early stage 
that the Imperial Bank should do foreign exchange business? — Possibly 
there was some talk about it; the exchange banks protested and the 
Government then decided not to allow the Imperial Bank to do exchange 
business. 

9601. Were the banks amalgamated into the Imperial Bank doing 
foreign exchange business? — Yes, only one and that to a very limited 
extent. 

9602. Are they doing that business to the same extent? — Yes. 

9603. My point was whether this provision in the Imperial Bank Act 
arose out of what you call "the clamour of tlie exchange banks” or whether 
it was a repetition of the state of things which existed in connection with 
the three Presidency Banks? — The provision that existed' has been repeated 
in the Imperial Bank Act, but at the time the Imperial Bank Bill was 
taken into consideration, there was a volume of opinion asking that the 
Imperial Bank should be permitted to do exchange business, but that, 
was not granted. 
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9604. Was it really a surrender on a clamour or was it a continuation 
of an existing state of things simply to safeguard the interests of Govern- 
ment in a certain direction? Because I know that when in 1921 the 
Imperial Bank was established, it became the Government’s banker and 
it was not allowed to take up foreign exchange business except to a very 
limited extent as we wanted to safeguard Government balances. — What I 
thought was that at the same time there was a considerable volume of 
opinion asking that the Imperial Bank should be permitted to take up 
exchange work. 

9605. Then, if I may say so, these words are the usual hyperbole? — 

1 do not think so. I do not agree with you. 

9606. Mr. Mann Subedar : You are not aware of the representations 
which the exchange banks sent to the Government and to the Secretary 
of State on the subject? — I know they protested against the Imperial Bank 
being permitted to take up exchange business. 

9607. Are you aware that the Indian joint stock banks have been 
complaining of unfair* competition and while something was done to protect 
the interests of the exchange banks against the Imperial Bank, nothing 
was done to protect the interests of the Indian joint stock banks? — That 
is so. 

960S. Chairman : Do not the restrictions on the Imperial Bank’s powers 
m regard to internal business afford protection to the Indian joint stock 
banks? — No. Sir. I have already said that the Imperial Bank, from the 
way in which it has been doing business in the mofussil, has affected 
the Indian joint stock banks considerably. 

9609. You say that most of the branches of the Imperial Bank have 
played havoc with the Indian joint stock banks. Can you give one or 
two specific instances? — Not being connected with any Indian joint stock 
bank myself, I cannot give you any specific instance. But my impression is 
that the free facilities given to the Imperial Bank in opening branches all 
over the country have considerably affected them. 

9610. In what respects? — In the matter of deposits. 

9611. You are aware that the Imperial Bank’s rate for deposits is' 
lower than the rate offered by joint stock banks at the same station? — 
Very small difference, and that is compensated for by other considerations 
regarding the status, prestige, etc. 

9612. If the opening of a branch of the Imperial Bank at a particular 
centre where there was already existing a branch of an Indian joint stock 
bank has brought down the rates of interest on advances, has not that 
been a gain to the community ? — That all depends on who gets the advan- 
tage of the lower rate. 

9613. Apparently every customer of the Imperial Bank gets it. Are 
you aware of a place called Chandausi in the United Provinces? Well, if 
you were told that when the Imperial Bank opened a branch at Chandausi, 
the immediate result was that the rates of interest came down and that 
thereafter when the Imperial Bank closed that branch for some reason the 
rates of interest went up and that thereafter the local Indian merchants sent 
representations to the Imperial Bank asking them to reopen the branch, 
would that in any way remove from your mind the suspicion that the 
Imperial Bank at these mofussil centres does not adequately help the 
Indian trade ? — The case that you quote may be a solitary instance. 
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9614. I may be able to quote many; let me give you another instance 
in your own province, namely that of Hapur ? — I may say again that these 
must be solitary eases. 

9615. I have given you one instance. As it is, we had plenty r of 
evidence. The one I have given, you occurred in your own province in 
which the Imperial Bank, having opened a branch, actually closed it. — 
It might be, a very solitary case. 

9616. At any rate there is a case. — If it has actually occurred, it must 
be a very solitary case. 

9617. Hapur is a big centre for Indian merchants. — Was there a joint 
stock bank at Chandausi? 

There was. also at Hapur. I shall leave the question at that. 

9618. Mr. Ramdas Pantulu : If a powerful bank such as, the Imperial 
Bank with large Government balances at its disposal opens a branch some- 
where there is no doubt that it would be able to bring down the rate of in- 
terest. To that extent it would be an advantage to the community. But as 
against that, there is the idea that Indian joint stock banks cannot flourish 
ini competition with Imperial Bank in this country and establish a network 
of banks in order to improve banking facilities in this country. This ad- 
vantage to the community at the particular place where the Im- 
perial Bank opens a branch is set off against the disadvantage of 
killing joint stock banks and making it impossible for them to expand 
their business; which would you prefer? — If the Imperial Bank which, as 
it is, is the most powerful bank in the country opens a branch in the 
m ofussil possibly it would bring down the rate of interest in competition 
with other banks. That might be a gain to the community to a certain 
extent. But if the result of that also is that Indian joint stock banks who 
are already pioneers suffer, then you have to strike a balance between 
the advantages and disadvantages. If a joint stock bank fails or cannot 
carry on business in competition with the Imperial Bank, it would have a 
disastrous effect. That is what I meant by saying that the Imperial Bank 
has considerably affected the fortunes of Indian joint stock banks in the 
mofussil. 

9619. Chairman : That is only your impression, because you could not 
give us any single instance where an Indian joint stock bank had to close 
its doors at any particular centre after the Imperial Bank started its branch 
there. As I have already told you, the class of work -which the Imperial 
Bank can transact is limited. — Yes. 

9620. Mr. Ramdas Pantulu : The Imperial Bank, when it opens a 
branch in the mofussil, advances to traders against produce and also 
gives clean loans on joint promissory notes; this is also the business 
done by Indian joint stock banks when they open branches them. I do 
not know if you have read the memoranda submitted to the Select Com- 
mittee of the Reserve Bank Bill in which complaints were made that 
first class business always went to the Imperial Bank branch and only 
second, third and fourth class businesses went to the branches of the 
joint stock banks. Whether this is true or not I cannot say, but the 
business done is mostly the same ? — That is what I have heard. 

9621. Have you heard that wherever there was a branch of the Imperial 
Bank first class business goes to them? — Yes. 

9622. It is only the inferior business which the joint stock banks got 
and so their prestige is affected? — Yes. 
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9623. Chairman: You state that Government audit of the accounts of 
indigenous bankers may rehabilitate them. Do you think such audit will 
be acceptable to these bankers? — As I have said, with regard to foreign 
banks, we must insist on a certain amount of control over indigenous 
bankers as well. 

9624. Your view is that if they do not submit themselves to this 
control they should be debarred from taking deposits ? — Yes, we must insist 
upon some control 

9625. Dr. Hyder: Would you debar them from taking deposits? — We 
must force them to work under our control. 

9626. Are you aware of the state of public opinion in the Punjab and 
elsewhere? — Yes, though the Money-lenders Registration Act was criticised 
very strongly, there are strong arguments in its favour. 

9627. Chairman : You suggest several reforms in the Imperial Bank. 
At the same time you state that the first basic reform for developing the 
banking system in India is the establishment of a Central Reserve B ank. 
Am I correct in understanding that your proposals in regard to the Imperial 
Bank are intended to be operative so long as it occupies its present posi- 
tion? — Yes. 

9628. Mr. Manu Subedar : You know that deposits constitute what is 
known as the working capital of banks as contrasted with share capital?— 
Yes. 

9629. The amount of money to be paid on deposits is the rate at 
which deposits are taken and nothing more. It has no reference to the 
profits made and the profits made on working capital go to the share 
capital? — Yes. 

9630. Prom that point of view, would you give * chance to Indian 
concerns, having their own share capital, to earn profits on their working 
capital? — I have explained my position in regard to this question already 
in detail. 

9631. Would you allow Indian money to be lent out abroad and want 
India, which is 'a poor country, to lend her money to foreign concerns, 
instead of satisfying her own wants? — I have already said that our home 
needs must first be satisfied. 

9632. I was not clear about your answer on this point. Apart from 
the control which you would exercise over foreign institutions, from the 
point of view of encouraging Indian industries, would you allow Indian 
companies registered in India to have preference over foreign ones? — Yes, 
I would. 

9633. Would you leave foreign concerns free to take deposits? — I would 
insist upon foreign banks, before they take deposits, to submit to our 
control and if they do not submit to our control, I would not let them 
take deposits. 

■ 9634. Should not the control be adequate? — It is difficult to suggest 
what the detail form of control should be. That would be decided later 
on by Government and it would be for the Committee also to suggest. 

9635. It should be an adequate control from the point of view of 
depositors and the Indian interests concerned? — Yes, it should be adequate 
Indian control. 



1094 


9636. Dr. Hyder : With regard to the list of text books prescribed for 
the M. A. examination of the Calcutta University in Economics, t take 
it that the heading you have given, namely “The History, Theory and 
Present System of Banking and Currency" refers to India? — Not merely 
to India, but it refers to the banking system of other countries also. 

9637. Is there anything in that list which you give from which Indian 
students can know anything about the Indian banking system and its 
operation at the present day? — Yes, there arc the books by Shirras on 
‘Indian Einance and Banking’ and by Rau on ‘Present Day Banking in 
India’. ' 

9638. Too much is written about foreign countries in these books? — The 
number of books on Indian banicing and currency is very limited and the 
Universities are working with a certain amount of difficulty, but gradually 
we would get more books. 

9639. Would it not be a profitable thing for a professor to write some 
good book on Indian banking? — My answer to that would be that the 
Indian Banking Enquiry Committee’s report would be the best material 
out of which the book would come. I am perfectly certain that the Com- 
mittee are' gathering materials which we as outsiders would never be able 
to know and the publication of the Committee's report would be the best 
opportunity for getting out such a book. 

9640. If you look at the list oi books prescribed for Paper IV, Currency 
and Banking, in the University of Lucknow, given in your memorandum, 
you will find that there is no book which would give proper instruction in 
theoretical knowledge to Indian students? — The theoretical knowledge 
about banking will be obtained from Scott’s “Money and Banking". 

9641. Theory as it is at the present day applied in India? — This list 
was drawn up by the University of Lucknow about ton years ago and it 
has not since been revised for the simple reason that we do not get any 
student in this particular paper. 

9642. Would you agree with me that there is a paucity of books es- 
pecially bearing on India and it is very necessary to give proper training 
to Indian students on Indian banking? — Yes. 

9643. Has your B. Com. degree both a pass as well as an honours course? 
— We have no honours in B. Com. 

9644. Is it a two-years’ course? — Yes. 

9645. In the appendix to your memorandum under 'Courses of Study , 
how is it that banking law does not find any reference? — We have an- 
other paper on mercantile and commercial law, and banking law comes 
under that. Possibly, somo. of my appendices have not been printed. 

9646. I take it you are sending out students to co-operative banks? 
Yes. Co-operation comes in to a very limited extent in this course, but 
there is a special paper on Co-operation carrying full 100 marks. I am 
sorry I have not given you the full B. Com, syllabus. 

9647. Some of my colleagues on the Committee would be glad to hear 
that the University of Lucknow is giving proper attention to this import- 
ant subject of co-operation. What is it you include in co-operation? Is 
it just a general statement? — We teach first of all the whole structure of 
the co-operative movement, the primary societies, central societies and m 
provinces where there are district banks like the United Provinces, the 
structure about them also. Where there is no provincial bank, we teach 
the organisation of the movement. 
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9648. Do you include some study of the Indian Co-operative Societies 
'Act as well as of the bye-laws and regulations? — We teach them the Co- 
operative Manual of the United Provinces, which gives the Act as well 
as the bye-laws and the regulations. 

9649. Sir Hugh Cocke : Do jou think that an industrial bank should 
finance an industry from the start, or do you consider that private traders 
should in the first instance start an industry and merely go to an indus- 
trial bank for additional help ? — I should think that it would be a very rare 
case where an industry, before it practically starts business, immediately 
runs to an industrial bank for assistance. Private people must have made 
seme advance in the beginning. 

9650. You visualise that it would really be to assist industries which 
are already started and which want full development? — Yes, after all the 
primary responsibility must be on other people and not on the industrial 
bank which can only render some assistance. 

9651. You said that it would be practically impossible for foreign banks 
to register themselves with Indian capital. If, for example, a Preneh 
bank were floated in India with rupee capital the major portion of which 
would be held by Indians, that bank would become a separate entity 
from the present bank in France? — Yes, that is why I said there would be 
difficulty with regard to existing banks. New banks might be started 
with rupee capital. 

9652. And being a separate entity, it would be a question of terms 
under which the French Bank at Paris would sell their Indian connection 
to the French bank in India? — Possibly. 

9653. Obviously the French bank at Paris is not going to sell its Indian 
connection, for nothing? — Possibly not. 

9654. If this were done and if the Indian banks were to become separate 
entities, the exchange relations between the Indian bank and the Paris 
Bank would be different from what they are to-dayi? — Certainly. 

9655. In your memorandum you go into the question of hoards and 
say that “unfortunately, what has been done so far is so poor and so 
little as compared with what remains to be done. Government ought to 
appoint a small committee to go into the whole question, etc.’’ Do you 
think that this Committee is competent to deal with the subject and have 
you any suggestions to make? — This problem of hoards is a big problem 
by itself and it ought to be scientifically investigated. 

9656. The Provincial Banking Enquiry Committees have gone into this 
question. Have you seen their reports? — To a certain extent, they have. 

9657. Do you think that a small committee can do what the provin- 
cial co mm ittees have failed to do? — When I wrote the memorandum, 1 
had not seen the provincial reports. 

9658. Do you consider their reports satisfactory? — I have only seen the 
United Provinces report. 

9659. Mr. Ramclas Pantulu: If the question falls directly within the 
purview of this Committee, why should another committee be set up on it? 
— If you are prepared to take up the subject, I do not object. But I 
thought it was a big problem and it needed special investigation. 

9660. Chairman: The provincial committees have already investigated 
into the matter and the general consensus of opinion is that there are 
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practically no hoards. — My idea is different;, and I maintain it. I may tel! 
you t|hat when I wrote the memorandum X did not get any of their reports 
and i' did not know whether they would go into the question deeply or 
not. 

9661. Dr. Hyder : What do you mean by hoards, gold or coin? — There 
are many different forms, bullion, gold, silver. 

‘96Q2, A question was raised whether it would be possible for an eco- 
nomist or a statistician to estimate the amount of gold in a particular 
localfty or ip p particular province. "Would you like to give your atten- 
tion' to this matter and state how an estimate could be made of the quan- 
tity of gold in a given province ? — I haye not thought about the exact way 
in which this enquiry might be carried on, but I am perfectly certain that 
an enquiry undertaken by any private individual would not succeed in 
obtaining any material. 

9663. Scientifically it is a problem of method? — I have not thought 
about this problem deeply myself; that is why I suggested that it needs 
investigation. 

9664. Mr. Mqnu Subedar : Would people give in f or jn at ion as to how 
much they have? — I know it is difficult; even educated people c]p not WWt 
to say how much balance they have in the banks. 

9665. D t f. Hyder: Cqu you give us any idea of the estimate of gold? — 
Several estimates have been made ip the past ; Mr, Macleod has made one, 
Lord Curzon has made one. 

96(36. Could wc estimate the amount of gold, for example, in the City 
of Lucknow? — A Government committee can to a certain extent suc- 
ceed, but not a private enquiry, because no man would give information. 

Chair \nan : The Provincial Banking Committees wore Government com- 
mittees and they have generally expressed the opinion that there are prac- 
tically no hoards. You say a private enquiry would not bring out any 
valuable information. There was an official committee on which, so far as 
I know, there was another distinguished Professor of Economics from your 
province, and I beliove they also came to the conclusion thpt there are not 
much hoards in India? — I disagree entirely with that view. 

9667. Sir Hxigfi Cocke : Regarding methods of attracting investments, 
you have given an interesting suggestion in connection with the postal 
pash certificates. You say “vigorous propaganda is necessary to stimulate 
their sales bv lectures, posters and advertisements m the vernacular, in 
bazars, markets, fairs, railways, post offices, hospitals, thanas, schools, 
colleges, clubs and societies, etc.” Do you think that a permanent train 
going round India with suitable slides to show the methods and benefifg Of 
investment would bring out people’s hoards? — No, I do not think so. When 
the train comes to a' particular locality, it would be taken up as a tamasha 
for a few days. As soon as the train leaves, people will forget all about 
it , 

9668. The train might come back a year later? — How' many trains can 
you provide ? 

9669. I was only wondering whether propaganda might be made in this 
.way? — P/hv not? Jfuyther, { would like to refer to the defect that the cash 

certificates b^r po pb,oi<9 °f- His Majesty the King. 
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' 967.0. If we got Government to print the photograph of I?is Majesty. 

do you think it would stimulate the sale of cash certificates? — I will tell' 
you my own experience. Some of my servants have made small savings- 
and they always bring those savings to me for keeping them. I tried to- 
show them the advantages of putting their money in the cash certificates. 
At first they would not hear of it, but after a good deal of coaxing, I in- 
duced one of them to buy a cash certificate. But when it came, the 
man turned round it several times and asked where the Government of" 
India came in and why the King’s face was not on it. All my servants 
adduce the same argument and say that even a half anna postage stamp 
bears tfie face or figure of the King. These illiterate people are very difficult 
to be eqpvinced. The photograph of the King himself would make a much 
greatpr appeal and inspire much greater confidence than tfie promise made 
in the cash certificate. 

9)371. Chairman: In the old currency notes there was no figure of the 
King and thpt did not prevent them from being popular; even the one 
rupee notes fiad p. very large currency,? — But these poor people generally 
see currency notes changed evpry day and passed from hand to hand every 
ppinute of tfipir lives. Gash certificates are not so frequently seen. I am 
put piflg to you the yiew which most people take about these cash certi- 
ficates. 

9672. Chairman : And what about Government promissory notes. I 
hqvp seen poor peqple buying Government of India promissory notes of' 
pypn IJp. 10Q, but there is no imprint: of the King tfierei? — Gash certificates 
sfiould have a certain amount of dignity attached to them. 

9j37K Dr. Hyder: Where did vopr serypnt keep his cash certificate? — I 
wps prepared to keep his pash certificate with me. I asked him to pur- 
chase the cash certificates which gave him some interest instead of keep- 
ing his money idle with me. 

9674. Do you know whether there is any provision for the post office to 
keep such certificates for safe custody? — Formerly the Accountant Gen- 
eral used to keep them for safe custody but now that facility has been with- 
drawn. 

9675. Mr, Ramdas Pantulu : People deposit their money with the post 
office savings banks and they do not have the portrait of the King print- 
ed in the pass books issued to them? — That is so. 

9676. Sir Hugh Cooke : On the question of the minimum capital for a 
hank, you are unable to support the principle that there should be a 
minimum limit placed. You ask why the State should intervene to lay 
down such a minimum capital standard in the case of one industry alone, 
viz., banking, while leaving all other industries free. W r e have various 
factors placed before us and of course your point is one of them. Do- 
you think it advisable that mushroom banks should be allowed to prop up 
as they did in the year 1912 and later when there were many bqpk a> 
fcjilpres in this country? — Provided a bank submits itself to proper pon- 
trol there will not be a growth of musfiropm banks. 

9677. Supposing a bank starts business with a capital of Ks. 10,000 r 
will it be advisable ?— It- is a doubtful proposition. 
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Dr. Hyder: I know there was a bank with only Rs. 5,000 paid-up 
•capital in the Punjab? 

9678. Mr. Buckley :■ If I tell you of a Bank which began work with a 

•capital of only Rs. 526-13-3 after paying for the preliminary expenses, 
what would you say to that? — These are very strange facts which I never 
-thought of. _ •' 

9679. Sir Hugh Cocke : Would you not be prepared to amend your 
view? Would you not like to place a small limit anyhow? — Yes, I am 
in favour of placing a limit — under the circumstances that you mention. 

9680. Mr. Mukhtar Singh : You say the charge is often made that 
Exchange Banks manipulate the rates to the detriment of merchants and 
you do not agree with that view? — The allegation is that they charge 
a high rate of exchange, but I do not believe in it. 

9681. You say that there should be a committee for investigating 
about the hoardings of the people but now as the Chairman has told you 
that all the provincial committees who went into the matter have reported 
that there is not much of hoarding, would you modify your opinion? — 
Not until I see on what basis the provincial committees have come to 
that conclusion. I believe there are hoards. I would require a consider- 
able amount of reasoning and persuasion to make me believe that there are 
no hoards. 

9682. Chairman : Each of these provincial committees had on it an Indain 
economist of some repute and there were several Indians on these committees 
and they made intensive surveys by sending people into particular centres 
into the villages in the interior and as a result of such intensive surveys 
they have come to that conclusion. „ Practically all the committees did it? 
— Well, I am surprised. My point was, I thought the Banking Com- 
-mittee’s hands are full. 

9683. It is one of the items on which we have to enquire into, but as 

we ourselves could not go into every province and thereafter examine these 
various items ourselves, the provincial committees were appointed as a 
part of the scheme of enquiry; and these committees were mostly com- 
posed of Indians. Now then they made certain investigations on the 
spot. Having made that enquiry they came to the conclusion that there 
-are no hoards. , 

Sir Hugh Cocke : That is only with reference to silver rupees and not 
ornaments. 

Chairman : It is quite a different matter. 

Witness : When I sent this memorandum, L had not got the reports of 
-the provincial committees before me. My honest belief is that there are 
'hoards and as I realise that the difficulties of finding out the hoards is much 
<too big I suggested that this question needs investigation. 

9684. Sir Hugh Cocke : By hoards you mean gold and silver coins and 
■bullion? — Yes, 

9685.. Mr. Mukhtar Singh: Then do you consider that there is hoard- 
ing in the shape of coin and bullion? — Yes. 

9686. Can you give us any grounds for that impression? — Vast amounts 
•of precious metals are being freely imported into - the - country. ; 
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. ,:, '9687. Chairman : How much of these have been converted into orna- 
ments? — Some of the com m ittees have tried to go into that question? — I 
•did not know. ■ 

9688. Mr. Ramdas-, Pantulu: You - have given us a scheme for an in- 
dustrial' bank. You have suggested an all-India bank with branches at 
different centres. Have you considered the advantages of an alternative 
suggestion of an industrial bank for each province? — Mine is only a rough 
scheme. My idea was that an all-India bank must be a stronger institu- 
tion operating through provincial branches. 

9689. You know that there are State Aid to Industries Acts in some 
-of the provinces and that industries are being financed? — Yes. 

9690. Even under the present constitution and as it might be amended 
in the future it may not be possible to transfer funds from one province 
to another; so industries must essentially be a provincial subject? — I 
would, not mind having provincial banks. 

9691. If the advantages of provincial banks are shown to you you would 
have no objection to their being started. Is that not so? — Yes. 

9692. You ask for a guarantee of interest. 5 per cent, on what? — On 
the share capital. 

9693. You are not in favour of guarantee of interest on debentures? — 
My idea was when the railways were first started in India Government 
guaranteed interest on capital. 

9694. Your idea is that the guarantee should in any case be withdrawn 
after a period of 15 years? — That is my point. It will encourage indus- 
tries to stabilise themselves during that period. 

9695. Do rural economics form a subject of study in your university? — 
Yes, there is a special paper in rural economics in our M.A. Economics 
•examination. 

9696. You say that the theoretical training given in the universities is 
neither recognised by the banks nor supplemented by practical experience 
in them? — There is a great lack of co-ordination between the two and this 
leads to waste of effort. 

9697. Do you suggest any means by which you could link universities 
with banks ? — Unless banks agree, it will be difficult. Our Dean has tried 
his level best to put his men into banks as unpaid apprentices, but he 
finds it very difficult to do so. 

9698. 'So your scheme is to take your B, Com. graduates for a short 
•course of practical training in these banks? — Yes. So long as our B. Com. 
•students do not find such opportunities there is a certain amount of wastage 
of effort. At present our B. Com. students have got to go to the co- 
operative banks on a poor pay of Rs. 40 or so. 

* 

9699. You speak of the use of the word bank. Do you not think that 
when the. Reserve Bank comes into existence or a Central Banking, agency 
is set up in this country and provisions are made for recognising certain 
banks with which it would have dealings, some kind of standard should be 
observed ? Do you think that a Reserve Bank can deal with every bank in 
this country with a capital of even Rs. 1Q,0G0 or so? As a.member of the 



.Select Committee on the Beserve Bank Bill I know that we had great diffi- 
culty in laying down the restriction and ultimately Es. 3 lakhs was the- 
limit fixed by the Select Committee. Therefore, your scheme seems to be- 
directly in conflict with that'? — I would not expect very many capes of 
banks opening up with small capital. If' a small bank is started then it 
can work outside the control of the Beserve Bank. 
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Report oS discussions with 1 Sir Osborne Smith. 

The 21st March 1931. 

(Circulated by Mr. V. Ramadas Pantulu). 

'The 'position about the. Cash Credits allowed by the Imperial Bank to Provincial 

and Central Co-operative Banks. 

1. Cash credits are given partly against Government securities and partly 
against Demand Promissory notes of unlimited liability credit societies and 
•Central Banks (which may be called Co-operative Paper). 

2. The Demand Promissory Notes of credit societies are legally negotiable 
instruments. They are also registered under the Indian Registration Act as a 
matter of practice in Madras and perhaps elsewhere too. 

3. The cash credits are allowed to be utilised for two purposes, (a) for fluid 
resources, ( b ) for utilisation for term loans repayable within a year. 

4. There are limits fixed in respect of each co-operative bank to the cash 
credit allowed against Government paper as well as that allowed against Co- 
operatve paper. The interest is either flat rate or bank rate according to the 
agreement. 

5. The conditions on which the cash credit is allowed in Madras are strin- 
gent. I believe they are more or less the same elsewhere. I shall qxiote three 
of the conditions from the Madras agreement with Imperial Bank. 

(i) As a general rule, the cash credit will not be allowed to an amount 
exceeding the owned capital of the central bank concerned ; (It 
is much less in practice under the existing arrangements). 

( i ) The actual value of the collateral securities furnished should be in 
excess of the cash credit sanctioned by at least 33 1/3 per cent. 

(Hi) Each central bank should forward to the Imperial Bank every quarter 
a list of promissory notes lodged as collateral securities sbow’ing the 
amount outstanding on each promissory note together with a certi- 
ficate to the effect that the promissory notes lodged as collateral 
securities are in order. The list and the certificate are verified 
every half-year by the Deputy Registrar concerned, and the certi- 
ficate of each verification is forwarded to the Imperial Bank 
through the Registrar. 

6. So far there has been no. instance in which the Imperial Bank lost a single 
pie over this transaction nor was there a single instance of delay in repayment 
of the Imperial Bank’s due by any co-operative bank in Madras. My informa- 
tion is that the position is the same elsewhere. 

7. The Maclagan Committee in recognising these undrawn cash credits 
with the Presidency Banks were influenced by weighty considerations, one 
of them being, to use their own words that margins available for income are 
too low to permit large portions of the capital of co-operative banks being in- 
vested on unremunerative terms, and that, instead of these margins expanding 
there would be a -tendency for them to contract with the development of the 
movement. 

8. In Madras after a great deal of enquiry the Local Government' in their 
G. 0. No. 1427, dated 3rd August 1920 laid down that fluid resource should 
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denote the cash balance on hand with the co-operative banks plus undrawn 
cash credit with the Bank of Madras plus 80 per cent, of the market value (aa 
noted in the daily papers) of Government promissory notes. The G. 0. set 
out the correspondence that passed between the Local Government on the 
one hand and Sir Bernard Hunter and Sir Norman Murray on the other. The 
Government included the undrawn cash credit balance with the Madras Bank 
among the items of fluid resources, after satisfying themselves from the replies 
of the two gentlemen that implicit confidence might be placed in the Bank of 
Madras not to withdraw cash credit in such a way as to endanger the co-opera- 
tive banks. The G. 0. may be asked for by the Committee. 

9. Central and Provincial banks are expected to further reduce their lend- 
ing rates so as to make money available to ultimate borrowers at cheaper rates. 
If the existing cash credit facilities on co-operative paper are curtailed and the 
margins are thereby reduced the existing rates to borrowers instead of being 
reduced may have to be enhanced. 

10. Since 1926-27 the Imperial Bank has been seeking to curtail this facility. 
In Madras the matter was definitely brought up before the Townsend Com- 
mittee on which Mr. Stocker of the Imperial Bank was a member. The 
majority recommended that the existing facility should not be curtailed but 
strengthened by making the moral certainty of its continuance a legal 
certainty. The minority led by Mr. Stocker however, recommended that 
the accommodation should be curtailed. They said “ we suggest that for 
the present 25 per cent, of the fluid resources should be allowed in the shape 
of undrawn cash credit with the Imperial Bank ; the balance should be 
held m cash and Government securities.” But the Imperial Bank did not 
accept even the minority recommendation and notified that the entire accom- 
modation would be withdrawn in five years (1/5 each year) commencing 
from 1st January 1930 ; and 2/5th has been withdrawn already. 

11. The main reason given for this action is that it would be unsafe for 
co-operative backs to rely on Imperial Bank in times of financial stress and 
that it would be safer for them to build up their own fluid resources. Neither 
the minority of the Townsend Committee nor the Registrar in his communi- 
cation announcing the decision of the Imperial Bank alluded to any appre- 
hension that the Imperial Bank might lose its money. In fact the D. P. 
notes of the best societies are selected for negotiation to the Imperial Bank for 
this purpose and the Madras Provincial Banking Enquiry Committee report 
that the quality of this class of paper is impx owing instead of deteriorating. 
So the deterioration in the working of some societies and overdues have no 
connection with this action of the Imperial Bank. 

12. The foreign Experts have expressed the view that the request of the 
Co operative banks in the matter is reasonable and recommended that the 
Imperial Bank might continue the facilities. The position in other countries 
is not investigated. But the European members of the Townsend Committee 
including Mr. Stocker made the following observation,” We understand that 
in some cases (co-operative) banks are linked directly with Joint Stock Banks 
by election of directors common to both or in some other way, and that in others 
there is a form of Government guaranteed The Imperial bank being the banker 
of the State the co-operators are seeking the assistance from the State through 
its bankers. The Co-operative Banks leave the conditions to the Imperial 
Bank and only such paper as will satisfy the standards laid down by the 
Imperial Bank will be offered. 



Proceedings of Discussion with Si* Osborne Smith, Saturday the 21st March 

1931. 


Sir Purshotamdas Thalcurdas. I suppose you would like to tell Sir - 
Osborne Smith, on your behalf and mine, how sorry we were that he could 
not join the Committee when we had the benefit of the opinions of our experts 
from overseas. But he has given the reason for this very fully in a telegram* 
w'hich he sent to the Chairman. However, better late than never, and we are, 

I am sure, very pleased to have Sir Osborne Smith here even though it be for: 
a few hours. As the Chairman told you, he has got some other engagement^ 
and he expects, if possible, to be, here till 4 p.m. 

I think we should first begin with the quest!' ns on Rural Finance which 
we left over for further information from Sir Osborne Smith. I wonder,. 
Doctor Hyder, if you would care to begin. 

Dr. Hyder : Being a neutral man I was asked by the Chairman to ascertain 
from Sir Osborne Smith the reasons which led the Imperial Bank to change 
its policy and withdraw the facilities for cash credits which they had given to- 
the co-operative movement. Having performed this duty I will now listen 
wdth attention to whatever Sir Osborne Smith may have to say. 

Sir Osborne Smith : I have nothing to add to Mr. MacDonald’s evidence 
beyond asking whether you have pursued the recent reports of the Registrars- 
of Co-operative Societies and the latest Balance Sheets of these Societies ? If 
you have the increasing overdues will be forced to your notice. Such over- 
dues conflict with my policy of seeing that seasonal produce and cultivation 
advances are seasonally cleared. 

The ieasonable policy of the Imperial Bank to Co-operative Banks has been 
clearly set out by Mr. Lamond on the 19th_ August last and I will only add 
that T consider it generous treatment to spread the period of convertibility 
from Pro-Notes to Government securities to 5 years. 

Sir Purshotamdas Thalcurdas : He put forward the same thiqg as a sort of; 
reason in a number of questions he put to Mr. Pochkhanawala on the 19th; 
August at Poona. 

Dr. ' yder : I started by saying that I was commissioned as a neutral 
to put questions to Sir Osborne Smith on behalf of the co-operators. Having, 
done that I would leave the matter to my colleagues to pursue the matter, 
and I would listen with an impartial attention. 

Mr. Ramdas Panlulw : Sir Osborne Smith has referred to balance sheets- 
and overdues. I will only bring to his notice that neither the Registrar 
nor the Imperial Bank in their communications to us have in the least referred, 
to the fact that the overdues are excessive. I have got the original documents 
with me. Will you kindly see paragraph 11 of y note. Again I will, 
ask you to look at paragraph 5. Please see paragraphs 6 and 8, also 10' 
and 12 of “the position about the Cash Credit allowed by the Imperial Bank 
to Provincial and Co-operative Banks.” The question about the same societies- 
being there does not arise, because nobody will argue that every society is bad . 
I agree that some societies are bad, but the notes of A class societies are offered 
to the Imperial Bank. In every province the Registrars classify the societies- 
under five heads : A, B, C, D and E. A are excellent societies functioning 
very properly, B are societies in which the overdues are very small 
C are societies in which the overdues are something like 25 per cent.. 
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D are indifferent societies and so on. After all the whole amount in India is 
73 lakhs and there has not been a single case of default, delay or loss so far. 
'Therefore this is merely, if I may say So, an attempt to cripple the co-operative 
movement. If the Imperial Bank does not want to help us, they can frankly 
-Say so. 

Sir Osborne Smith : You admit that some of the societies are very bad. 
We have no intimate knowledge of the position of these societies and the 
Imperial* Bank have' no control over them 1 . With regard to your statement 
that in no case have loans’ been extended, I say that in very many instances 
loans have been extended. The policy of the Imperial Bank has been clearly 
set out by Mr. Lamond'. In the interest of stability I think all banks should 
carry adequate liquid resources. I will favourably review applications from 
A and B Societies for moderating the terms. I may accept 70 per cent. Govern- 
ment Loan and 30 per cent, pro-notes, morel will not say at present except 
to emphasize that all Pro -Notes lodged as security must be approved. 

Mr. Ramdas Pantulu : I agree that it is better for co-operative societies to 
build up their own resources, but please see paragraphs 7 and 9. The position 
is based upon the service which the movement is giving to the agriculturist. 
It is a concession and the question is whether the concession should be continued 
or not. There is no question of any claim of right. With regard to your 
observation that some societies are bad — 

Sir Osborne Smith : That was not my observation, it was your own. 

Mr. Ramdas Pantulu : Paragraph 5 shows that you only take paper of a 
particular description certified by the Registrar to be in order and these pro- 
notes are not accepted unless they belong to A class societies. If there are 700 
joint stock banks and 500 of them are bad, is there any reason why you should 
curtail facilities for the 200 of them which are good ? 

Sir Osborne Smith : It is a very difficult question to differentiate, and it 
does not get away from my contention that banks should not expect to be 
mothered for ever and they should have their own liquid resources. 

Sir Purshotamdas ThaJcurdas : I do not think that co-operative societies 
want to be nursed for ever. What they feel is that at present their position is 
.-such that they cannot get on without help ; whether they want it for the next 
ten or twenty years is a matter of detail which can be settled in the light of 
•experience in the future, but their objection at the present moment is to the 
withdrawal of the accommodation already given within five years of which 
notice has been given. 

Mr. Ramdas Pantulu : We are only asking for the facilities till the Reserve 
Bank is established. In fact the Maclagan Committee and the Townsend 
Committee have both said that when the Reserve Bank is established, we ought 
to be able to take advantage of it by satisfying the conditions that may be 
imposed by it. 

Sir Osborne Smith : The Imperial Bank are unduly generous in giving five 
years. Why should the Imperial Bank supply liquid resources to any bank ? 

Mr . Ramdas Pantulu : You are under an obligation to do it, because most 
of your free balances consist of revenue paid by argiculturists and I think the 
State has an obligation to render service to the agriculturist and you as State 
bankers have the obligation to do it. 

Sir Osborne Smith : We are not State' bankers, we are bankers for tKe’State. 

Mr. Ramdas' Pantulu : If you say that you have no 1 obligation to render’any 
assistance to the agriculturists, but only to keep the free balances placed by 
them with you, then I have nothing to say. 
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Sir Osborne Smith : We are rendeiing you as istance, and I think five years 
is quite a reasonable time. 

Mr. Ramdas Pantulu : We must then agree to differ. 

- Mr. Devadhar : In the course of the examination of witnesses at Poona,. 
I asked several representatives of commercial hanks, especially Erropean 
representatives whether I could take it that their altitude towards ti e co- 
operative movement was generally sympathetic. I take it that your attitude 
would be more or less sympathetic also. 

Sir Osborne Smith: xAbsoLtely sympathetic. 

Mr. Devadhar : As Mr. Ramdas Pantulu has pointed out some of our 
societies are bad, but I think that kind of description would apply to every 
human institution. If a few banks are bad, does that mean that others which 
are cood should not get any facilities from you ? 

Sir Osborne Smith : We have had rather painful experience of this type 
of advances ; it is a question of adequate protection and security. I should 
quite frankly say that we have lost money in many instances. Produce in 
some ases is stored against the doors so that we could not properly enter and 
inspect. We have no facility for inspection ourselves and have to rely’ on 
others. 

Mr. Devadhar : Would you not trust an organisation like the provincial 
bank ? 

Sir Osborne $ mith : I would not trust anybody as a matter of general policy. 

Mr. Ramdas Pantulu : The questr n of produce loans is altogether different 
from cash credit. 

Sir Osborne Smith : The pronotes practically cover produce or cultivation 
loans. 

Mr. Ramdas Pantulu : ISTo, these are used only for two purposes under your 
agreement, namely, to advance short term loans, and for fluid resources. Cash 
credit is never used for produce loans. The unlimited liability of all the mem- 
bers is sometimes worth several lakhs. 

Sir Osborne Smith : Only until one comes to collect it. 

Mr. Ramdas Pantulu : I do not think the information you have is really 
based on experience. 

Sir Osborne Smith : It is really based on experience. I can tell you one 
thing, we will examine each case on its merits. 

Mr. Ramdas Pantulu : So far as Madras is concerned, you have much more 
Government paper in your coffers than we want and if you withdraw the 
facilities, we would not suffer ; it is more a question of the margin and the 
ultimate loss which the co-operative, movement will suffer by the withdrawal 
of facilities. 

Sir Osborne Smith : What is the objection then ? 

Mr. Ramdas Pantulu : The ultimate lending rate cannot be maintained at 
nine per cent. If you withdraw the facility. I do not think we can lend at 
9 per cent., but we will have to put up the rate at least by one per cent. If 
the agriculturist is prepared to pay more and if your policy is to see that the 
agriculturist pays more interest on his loan, we certainly have no objection, 
because I do not think that the movement will be otherwise hit. I can to-day 
replace all your paper. If it is done, it will immediately reduce the profit by a 
large amount, necessitating our putting up the lending rate to the central 
banks. We are borrowing at 7 and lending at 6 and we have to put up that- 
Vol. Ill 3 w 
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rate. Central banks will put up the rate to its members. We are only con- 
cerned with one particular aspect of it, we are not anxious to see that the 
Imperial Bank is tied down to any obligation. If all of us make up Our mind 
to-morrow that the rates in Madras may be put up to 10 or 12 per cent, to 
the agriculturist, the whole thing will work quite smoothly. We do not make 
profits in the way banks make profits. Without putting up the rate of interest 
to the agriculturist, dividends may be cut down to 6 per cent, instead of 9 per 
cent. We will try every method of maintaining the present rate of interest 
co the borrowers, but if we do not succeed, we will put up the rate. 

Sir Osborne Smith : I can only say that I am sympathetic to the develop- 
ment of co-operative banking, because I think it is the only way that the 
banking habit can reach many parts of the country, but at the same time 
I would not agree to the policy of giving facilities to every society. If you like 
to put forward individual cases, I have no doubt that we will relax to a certain 
extent, and each case will be considered on its merits. 

Mr. Devadhar : Let us take the case of the Bombay Provincial Co-opera- 
tive Bank. You probably know that we were in the enjoyment of cash credit 
co the extent of four lakhs, and subsequently even to the extent of about 8 lakhs. 
Later on we were told that these would be withdrawn because the Bank had 
issued debentures. The raising of debentures does not as a matter of fact 
reduce the security or the safety of the Imperial Bank. 

Sir Osborne Smith : If I remember aright, these debentures were a charge 
on the whole of the assets. 

Mr. Devadhar : The Royal Commission on Agriculture says that that 
should not be considered a very serious impediment. 

Sir Osborne Smith : Surely it is an impediment. 

Sir Purshotamdas Thakurdas : We discussed that question in the Com- 
mittee and we came to a certain agreement. 

Mr. Devadhar : Some societies may be described as bad for whom you may 
like to curtail your assistance, but would you be prepared to say that assistance 
should be given to A class and B class societies \ 

Sir Osborne Smith : I have told Mr. Ramdas Pantulu that each application 
will be considered on its merits. 

Mr. Devadhar : The examination will not be made by you, because we get 
applications from the various societies, A, B, C, etc., and if you say that the 
societies for whom you make assistance available should be A or B class socie- 
ties, statements will be prepared and sent to you. Will that meet your objec- 
tion ? A class societies are considered to be the safest from several points of 
view, e.g., regularity of payments, maintenance of accounts, no default, clever 
and honest management, and a certificate to the effect is given by Government 
auditors. 

Sir Osborne Smith : Our objections would be partly met, but the lender 
must have the right to approve the security and we say you should have a 
certain proportion of Government securities to pledge for your cash require- 
ments 

Mr. Devadhar : Unless we resort to some other methods, this would not be 
possible. If a village bank works well, the tendency for it is always to 
expand its work, your idea is that in the course of five years the village bank 
.should build upi ts own capital. 
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Mr. Ramdas Pantulu : There is some misapprehension. No society ever 
applies for cash credit to the Imperial Bank, ’it is the central hank or the pro- 
vincial bank that applies on the collateral security of the promissory notes of 
the societies. Whatever the society has is given to the central bank 'which 
keeps all the resources, therefore it is the central bank that applies. There 
is no question of A class societies building up any resources of then* own. 

Mr. Devadhar : But it may be suggested that the money which is made 
available by means of cash credit should be utilised for the purpose of financing 
A class or B class societies. 

Sir Osborne Smith : You will be taking the responsibility. 

Sir Purshotamdas Thakurdas : Let me put the question in the way I under- 
stand it. The paper which is to be given to the bank should be first class paper, 
namely, paper of societies which are recognized by the Registrar as A-l for 
example A cla.>s paper, where there is no default, the society is well managed, 
etc., or B class paper where the default, if any, is very small or the default 
occurred in respect of a "comparatively nominal failure. The question is 
whether, if it was undertaken that the paper of these two societies should be 
given to you by the bank, you would be prepared to continue the facilities 
which you have sought to discontinue within five years. 

Sir Osborne Smith : How are you going to finance these various classes or 
societies 1 

Mr. Devadhar : We have got funds, and we would release them. The Pro- 
vincial Co-operative Bank at present has, I think, a turnover of something 
like 2 crores of rupees. 

Mr. Ramdas Pantulu : Moreover, part of the cash credit you give on 
Government paper and part on co-operative paper. Government paper gets 
the larger place. 

Sir Osborne Smith : The point I wish to make is that D and C class societies 
which you admit are not nearly as solvent as A class societies, and your 
position might consequently be jeopardised. 

Mr. Ramdas Pantulu : They are ultimately solvent, but they are not so 
liquid. They are frozen to a certain extent. 

Mr. Devadhar : You seem to be under the impression that we run a great 
risk in financing the C and D classes of societies. The differentiation between 
A and B and C and D does not mean that there is much difference between 
bad and good societies. We have got our own inspectors and our own staff 
and the unlimited liability of the societies means a good deal. If there is any 
risk at all, it is in that some of the societies would be longer in repaying their 
advances, but if the seasons are good, certainly the returns will be very good. 

Mr. Ramdas Pantulu : I think Sir Osborne is right ; the Imperial Bank 
runs a certain amount of risk. The Imperial Bank expects to get back the 
money from the repayment of the societies. It is not a question of their being 
solvent, the bank may recover it, but it would not be coming on the due date. 
But what I say is that the accommodation tb!at 3 the Imperial Bank gives of 40 
or 50 lakhs is more than counterbalanced by our repayments from regular 
societies. 

Sir Osborne Smith : What proportion of Government securities woidd you’ 
be prepared to pledge ? 


3 w 2 
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Mr. Ramdas Pantulu : The present position is that the Imperial Bank has- 
o-iven us 17 lakhs against co-operative paper and 30 lakhs against Government 
paper. Out of the 17 lakhs you have withdrawn two-fifths. 

Sir Purshotamdas Thakurdas : Mr. Ramdas’ point is mentioned in paragraph 
10 of his paper. He wishes to know whether the minority recommendation 
of the Townsend Committee, if accepted by the Imperial Bank, would be agree- 
able to you. 

Mr. Ramdas Pantulu : 47 lakhs is the total cash credit which our bank 
enjoys from the Imperial Bank at present. Out of this 30 lakhs were against 
Government paper and 17 lakhs against co-operative paper on 31st December 
1929. On the 1st January 1930 one-fifth of it was cut' off and another one-fifth 
was cut off on the 1st January 1931. Therefore, two-fifths of 17 lakhs has gone 
aAvay. If there is no further curtailment, it will work up to 25 per cent. 

Mr. Devadhar : In the Bombay Presidency this kind of facility is only' 
claimed by the Provincial Co-operative Bank, whereas in Madras individual 
, central banks are getting it. The total amount in Madras is much bigger than 
we asked for in Bombay. This point may not be set up as an argument, but 
I want to draw your attention to it. 

Sir Osborne Smith : I suppose you realise that we can demand the return 
of our advances when we are in difficult times. 

Mr. Devadhar : It would be difficult for us, because we have our funds 
invested in other banks. 

Sir Osborne Smith : If we were in difficulties, the other banks would be in 
difficulties also. 

Mr. Devadhar : It is only a question of 8 lakhs so far as our banks are con- 
cerned. I do not think it would be difficult for the Provincial Co-operative 
Bank to meet that amount even in a single day. 

Mr. Manu Subedar : What percentage of your cash credits, apart from your- 
business with Provincial Banks, do you consider is payable on demand ? 

Sir Osborne Smith : I can not say. 

Mr. Manu Subedar : Would you say that 70 per cent, of the accommodation 
given to other constituents than the Provincial Banks was really recovered 
in due time ? 

Sir Osborne Smith : It would not be. 

Mr. Maim Subedar : Therefore, what I say is this. That some portion of 
the advances of all the banks are completely frozen, some portions are partly 
frozen and others are less partly frozen. I can very well understand the aim 
of the Imperial Bank in making advances which can be recovered with ease, 
but surely you do not claim that your advances and accommodation on pro- 
notes on two signatures given to other parties are judged by the same principle 
of perfection and soundness % 

Sir Osborne Smith : All that I say is that this is a time when you should 
have your resources in more of liquid form. If you will make a representation 
to me on the lines of the argument just placed before us I will give it the 
very serious and sympathetic consideration. That is all that I can say. 

Mr. Devadhar : You know the Registrars of Co-operative Societies are very 
responsible officers in the Provinces and they have approved of the principle 
of getting cash credits. 
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Mr. Ramdas Pantulu : Mr. Lamoncl put a question to the Foreign Banking 
Experts on this point and Dr. Jeidels suggested that the Imperial Bank of 
India should not curtail its cash credit facilities to the co-operative banks. 

Sir Purshotamdas Thakurdas : The Co-operative part of our discussion 
with Sir Osborne Smith is now over. We shall now proceed to the next ques- 
tion, replies by Sir Osborne Smith to Mr. Manu Subedar's questions. 

Answers by Sir Osborne Smith to questions by Manu Subedar. 

Mr. Manu Subedar : What is your view with regard to the competition 
of a Bank aided in any manner by State funds, or deriving higher status on 
account of its association with Government with private and joint stock enter- 
prise in banicing in India ? 

Sir Osborne Smith : My views would vary according to the circumstances 
of individual cases. A Bank that has the confidence of Government to the 
•extent of attracting its balances naturally enjoys added prestige, but Govern- 
ments usually exact (and this applies particularly to India) a full return in 
service for the value of minimum balances. At seasonal times Government 
balances are largely in excess of the compensating minimum, but again at 
such times, such balances are useless in India because they cannot be 
invested or profitably used. Generally speaking however a Reserve Bank 
controlling currency should not compete with Trading Banks or risk such 
business. 

Mr. Manu Subedar : If it was decided that the Reserve Bank should be a 
separate institution, is there any need for a separate Imperial Bank of India 
Act ? Is there any objection to the Imperial Bank becoming an ordinary 
Joint Stock Bank under the Indian Companies Act on the same basis as any 
other Joint Stock Bank in this country. 

Sir. Osborne Smith : I do not diverge from my view that the Imperial Bank 
.should become the Reserve Bank. Should, however, a separate Reserve Bank 
be established, it would be necessary for it to have agencies in the various 
centres, as it would be wholly unprofitable and an iniquitous charge on the 
Central Institution to open sufficient branches for its purpose. The sole 
institution in India with sufficient branches to adequately perform agency 
duties is the Imperial Bank, and as such duties would entail the management 
of Currency Chests, Treasuries, etc., the Imperial Bank Act suitably amended 
would be advisable, indeed necessary as the Bank must have a status and res- 
ponsibility apart from other banks. 

Mr. Manu Subedar : When the Imperial Bank thus ceases to have any 
special privileges or special obligations, if, in the interests of the country it is 
considered desirable that they should engage on any one of the following lines 
of work, is there any special difficulty in making a special contract with the 
Imperial Bank, by which they will engage on this work along lines approved 
by the Government and they would be entitled to remuneration, compensation 
-or subsidy for this service 

(а) Dealing in foreign exchange and discounting of foreign bills both 

export and import, 

(б) ■ Lending out to industrial concerns for — 

(i) Initial capital, 

(ii) block capital, 

(iii) working capital against industrial security and for periods suit" 

able for the industry. 
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Sir Osborne Smith: Ido not follow whether you mean “ dealing in the 
capacity as agents for the Reserve Bank or Government” or whether the 
' Imperial Bank would shoulder the risk attendant to such transactions and use 
its own funds for the purpose. If it is to use its own funds the Imperial 
Bank could only operate to the extent of available resources. However 
you probably have in view operations on behalf of Government in an 
agency capacity as you mention “ lines approved by Government ” as I cannot 
conceive any sound banker allowing dictation by any outside body. 
Government or otherwise, in the conduct of his own business. If this is so 

la) no difficulty. 

(b) (i) and (ii) I am wholly averse to a Trading (Commercial) Bank ' 
(and of course a Reserve Institution) supplying money for these purposes, 
although I am aware such business is done by certain Continental Banks who 
use Debenture capital and not deposits from the public for the purpose of such 
business. 

(b) (iii) If this means advances pending the marketing of produce or 
industrial goods, yes. 

Mr. Manu Subedar : Can you tell us why the rates for the discount of first 
class trade bills in India are the same, or higher than the Bank rate, whereas 
they are very much lower than the Bank rate in other countries ? What 
remedy would you suggest for the establishment of the bill market in India l 
Do you see any inherent difficulties in the Indian situation preventing the 
establishment and growth of investment trusts to establish and help both the 
investors and banks as providing intermediate links and the division of the 
risks ? 

i 

Sir Osborne Smith : In most sound countries the currency is managed, and 
I concur in such a policy, as there is no practical alternative. The Bank Rate 
is in these countries at times ineffective, that is, the official rate is out of touch 
with the market rate. In such circumstances it may pay banks to discount 
below the official rate. The Bank Rate has a different meaning in various 
countries. Bor instance in England it is the minimum rate at which the Bank 
of England will discount approved bills or grant loans on approved security 
for the money market (other Banks and Discount Houses), but for its private 
constituents it may discount at market rate which as I have pointed out may 
be below the official rate. In India the Bank Rate is the rate at which the 
Imperial Bank will grant loans against Government Securities which are 
obviously at least an equally acceptable security as first class bills, the rate 
for which may vary according to the class of bill, or according to whether the 
money market conforms to or is out of touch with the official rate. It must be 
remembered that agriculture is overwhelmingly India’s chief industry and bill 
with fixed dates of maturity are unsuitable for the ryot or produce dealer — it 
will therefore always be difficult to secure bill substitution for loans and cash 
credits in India. 

Development must be on the lines of rediscounts, and abolition of the present 
heavy stamp duty on bills will assist a bill market. Discount Houses (which are 
more or less essential to a stabilised bill market) might be built up from reli- 
able native bankers of unsullied reputation and with substantial capital, and 
upon a- deposit of a cash guarantee. 

i 

There are no inherent difficulties in the establishment of Investment Trust 
in India, but the success of such depend on economical efficient management 
and control by a Board of the highest integrity. 
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Mr. Manu Subedar : What is your view with regard, to the nineteen, foreign 
banks, which are working not only for foreign exchange, finance, but for doing 
banking business generally ? Did their operations and existence menace the 
Presidency Banks and force them into an amalgamation ? Is it true that 
Lloyds and other institutions are at present cutting into the business of the 
Imperial Bank in certain places ? What is the reason for prohibiting the 
Imperial Bank from taking deposits in London ? Should such restrictions 
continue with regard to the Imperial Bank and with regard to the Reserve 
Bank ? Would you allow the deposits in India from Indian money to swell the 
working capital of foreign banks established in India ? Would you advocate 
the receipts from postal savings bank and from post office cash certificates to 
remain -with the Reserve bank for beiug used for the finance! of trade and 
industry rather than for being marged in the general balances of Government 
as the case now ? 

Sir Osborne Smith: Banks are for the benefit of the public and the more 
banks there are the greater facilities the public will enjoy. There should bo 
no discrimination against sound institutions merely because they are non- 
Indian, the sole qualification should be stability. The amalgamation of the 
Presidency Banks was in no way due to the competition of the Exchange 
Banks. ISTo doubt other institutions are freely competing with the Imperial 
Bank. 

The prohibition of acceptance of deposits in London is allied to the prohibi. 
tion of exchange business and its continuance or not should be similarly 
related. 

Yes, there should be no interference with the deposit of Indian money 
with foreign banks in India. I am strongly against any interference in matters 
of this sort as people should have the right to invest their money as they wish : 
the more banks there are that compete for their money, the greater facilities 
the public will enjoy. 

The right of deciding the method of utilisation of postal savings bank 
balances and post office cash certificates must rest with Government who do- 
the work and guarantee interest and repayment. 

Mr. Manu Subedar : May I ask whether you would have any objection 
to the Reserve Bank using any joint stock bank or indigenous banker as 
its agent at a place where the Imperial Bank has no branch 1 

Sir Osborne Smith : I think that was conceded in the Reserve Bank Bill. 
They will be member banks. 

Mr. Manu Subedar : Would you object to the Reserve Bank having direct 
relationship with a joint stock bank or local bank or indigenous banker of stand- 
ing at places where the Imperial Bank has no branches ? 

Sir Osborne Smith : It may be necessary. I am, however, of the opinion 
that the matter will require further consideration. I cannot give an answer 
straightaway. 

Mr. Manu Subedar : What is your present feeling in the matter speaking 
generally ? 

Sir Osborne Smith : It might, of course, tie down the hands of the Reserve 
Bank to some extent if the Imperial Bank had no branches at certain places. 

Mr. Manu Subedar : Therefore, you accept the principle that the Reserve 
Bank should be free to choose its own agents in the country where the Imperial 
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Bank lias no branch. Take for example a bank in this country who wants to 
have an agent in Berlin. 

Sir Osborne Smith : I am not in favour of any external agency at all. 

Mr. Mann Subedar : Then what have you to say with regard to internal 
agencies % 

Sir Osborne Smith : I agree that it may be possible to do so far as internal 
arrangement is concerned, but the discretion should rest with the Board of 
Reserve Bank. 

Mr. Manic Subedar : If the Reserve Bank uses a member bank or banker 
as agent, that member bank or banker would not require a special constitution 
to deal with the agency work. What are your views on this '? 

Sir Osborne Smith : This is a question too big to' ^answer unequivocally. 
I would require time to minutely consider the same. 

Mr. Manic Subedar : You may take your own time. All that we are trying 
is to get the opinion of an experienced banker of your position and standing. 
I have no objection to your sending us a written reply later. You say that the 
Imperial Bank Act should be suitably amended to give it a status and respon- 
sibility apart from other banks. May I know what your objection is to the 
Imperial Bank registering itself as a joint stock bank. If the agency work 
justified by a separate Act either the other agents should have a special 
constitution or the Imperial Bank should not seek a special constitution on 
this account alone . That is my point. 

Sir Osborne Smith : I will submit my reply to this point also later on. 

Dr. Ryder : In answer to one question you say “ I am wholly averse to 
a Trading (Commercial) Bank supplying money for these purposes although 
I am aware such business is done by certain Continental Banks who use 
Debenture capital and not deposits from the public for the purpose of such 
business.” May I know what you are averse to. 

Sir Osborne Smith : I am averse to lending out on long term basis with funds 
secured through short term deposits. 

Dr. Hyder : I suppose you are aware of conditions in Germany* 

Sir Osborne Smith : As far as I am aware Germany is the only country 
which is doing business of that kind successfully. 

Dr. Hyder : But the credit which is given out in the shape of liquid resources 
is converted into long term debenture loans ? 

Sir Osborne Smith : It may be, I cannot say. 

Dr. Ryder : I take it that you are not averse to commercial banks granting 
credit against the security of liquid resources, such as stocks, etc. 

Sir Osborne Smith : Oh, not at all. 

Mr. Manic Subedar : In answer to my question you say “ agriculture is 
overwhelmingly ^India’s chief industry and bills with fixed dates of maturity 
are unsuitable for the ryot or produce dealer ”. I can understand their being 
unsuitable to the ryot but I am not clear with regard to their being unsuitable 
to the produce dealer. Agriculture ends at the moment when the producer 
has parted with his goods and trade starts, or in other words trade begins where 
agriculture ends. Is it not ? 

Sir Osborne Smith : yes. 



Mr. Manic Subedar : And the volume of this trade in India internal as well 
as external is enormous enough to justify an expectation that bills might be 
forthcoming, except to the extent to which cash credits are preferred ? 

Sir Osborne Smith : Yes. 

Mr. Manic Subedar : You further .say that it will, therefore, always be 
•difficult to secure bill substitution for loans and cash credits in India May 
I know your views on this statement ? 

Sir Osborne Smith : That is the case all over the world, not only in India. 
Ths Cash credit system is growing all over the world. 

Mr. Manu Subedar : Is it because bills of certain maturity are preferred by 
the market. If the period of maturities were taken to be 6 to 9 months in 
the case of agricultural bills, you still think that this difficulty will continue ? 

Sir Osborne Smith : I think short term bills are more popular now. 

Mr. Manic Subedar : That is no doubt true from the banker’s point of 
view but what are your views from the public point of view which you have 
stressed in other parts of your paper. 

Sir Osborne Smith : I would not favour the Reserve Bank taking 
9 months bills. 

Mr. Manu Subedar : Then to what period would you restrict it to ? 

Sir Osborne Smith : Nothing more than six months. 

Mr. Manic Subedar : Would that dictum apply to agricultural bills alone ? 

Sir Osborne Smith : It applies to all bills. 

Mr. Manu Subedar : I agree that bills cannot totally replace the case 
credit system. But do you not think that bills can take the place of cash credit 
even to the extent of creating a reasonable volume of bills to establish a bill 
.and discount market in this country ? 

Sir Osborne Smith : I do hot think voluntary substitution would be popular. 
It will have to be done compulsorily by banks for rediscount purposes. 

Mr. Manic Subedar : If banks got special rediscount facilities then they, 
in their own interest, might encourage the bill habit. 

Sir Osborne Smith : Yes. 

Mr. Manu Subedar : I only wanted to get a little more clear on the point. 
After the measures which you have suggested in the second part of your answer 
to my question about the abolition of the heavy stamp duty on bills and re- 
discount facilities, you expect a sufficient volume of bills will be created in this 
country, compulsory or otherwise, to establish a bill market in this country ? 

Sir Osborne Smith : Yes in time. 

Mr. Manu Subedar : Therefore, the position is not so hopeless as your 
remark would seem to appear. 

Sir Osborne Smith : I do not make out the position to be hopeless at all. 
If it were so, the Reserve Bank would not function at all. 

Mr. Manu Subedar : I will now request you to explain to me the meaning 
of the following sentence which you have made in answer to my question. 
“ Discount Houses might be built up from reliable native bankers of unsullied 
reputation and with substantial capital, and upon a deposit of a cash 
guarantee.” 
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Sir Osborne Smith : I mean “ Indian Bankers ” by my expression “ Native 
Bankers ”. I do not think it will be in the province of the Reserve Bank to- 
accept a Bill Broker without strictest scrutiny of his position 

Mr. Manu Subedar : I am not averse to any such scrutiny but I want to 
know how it will work. 

Sir Osborne Smith : These cash guarantee deposits will earn interest. 

Mr. Maim Subedar : The Reserve Bank is not permitted to give any interest. 

Sir Osborne Smith : The agent bank will do it. 

Dr. Ryder : With regard to these Bill brokers you say that they must hav e ' 
substantial capital and must be men of unsullied reputation, and they should 
also deposit a cash guarantee. To make a beginning would you insist on the- 
fulfilment of all these conditions % You are aware our object is to develop the 
bill market in this country. 

Sir Osborne Smith : That was how it was done in England and I do not 
see any reason why it should not be done here as well. My view is that until 
such men are available the position cannot be improved. 

Mr. Manu Subedar : I see you want a cash guarantee from indigenous 
bankers. Would you kindly explain whether it should be taken invariably or 
in some cases 1 

Sir Osborne Smith : Invariably. 

Mr. Manu Subedar : How much cash would you ask the indigenous banker 
to deposit with reference to the amount of rediscount given. 

Sir Osborne Smith -.That is a matter for further consideration. It allde' 
pends upon the business he is doing. 

Mr. Manu Subedar : Suppose he wanted rediscounting facilities to the limit 
of Rs. 5 lakhs. What cash deposit would you expect ? 

Sir Osborne Smith : Probably 10 per cent. 

Mr. Manu, Subedar : You have no objection to his expecting interest on 
his deposit. 

Sir Osborne Smith : No. If the deposit is with the Imperial Bank it would 
be quite reasonable to give interest on the deposit. 

Mr. Manu Subedar : If e could leave Government securities with the Impe' 
rial Bank the bank could deal with him direct. . 

Sir Osborne Smith : That will be the same thing. 

Mr. Manu Subedar : With regard to the establishment of investment trusts 
in India is it your feeling that subject to the provisions you have detailed — 
economical, efficient management, and control by a Board of the highest 
integrity there is no inherent difficulty ? 

Sir Osborne Smith : None whatever. As a matter of fact we were contem- 
plating the formation of an investment trust in the last 12 months, but as the 
times have become so bad a postponement has almost become necessary. 

Mr„ Manu Subedar : Bad times, in what sense ? Prices are fluctuating" 
widely, and are probably falling. 'You start with an initial handicap. If 
you start at a time of rising prices you would probably succeed. 

Sir Osborne Smith : Yes capital would be readily available. 

. - Mr. Manu Subedar : You do not think that the ruling rates of interest 
in India which are considered higher than ruling rates in other countries are 
an insuperable obstacle to the starting of an investment trust. 
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■ Sir Osborne, Smith : No. I should say in India 6 or 7 per cent, could be 
readily obtained. The success of an investment trust will be almost assured, 
provided investments are well spread and the institution is efficiently and 
economically run. 

Mr. Mann Sicbedar: hi or do you think the fact that the range of invest- 
ments in India is not as big as the range available for investment in the New 
York or the London Stock Exchanges is an obstacle to the starting of an 
investment trust ? 

Sir Osborne Smith ? No. I think it can be started. I am perfectly certain 
that, if Indian capital is not forthcoming, much English capital can be got 
here. I have been offered it actually. 

Mr. Mann, Subedar : It is just because of these two factors — high rates of 
interest as compared with other countries and less range of securities — perhaps 
the field for an investment trust is much bigger, if properly handled. The 
difficulty is that there are no models and there is no experience in India in this 
direction, but otherwise you would consider the field extremely favourable 
or even more favourable than in other countries because many of the investors 
in India do not know what is a good investment ? It will be of help to the 
public and to the banks % 

Sir Osborne Smith : Yes. 

Mr. Khaitan : I see you consider the stamp duty on bills is very 
heavy. 

Sir Osborne Smith : At the present time it will not be reduced on account 
of budget difficulties. Government could be persuaded to reduce the stamp 
duty when the Reserve Bank is actually in prospect. 

Mr. Khaitan : We have considered several suggestions in regard to the 
establishment of discount houses. What do you think of the following sug- 
gestion ? The Committee are not in favour of any compulsory measure in 
regard to bringing indigenous bankers within the Reserve Bank Scheme. Such 
of the indigenous bankers as desire to be placed on the approved list of the 
Reserve Bank and are admitted to rediscounting facilities by that institution 
up to the limits prescribed by it, should satisfy the following conditions — 
Such of the indigenous bankers as are engaged in banking proper should 
be eligible to be placed on the approved list of the Reserve Bank in 
the same manner as joint stock banks ; they should conform to the 
standard regarding owned capital prescribed for this purpose by the 
Reserve Bank ; they should agree to keep proper books of account in 
the usual recognised manner and to have them audited annually by one 
of the recognised auditors ; these books should also be available to the 
Reserve Bank for inspection and audit. The Reserve Bank should see that 
no institution enjoying rediscount facilities charges what in its opinion are high 
rates of interest. What do you think of this scheme ? Are there sufficient 
safeguards in it % 

Sir Osborne Smith : I agree generally. But I think the grant of rediscount- 
ing facilities should not be by right of being a member, but should depend upon 
selection by the Reserve Bank. 

Mr. Khaitan : That- is so. I have mentioned the conditions. 

Sir Osborne Smith : I think that is very sound. 
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Mr. Ehaitan : If these conditions are accepted by such bankers as want 
rediscounting facilities from the Reserve Bank, would you still insist upon 
their depositing a cash guarantee ? Or Government promissory notes, as sug- 
gested by Mr. Manu Subedar % 

Sir Osborne Smith : Every member would automatically have to make a 
deposit. 

Mr. Khaitan : We considered that point in the case of joint stock banks 
and indigenous bankers. There will be difficulties for some years to come 
to indigenous bankers accepting Reserve Bank loans on this condition which 
would be a new condition to them. 

Sir Purshotamdas Thakurdas : There is this difference. Joint Stock banks 
are limited liability companies. In the case of indigenous bankers the liability 
is unlimited. 

Sir Osborne Smith : I would still insist on the cash guarantee. It need not 
be a large percentage. ® 

Mr. Khaitan : It would be a hardship in this sense that at the present 
moment, when they discount bills in the market, they have to give no kind' 
of security except of course, the required number of signatures on the paper. 
It is not simply a paper signed by them alone, there will be other signatures on 
the paper. When they get their books audited by the examiners appointed by 
the Reserve Bank, the latter will come to know their financial condition and 
their way of doing business. 

Sir Osborne Smith : It is quite possible they might lose all the capital. 

Mr. Khaitan : They are not allowed to carry on trading operations. They 
should only do banking business. 

Sir Osborne Smith : They might make mistake in their purchase of bills. 

Mr. Khaitan : There are conditions about owned capital, etc. If the 
Reserve Bank finds they are discounting paper of unsatisfactory parties, they 
would have the discretion to limit or cancel the rediscounting facilities. 

Sir Osborne Smith : I might give further consideration, if these conditions 
are complied with. 

Dr. Ryder : Is it your view that investment trusts should attract the very, 
large capital required for industries or concerns which do not at present exist — 
working capital or whatever you like ? If investment trusts put the money 
which they compel their members to pay, into shares of existing concerns, the 
position arises that other concerns which might be established would have no 
one as their god-father or god-mother. 

/ Sir Osborne Smith : I have no objection to their investing in preference 
shares, debentures, etc. 

Dr. Ryder : Hot in ordinary shares ? 

Sir Osborne Smith : Ho. You must invest your money in suitable invest- 
ments. If you have not got them here you will have to go elsewhere. 

Dr. Hyder : Then the investment trust would not have fulfilled the need 
which we have at present, namely, some institution which might divert capital 
into concerns which might be established. 

Sir Osborne Smith : As a banker, if there are not sound investments in the 
country, I will send the money abroad. Otherwise you cannot pay dividends. 
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Mr. Manu Subedar : I would like to know whether the cash deposit indi- 
cated here is the same as the cash deposit under the Reserve Bank scheme ? 
Or whether it is in addition ? 

Sir Osborne, Smith : In addition, I would give it further consideration. It- 
may be waived. But the other must not be waived. 

Mr. Manu Subedar : In the other case you want a uniform ''system. Per- 
haps it may be better for some bankers to get the rediscounting facilities with- 
out the compulsory deposit. Does that not limit the field of selection ? 

- Sir Osborne Smith : Ho. 

Mr. Manu Subedar : I invite your attention to this statement. The amal- 
gamation of the Presidency Banks was in no way due to the competition of the- 
Exchange Banks. Were you in charge when the amalgamation took place ? 

Sir Osborne Smith : Ho. 

Mr. Manu Subedar : I suppose after you took charge you saw the paper 
relating to this ? 

Sir Osborne Smith : Ho. 

Mr. Manu Subedar : When you say ‘ in no way ’ that is according to your 
present information. If there is written information contrary to what you say, 

, would you amend what you say ? 

Sir Osborne Smith : It may be so. 

Mr. Manu Subedar : The public has two sides — one, the bank’s constituents 
and the other the wider public interests in the country. 

Sir Osborne Smith : I am speaking generally. If there is a monopoly, there 
will be a great fall in interest. And if indigenous banks make 20 or 25 per cent. 

» profits, it will not be a reasonable proposition at all. 

Mr. Manu Subedar : Twenty per cent, dividend is earned by foreign banks. 
Is that a reasonable proposition ? 

Sir Osborne Smith : I cannot discuss that. That is by reason of their 
accumulation of reserves. 

Mr. Manu Subedar : Reserves are only deferred profits. 

Sir Osborne Smith : I 'cannot think of any bank making any thing like 20 
per cent, trading profit in India at present. 

Mr. Manu Subedar : What are your views with regard to the entry of the 
Lloyds Bank in the Indian field. As you know, it has the second place in the 
U. K., it is one of the biggest banking institutions in the world, and it has power 
to compete, if it so chose, with any existing institution. 

Sir Osborne Smith : Yes. I have no objection to its fair competition. 

Mr. Manu Subedar : YoU would allow the competition of a lion and a 
lamb. 

Sir Osborne Smith : I have no objection to competition remaining within 
the limits of legitimate banking. Lloyds Bank are competing in the banking- 
field to a certain extent. 

Mr. Manu Subedar : You do not consider the foreign exchange banks in 
this country, as a danger to the growth of Indian institutions ? 

Sir Osborne Smith : I think it might be more difficult to start Indian insti- 
tutions in sea-port towns. But if the foreign banks will give similar and 
efficient service why not let them continue ? It is all for the benefit of the- 
public. 
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Mr Manu Subedar : If people wanted to make a distinction between Indian 
institutions and foreign institutions, the other thing would come in. Where 
there are powerful institutions with large reserves Indians are hound to find 
it difficult to start their own institutions. 

Sir Osborne Smith : That is right. 

Mr. Manu Subedar : Then purely from the aspect of service you axe of the 
view that the existing institutions should be allowed to do their work properly. 

Sir Osborne Smith : Yes. 

Mr. Manu Subedar : They are doing their work properly in the sense they 
are expanding their share of the internal trade of the country. 

Sir Osborne Smith : Yes and giving efiicient economical service. 

Mr. Manu Subedar : Does the Imperial Bank feel their competition where- 
ver they have branches in the country ? 

Sir Osborne Smith : We have a lot of competition from them. I do not 
fhink they can quote more favourable rates. 

Mr. Man u. Subedar : The Imperial Bank borrows at a less rate than these 
banks ? , 

Sir Osborne Smith : The rate varies, but at the present time the Imperial . 
Bank borrows at 31 per cent. The foreign institutions borrow at from I to 41 
percent. There are special circumstances at the present time which permit 
them to give higher rates. In this way they are able to give facilities to foreign 
trade. 

Mr. Mann Subedar : They cannot compete very much with you, but they 
can with those banks which are obliged to borrow. 

Sir Osborne Smith : I do not object to competition. 

Mr. Manu Subedar : Do they compete as a matter of fact, or do they 
not % 

Sir Osborne Smith : They do to a certain extent. 

Mr. Manu Subedar : Could you give us, or could you send us from your 
headquarters the deposit rates of the Imperial Bank — I understand they have 
come down in the last ten years — and also the rates, if there are any records 
of the foreign institutions. 

Sir Osborne Smith : I have not got them with me but will send them on. 

Mr. Manu Subedar : What is your view with regard to the prohibition of 
borrowing in London by the Imperial Bank ? I do not want to go into the 
history of it — it is all very carefully recorded. Would you like the power to 
borrow in London and do the exchange business, or would you like this restric- 
tion to go on ? 

Sir Osborne Smith : I would like the power to borrow and do exchange 
business. 

Mr. Manu Subedar : According to the records of Government Departments 
it appears that this power is not given because of the pressure of exchange 
banks. These felt that this would interfere with their business through their 
apprehension — I do not know whether they realise it, but others do — was not 
justified. 

Sir Osborne Smith : I have no knowledge. 

Mr. Ramdas Pantulu : The answer to the question show's that the reason 
is the same— whatever it is — in the ease of prohibition of both the acceptance 
of deposits in London and the conduct of exchange business. 
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Mr. Manu Subedar : With regard to these deposits it is the feeling oi many 
Indian witnesses who appeared before us, that these deposits represent the 
savings of the country, and they belong to the Indian people as a people, and 
all such savings are the first claim of Indian nationals : that is to say. of Indian 
banks, and, through these hanks of their Indian constituents. Have you any 
strong objection to this feeling on their part ? 

- Sir Osborne Smith : Foreign banks have been doing good service to India. 
There is no reason why they should not have a claim on these savings. If the 
money is not safe I would not lend it to them. 

' Mr. Manu Subedar : Have you anything further to support what you have 
said ? 

Sir Osborne Smith : I believe people should have the right to invest their 
money as they wish. 

Mr. Manu Subedar : What do you anticipate if their right to invest their 
money in foreign banks is interfered with 'i 

Sir Osborne Smith : I should say it would not be justified. 

Mr. Manu Subedar : What would be the economic consequences 'i 

Sir Osborne Smith : Probably rates will come down. 

Mr. Manu Subedar : Any other consequences ? 

Sir Osborne Smith : 1 do not know; probably finance for tiade would be 
more expensive. 

Mr. Manu, Subedar : Would not foreign banks be able to get money from 
their own headquarters ? 

Sir Osborne Smith : They may be, but 

Mr. Manu Subedar : Should they be able to bring funds from their own 
headquarters, would not that enrich the Indian money market % 

Sir Osborne Smith : They would bring it here for the trade season and send 
it home at the conclusion. 

Mr. Manu Subedar : I understand that the Chairman of one of the Big 
Five (Lloyds Bank) said that they do Indian business without taking a single 
pound from London. 

Sir Osborne Smith : I did see that statement, and it leads me to think they 
are not doing the volume of business some of the others are doing. 

Mr. Manu Subedar : Even so, your suggestion is that they bring over their 
money seasonally ? 

Sir Osborne Smith : That is what they would do if they seasonally needed 
it. ' 

Mr. Manu, Subedar : They do not, therefore, engage any amount of London 
money in this country all the year round ? 

Sir Osborne Smith : I have no knowledge whether they do it or not, but I 
should not think so. 

Mr. Manu Subedar : In a statement which was given to us by the Exchange 
Banks Association, we were told that on then- total turnover on a particular- 
date, taking several hanks together, of 30 crores, the amount engaged in foreign 
hills was 6 crores and the balance represented loans in cash credits would not 
that show that actually for the financing of foreign trade all that money is 
not required ? 

Sir Osborne Smith : I understand they said that if there were 30 crores, 
6 crores only were used for bills the balance for Finance pending shipment. 



Mr. Mann Subedar : 6 crores were used for bills relating to foreign trade and 
the balance in cash credit loans ? 

Mr. Khaitan : That was the statement given to us by the Exchange Banks ~ 

Sir Osborne Smith : I do not know. 

Mr. Mann Subedar : That statement would show that a large amount of 
deposits is used not merely for the financing of foreign trade, but also for doing 
internal business. 

Sir Osborne Smith : It would indicate that — pending shipment. 

Mr. Khaitan : We have got to consider that fact that a proper banking 
system is to be established in India for a long time to come. Let me take you 
back to the year 1914 and let us imagine that in that year the whole of the 
financing of foreign trade w T as done by German banks and that German bank& 
had also gone into the interior of India. When war was declared in August 
1914, what would have been the position of the economic system of India ? 

Sir Osborne Smith : It would be very desperate but far fetched. 

Mr. Khaitan : Bearing that in mind, would you advise that, situated as 
India is in respect of its obligations to make remittances for home charges 
(the calculation is about 70 or 80 crores per year as the return of foreign invest- 
ments in the country), it would be quite safe for India to rely on non-Indian 
institutions for purposes of her foreign trade ? Also that those banks engaged 
in foreign trade should do a large part of their operations for internal purposes- 
and that people who are trading and manufacturing in India should be tied 
down to non-Indian institutions for that purpose ? 

Sir Osborne Smith : I do not say they should be tied. I have no objection, 
to Indian exchange banks starting business but not with State Capital. 

Mr. Khaitan : But would you not advise us that it is desirable in the eir" 
cumstances that Indian exchange banks should grow up, so that the position 
may not become very desperate as you yourself put it ? 

Sir Osborne Smith : I have no objection whatever to Indian exchange banks 
starting as no doubt they would, if big profits were in prospect. 

Mr. Khaitan : Let us assume that there is a war between England, Amerie a 
and Japan, what would be the position ? 

Sir Osborne Smith : I am sure I cannot visualise such a position. 

Mr. Khaitan : But if such a thing happened, it would be desirable in the 
interests of the country that India should not have to rely on a foreign institu- 
tion for the purposes of her foreign trade as also her internal trade. 

Sir Osborne Smith : I certainly would not make that suggestion. 

JLfr. Khaitan : May I take it that you recommend the establishment of an 
Indian Exchange Bank ?' 

Sir Osborne Smith : I do not recommend it, I say that I have no objection 
to it in the slightest degree but I must emphasize not with capital supplied 
by the Government. 

Mr. Khaitan : What is your experience as regards foreign banks receiving 
deposits in England ? lam not talking of legislation but of practice. 

Sir Osborne Smith : Eoreign banks attract a very small amount of deposits. 

Mr. Khaitan : They often carry on business with money brought from their 
ow r n countries ? 

/ 

Sir Osborne Smith : I do not know, probably they do, the volume of 
business done by the Exchange Banks indicates that it is so. 
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Mr. Khaitcin : I am told that foreign banks operating in Australia mostly 
do agency business for the nationals of their own country and carry on that 
business with the help of money brought from their own countries. 

Sir Osborne Smith : 1 do not think they are allowed to receive deposits. 

Mr. Khaitan : Your impression is that foreign banks in Australia do not 
receive deposits ? 

Sir Osborne Smith : I do not think they do. 

Mr. Khaitan : Do you know why the Chartered Bank of India, Australia 
and China has the word * Australia in its name ? 

Sir Osborne Smith : Mr. Buckley might be able to tell you about it. 

Mr. Khaitan : Mr. Buckley does not know about it. 

Mr. Buckley : I do know. Bor the reason that we never wanted to go over. 
Our bank was formed at a time when it was not propitious to open a branch 
in Australia. There were two foreign hanks operating in Australia, the Yoko- 
hama Specie Bank and the Comptoir. 

Mr. Khaitan : There must be some reason for it. 

Mr. Buckley : There is no law against it. 

Mr. Khaitan : Supposing foreign banks (I am not talking of the existing 
banks) were allowed to come freely and carry on business in India without 
any restrictions whatsoever, having regard to the prestige which the existing 
foreign banks have built up in this country, would it be advisable to allow 
Indian depositors to deposit their money ’indiscriminately with any kind of 
foreign banks that come and operate in this country 1 Would it not be desir- 
able to have some system of examination by the authorities of the country so 
that the depositors’ interests may be protected ? 

Sir Osborne Smith : I do not know in what way you would protect their 
interests. 

Mr. Khaitan : Some way ought to be devised. 

Sir Osborne Smith : I have no objection to any legitimate audit. 

Mr. Khaitan : You know that at the present moment with a few exception 
the business in the interior is being financed by indigenous bankers and indi- 
genous banks. Assume for a moment that you are Indian. Would you advise 
that we should freely allow big non-Indian institutions to take the place of 
indigenous banks and bankers for the purpose of financing the internal trade 
or should we devise such a system as will ensure the growth of indigenous 
banks and bankers for the purpose of financing the internal business ? 

Sir Osborne Smith : But surely the non-Indian institutions would not 
continue very long if restrictions become too burdensome. 

Mr. Khaitan : Should non-Indian institutions be allowed indiscriminately 
to take the place of indigenous banks and bankers that are existing at present 
or that may come into existence in future ? 

Sir Osborne Smith : Why not allow them to operate side by side ? 

Mr. Khaitan : There is a certain amount of business and if big foreign banks 
are allowed to operate in the interior, they will offer very strong competition 
with the indigenous system, would they not ? 

Sir Osborne Smith : Yes, but they are not going to operate preferentially. 
Why s hou Id not the indigenous banks also make profits ? 

Yol. Ill 
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Mr. Khaitan : It will depend upon the rates at which they attract deposits. 
If there is competition in regard to deposits between an existing joint stock 
bank and the Lloyds Bank, one of the Big Five, would not the latter be able 
to attract deposits at a lower rate than the former ? 

Sir Osborne Smith : The joint stock bank may be more competent than the 
Lloyds Bank and work on lower establishment charges. 

Mr. Khaitan : Having regard to the security offered by the Lloyds Bank, 
it would attract deposits at a lower rate and, therefore, be able to lend at a 
lower rate. 

Sir Osborne Smith : Perhaps — it depends upon the confidence) the 
joint stock bank enjoys. 

Mr. Khaitan : Suppose some big bankers came to this country from Java 
.and began to operate in the interests of their country ? 

Sir Osborne Smith : Can they do it ? 

Mr. Khaitan : If they are allowed to come unrestrictedly, they may. How 
would you then meet the situation ? 

Sir Osborne Smith : I would place an embargo on the bank if it were unsafe 
or undesirable. 

Mr. Khaitan : In similar circumstances, should you not also check foreign 
hanks taking the place of indigenous banks and bankers ? 

Sir Osborne Smith : I cannot see that. The public will be better served by a ~ 
banks offering a lower rate of interest ; I think that is the main consideration 
cheaper public service. 

Mr. Khaitan : But if big bankers come and are able to draw cheaply more 
money ? 

Sir Osborne Smith : It is very doubtful if they can. 

' Mr. Rushforth : Regarding the point about tho desire for an Indian Ex- 
change Bank one must be guided a good deal by precedents, and the example 
of Japan has been brought to our notice to a great extent. We have been 
told that prior to 1880 the foreign trade of Japan was in the hands of foreign 
banks, but the Government of Japan helped Japanese banks with State assist- 
ance. I wonder whother you can give us any information on the example of 
Japan ? 

Sir Osborne Smith : I repeat I have no objection to, indeed I would 
welcome an Indian Exchange Bank with capital subscribed by Indian 
Nationals. In Japan the Yokohama Specie Bank was in existence long 
prior to the Reserve Bank and I believe it still exclusively perforins the 
Government Exchange operations. 

Mr. Rushforth : Have they a monopoly ? , 

Sir Osborne Smith : I believe the Yokohama still has a monopoly and 
that the arrangement successfully functions. 

Mr. Rushforth : You do not consider Japan an ideal example ? 

Sir Osborne Smith : I think it essential that Government Exchange 
business should be performed by the Reserve Bank whose chief duty is to 
maintain internal and external credit. 

Mr. Rushforth : As far as assistance from State capital is concerned, what 
do you say ? 

Sir Osborne Smith : I have great objection to it and also to giving it v 
monopoly of Government remittance. 

__ Mr, Manu Subedar : Even after all the assistance which the Presidency 
Banks and the Imperial Bank have received and are receiving, would you 
still say that on principle you object to State assistance ? 
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• Sir Osborne Smith : The Imperial Bank is not getting any State assistance. 
If you refer to Government balances, I can show you that, in my opinion, the 
Bank gives a lot more than it gets. 

Mr. Manu Subedar : And the remittance facilities 1 

Sir Osborne Smith : That is all calculated in the service that we give for 
their balances. At times it is true that the Government balances reach 10, 15 
or 20 crores, but they are not actually useful to the Bank as they cannot be: 
employed. 

Mr. Maim Subedar : Assuming then that the privileges are fully met by 
the services, you would not object if the privileges were taken away and the 
services were performed by Government in some other manner, the Imperial 
Bank conforming to the lav r of the land and registering itself under the Joint 
Stock Companies Act ? 

Sir Osborne Smith : I would not object to continuing like cny other bank 
without restrictions. 

Mr. Rushforth'. Regarding the penetration of big institutions upcountry, 
do you consider that it is feasible to have any sort of convention, regulation or 
understanding by which their branch activities could be controlled with- 
out interfering with healthy competition ? The position, as one sees it in 
reports, is that there exists at present competition which is not really for the 
benefit of the public. There are limits to competition, but on principle we 
do not want to restrict banking facilities upcountry. Do you think it is possible 
to have some sort of convention between the Central Bank or the Imperial 
Bank and other banks in regard to the opening of branches \ 

Sir Osborne Smith : My idea is that to a certain extent there should be an 
arrangement through the Reserve Bank by which duplication might be 
avoided. 

Mr. Rushforth : It should not be by legislation, but it should be recognized 
that branches are to be opened only with the consent of the Reserve Bank ? 

Sir Osborne Smith : Yes, the Reserve Bank being consulted. 

Mr. Rushforth : My point applies to ordinary joint stock bank business as 
well. 

Sir Osborne Smith : I think it is feasible that branches should only be 
opened after consultation with the Reserve Bank in centres where duplication 
may be avoided and amicable arrangements come to, but not by legislation. 

Mr. Rushforth : Would that be practicable ? 

Sir Osborne Smith : I think so. 

Mr. Buckley : Mr. Subedar raised the question of restriction of deposits. 
If exchange banks were not allowed to accept deposits from the Indian 
public, it would mean that they would have to repay something like 70 
crores of rupees. I submit that in view of the fact that the amounts of deposits 
at the present time which are not actually used by exchange banks in advances 
are invested in treasury bills and Government securities, if exchange banks 
had to let their deposits run off, it would have a detrimental effect on the 
Government security market, with the result that any benefit that would be 
obtained by the deposits being diverted from foreign exchange banks to Indian 
joint stock banks would be more than ofi-set by the latter’s large 
holdings in Government securities further depreciating. 

Sir Osborne Smith : It will be a great embarrassment under certain condi* 
tions undoubtedly. 

3x2 
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Mr. Buckley : Then again the only way in which exchange banks would be 
able to bring out funds from their own country -would be by sales to the Reserve 
Bank ; that would push the rupee rate up to the upper gold point, because 
they would be all selling at the same time. 

Sir Osborne Smith : Yes. 

Mr. Buckley : There is one other point with regard to the six crores held 
in “ bills”. Surely the “ advances ” made from deposits received are all in 
connection with or are closely allied to foreign trade. 

Sir Osborne Smith : They relate to shipment of goods. 

Mr. Buckley : You either have money invested in advances against goods 
in course of shipment or you have it in bills on the seas. 

Sir Osborne Smith : That is so. 

Mr. Khaitan : But there is a difference between ‘ pending shipment 5 and 
1 actual shipment ’. 

Sir Obsorne Smith : The one relates to goods actually on the water, and the 
other to goods which are in the process of manufacture or transit. 

Mr. Khaitan : As regards bills in transit, is it not your experience that 
almost all the bills are handed over to you on the mail day ? Bor example, 

in connection with the export trade, the exporters send you the bills on 
Thursday. 

Mr. Buckley : Or the day before. 

Mr. Khaitan : So that when you say ‘ pending shipment J it means a longer 
period than one day. 

Mr. Buckley : I was referring to cash credits against goods purchased for 
shipment, in the course of shipment and so on. These are all closely allied to> 
exchange business. 

Mr. Khaitan : The point I want to make clear is that by ‘ pending ship- 
ment ’ you mean the cash credit accounts of the exchange banks, i.e., in con- 
nection with internal trade. Sir Osborne is not aware of the definition of 
‘ foreign trade ’ which this Committee have accepted, namely, that foreign 
trade starts with the issue of shipping documents and ends with the clearance 
of goods. On that definition would you say that the cash credits are advances 
from field to port % 

Sir Osborne Smith : I fear I cannot accept that definition. 

Mr. Khaitan : If somebody accepted that definition, then it would be quite- 
correct to say that it is an advance from field to port ? 

Mr. Jadunath Boy : You said that if non-Indian banks received deposits 
in this country you would not object to it so long as they were used for the 
trade of this country, but would you object to a non-Indian bank which re- 
ceived its deposits in this country using those funds abroad for non-Indian 
purposes ? • 

Sir Osborne Smith : My view is that Indian money should, as far as possible* 
be utilised in this country alone. 

Mr. Buckley : A statement showing the deposits received and how disposed 
of by the non-Indian banks in this country have already been circulated to- 
members. 

Mr. Manu Subedar : It is only a collective statement. Figures have not. 
been given separately for each bank functioning in this coimtry. 
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CJiairman : 'Mr. Sarkar has sent me a set of questions which he has desire d 
me to put on his behalf to Sir Osborne Smith. As the paper has not been 
circulated, I shall read out the questions' one by one and request- Sir Osborne 
Smith to answer them. 

Q. 1. You say : “ Adequate gold is hoarded in the country and Indians 
should have sufficient faith in their country to make such gold function by 
lending it to Government for Reserve Bank purposes 

On the other hand we have heard evidence that such gold hoarding is a 
myth. Can you give us any facts in support of your statement and indicate 
the form in which such hoarding is held, where it is held and the amount 
that may be likely to be drawn in the form of loans suggested by you ? Can 
you give us details of your suggestions of gold loan ? 

In this connection, have you seen the gold certificate scheme suggested by 
the Currency Commission in 1926 and since elaborated in the Banking Enquiry 
number of the “ Indian Finance ” ? Can you let us have your views on this 
scheme ? Can you also let us know if the Imperial Bank, through its large 
number of branches, can put into effect this scheme with suitable modifica- 
tions ? 

Sir Osborne Smith : Judging from the amounts taken almost weekly in 
London for India and from the Customs Returns -which disclose 550 crores 
imports of gold since 1900 (about 20 crores a year average) and the sovereigns 
which have come from Australia it is reasonable to infer that much has gone 
into hoards, as nothing approaching such an amount could have been used 
for the arts, etc. Gold could be loaned to the Reserve Bank for a term of 
years at agreed upon interest and be repayable in the currency of the country, 
or in gold at the option of the Reserve Bank. During the currency of the 
loan it might be possible for the Reserve Bank to accumulate gold and repay 
in gold if required. 

Gold Certificate Scheme. — I am doubtful of the efficiency of such a scheme. 
For instance, if say 25 crores were deposited and a wave of no confidence 
swept the countiy inducing complete realization of the Certificates in gold, 
the reserves would be in a chaotic condition. On the other hand if the national 
spirit •became highly developed, such confidence might be created, and the 
investment habit become so popular that renewals of the Certificates or the 
nature of partial repayments might be left to the discretion of the bank. In 
this event a scheme on the lines of the Postal Cash Certificates would meet the 
case. 

Q. 2. What dp you think of the proposal for negotiating a gold loan with 
U. S. A. against our silver assets ? U. S. A. wishes India to stop her silver 
sales. India may agree if she is given a gold loan of Rs. 20 crores (say, 65 
million dollars) against our surplus rupees. Do you not agree if the negotia- 
tions bear fruit, the position of our currency reserves will be considerably 
strengthened ? 

Sir Obsorne Smith : A Gold Loan means repayment in , gold and unless 
such a loan were for a very extended term of years and with a wide optional 
maturity, I fear it would be dangerous to India. In addition India can borrow 
more favourably in London than New York and a further disability is the 
established fact that after issue Dominion Loans are immediately sent to 
London for sale even at a loss and the effect of this policy is to transfer and 
make dearer further London flotations (Australian and State Loans for ins- 
tance). I can see little hope for such' a loan until the Reserve Bank cornea 
into being, then it might be feasible by reason of the co-operation of Reserve 
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Banks and Governments. Possibly from a silver stability stand-point and also 
from a Trade stand-point such a loan would be advantageous to both countries. 
The only scheme I can visualise being successful is for producers to form a 
silver pool giving the United States of America the sole selling option and dis- 
tributing proceeds prorata to all depositors ; under such terms and upon a 
deposit of India’s quota the United States of America might possibly favour- 
ably consider a gold loan. 

Q. 3. Now, with some gold by loan and with such gold as we may obtain 
by tapping the Indian hoards, through some scheme or other if it be possible 
to attain the level of the gold reserve prescribed by the Hilton Young Com- 
mission, do you agree that your essential condition of a substantial gold reserve 
for starting our Reserve Bank comes to be fulfilled ? 

Sir Obsorne Sfnith : Yes. The main obstacle would be surmounted if 
adequate gold were subscribed but in view of the catastrophic fall in silver 
and its now proven instability, I would recommend a higher gold and gold 
securities percentage and a lower silver percentage in the reserve to start 
with than recommended by the Hilton Young Commission. 

Q. 4. Prom your experience of the Central Banks of other countries, and 
your knowledge of the particular conditions in India, what do you consider 
to be the essential principles to be kept in mind in regard to the functions, 
and constitution of a Reserve Bank in India satisfying the “ cautious sound 
lines and reserve requirements on a firm unshakable basis ” as suggested by 
you ? 

Sir Osborne Smith : Tho Reserve Bank should control currency credit and 
exchange and be absolutely free from political control. I favour business in. 
ready and forward exchange and general opon market operations in con- 
formity with Government programme of requirements. An adequate per- 
centage of time and call liabilities of member banks must be deposited with 
the Reserve Bank. The general lines of the 1927 Bill should be followed as 
the provisions represent my ideas and I emphasize it must be a Shareholders. 
Bank. 

Q. 5. In order that the Reserve Bank proposal may materialise at an 
early date what are, in your view, the preliminary steps to bo taken ? 

Sir ^Osborne Smith : Formulating the necessary legislation and accumula- 
ting the Reserves and so establish the confidence of the rest of the world in 
India’s financial position. 

Q. 6. I hope you will be able to give us somo valuable suggestions regard- 
ing a point which you have not dealt with in your memorandum. It has been 
pressed on the attention of tho Committee by some witnesses that in opening 
branches in the up-country stations the foreign exchange banks are putting 
up a competition against the indigenous joint stock banks. It has been 
protested against by tho Indian banks ’on the ground that it is hardly fair 
that the foreign banks which enjoy a practical monopoly of the exchange 
business should make serious encroachments even in the internal field of 
banking business. The point is particularly emphasised that it is impossible 
for the newly started Indian banks to continue for any length of time against 
the serious competition of the branches of formidable and resourceful Exchange 
banks. We have received evidence on the other hand that the competition 
created by the establishment of branches has proved salutory to traders and 
industrialists as it has tended to lower down the prevailing rates of interest. 
Such a view, however, may be criticised on the ground that this apparent 
benefit will prove detrimental to the banicing development of the country in 
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the long run Dy way of putting a brake on the banking enterprise of the nationals 
of the country. _ In view of this criticism how would you think of the idea- 
that on the basis of an agreed convention the exchange banks should hence- 
forward cease from opening branches in up-country centres and that they 
should restrict their operations exclusively to the financing of exports and 
imports within the areas of the port towns and not engage themselves in the 
matter of financing inland trade. 

• Sir Osborne Smith : Banking is a public utility and the more sound institu- 
tions to choose from means more favourable rates of business to the commu- 
nity. Success then follows management efficiency. I am not in favour of 
any restriction except against instability. 

Q. 7. The Committee have provisionally arrived at the conclusion that an. 
Indian Exchange Bank should be established with State assistance at the 
initial stage and one of the proposals is that this institution must “ exclusively 
handle the work connected with the foreign remittances of the Government ,r 
under the direction of the Reserve Bank, which will take the place of the 
Controller of Currency, in deciding the rate at which such remittances can be 
made. Do you anticipate any difficulty in giving practical effect to this 
scheme of giving monopoly of governmental remittance to the proposed Indian 
Exchange Bank % If so, what may be the specific difficulties that you think 
-would stand in the way andean you suggest any means by which these diffi- 
culties may be obviated ? 

Sir Osborne Smith : On the ground of expense primarily, I am utterly 
opposed to Government putting up capital to develop a bank in opposition to- 
established institutions which are well run and provide cheap and efficient 
facilities. It seems to me that such would be an expensive and superfluous 
luxury, aggravated by the sane conclusion that Government Exchang e 
operations should be absolutely within the province of the Reserve Bank 
' when established. To give such a bank a monopoly of Government business 
would not only penalise the tax-payer but it would also retard the Reserve 
Bank from exercising a proper control over credit. 

Chairman. : You say it would penalise the tax-payer. Will you kindly 
develop the point ? 

Sir Osborne Smith : I understand the proposition is that Government 
should put up the capital. 

Chairman : When we say that the State will put up the capital it does not 
mean that that capital will be interest free. Whatever interest has to be paid' 
on that capital will have to come out of the profits of the concern. Therefore,, 
how does the question of penalising the tax-payer arise ? ■ s 

Sir Osborne Smith : I should say that the country is not in a position to- 
put up the capital for any such unnecessary enterprise. 

Chairman : That is another point. The question of penalising the tax- 
payer does not arise. If, for example, Government borrows in the market in 
India or outside India and puts up capital in that way, and if the bank finds, 
adequate interest on the capital, that is not penalising the tax-payer. 

Sir Osborne Smith : It seems the general impression is that to do exchang© 
business is the royal road to fortune. My idea is that there is considerable 
risk. in doing it. There is nothing to say that it will be. a success. 

Chairman : Your point is that this bank, if established, will not- be able to 
earn a sufficient, sum .of money to provide an adequate; return on the capital 
provided by the State., _ .. . ‘ , . . . ... 
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Sir Osborne Smith : It is problematical whether it would. If the exchange 
banka are making some profit it is because of efficient management. I am 
s imply assuming it on the ground that otherwise they would not have continued 
to do the business. 

Chairman : Suppose a State Exchange Bank is established with capital 
borrowed by Government, and Government manages to secure a first class 
manager. What would be the difficulty. 

Sir Osborne Smith : I do not say it would not make a profit. Why have 
a duplication ? The Reserve Bank could perform all its functions. 

Chairman : That is another question. It may be admitted of course 
though there may be a dispute as to whether the exchange banks are serving 
the needs of the country very well, that a very large share of the foreign trade 
of the country remains in the hands of non-Indians. That is not a desirable 
outlook for the country. It is learnt from books that one result of the estab- 
lishment of the Yokhohama Specie Bank undoubtedly was that a greater share 
of the foreign trade passed into the hands of the nationals of Japan, and, 
therefore, it has been suggested, from the point of view of the ultimate good of 
the country, that we ought to foster the establishment of a State Bank. It 
should be clearly understood that all that the State does is to provide the whole 
or part of the capital. It is not a question of State management . We want the 
"best management free from all interference by the State or by political insti- 
tutions like the legislature. I do not think there is any dispute on that point 
however we may differ on other points. 

Sir Osborne Smith : I cannot conceive how you are going to get your Board 
of Directors free from political control if capital is to be subscribed by the State. 
That seems to be one of your essentials. Further, I am not against an Indian 
Exchange Bank at all : far from it. What I am against is the State putting up 
the capital. Why should not the Indian banks subscribe the capital and create 
their own bank ? 

Chairman : Suppose you get them to start an exchange bank. Would you 
object to the Reserve Bank giving that institution a monopoly of State remit- 
tances. 

Sir Osborne Smith : Yes, that should be within the province of the Reserv 6 
Bank. ' > 


Chairman : How would the policy of the Reserve Bank be affected if it is 
laid clown that the new Exchange Bank should do Government remittance 
business under proper safeguards. 

Sir Osborne Smith : I should think it would because the Rpserve Bank is 
apt to lose its grip over the internal and external credit of the country. 

Chairman : Would you develop it ? 

Sir Osborne Smith : I know you have in mind the Yokhohama Specie 
Bank which is not a Reserve Bank, 


Chairman : You obviously know that though the Bank of J apan is supposed 
to be a Reserve Bank, it does not actually deal with that part of the business. 
How will it in any way interfere with the Reserve Bank 'discharging its duties 
properly if it is definitely decided that Government remittance should be 
managed only through this new Indian Exchange Bank. 


Sir Osborne Smith : I cannot see any reason for the ' duplication or 
curtailing the power of the Reserve Bank to perform its primary duty. ■ 


for 
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Chairman : I am simply trying to get information. One suggestion which, 
has been made to us is this. Suppose Government wants in any one year to 
remit to London £50 millions. The Reserve Bank will know the amount to be 
remitted by Government - of course the amount may vary in the course of the 
year — but taking £50 millions as the amount the Reserve Bank makes arrange- 
ments with the new Exchange Bank for the remittance of this amount. It has 
even been suggested for the matter of that that the Reserve Bank will function 
in the same manner as the present Controller of Currency, It will simply 
obtain this remittance on tender, and it will give a preference to this new Ex- 
change Bank. 

Sir Osborne, Smith : Why could not the Reserve Bank do all this ? 

Chairman : That is a very pertinent question, I fully see that, but what are 
your objections to the other thing ? 

Sir Osborne Smith : It is superfluous. You must realise that the Yokho - 
hama Specie Bank was given this business before any Reserve Bank was 
formed m Japan at all and there is no evidence that- it does the business more 
efficiently than the Reserve Bank would. 

Chairman : I think it is not for me to question your facts because you know 
more about them than I do. My information is obtained from books, but to 
the best of my recollection both the banks were started more or less together 
and when it was started, the Bank of Japan was not given this business. It 
was given to the Yokhohama Specie Bank, the reason being, as stated in books, 
.that exchange between Japan and western countries was liable to very large 
fluctuations, and Japan had at that stage very large foreign payments to make, 
and, therefore, this particular business was handed over to the Yokhohama 
Specie Bank. The Bank of Japan was not allowed to do this class of business, 
and the only thing it did was that it lent money to the Yokhohama Specie Bank 
for its working requirements at concessional rates of interest. Therefore, there 
was no duplication there, but it is not wholly comparable. Here the funda- 
mental idea is that the Reserve Bank should also be made responsible for ex- 
change, but having done so it should manage Government remittance through 
this contemplated bank. 

Sir Osborne Smith : I must disagree with the view in regard to the starting 
of the bank. My information is, I am not quite sure on the point, that the 
Yokhohama Specie Bank was started two or three years prior to the other 
bank. There must be very close co-operation between these two banks — 
as a matter of fact the Yokhohama Specie Bank must act as an agent for the 
Bank of Japan in regard to exchange transactions. I do not see how they can 
work otherwise. 

Sir Purshotamdas ThaJcurdas : Suppose that can be done, there is no objec- 
tion ? 

Sir Osborne Smith : T can see no insurmountable objection to the proposal : 
my opposition being on account of duplication causing unjustified expense and 
the restriction such a separate institution would impose on the Reserve Bank’s 
control of credit. 

Sir Purshotamdas Thakurdas : In the morning we discussed this very fully. 
Had I not been in the chair I would have taken part in the discussion. Sir 
Osborne Smith b"gan saying that the case of Japan is a bad precedent on which 
to fall back. Suppose we concede that. Is it any good telling India the case 
of every other country is somewhat quite different and it cannot be taken as 
•an example ? Japan started the Yokhohama Specie Bank, gave it the total 
-exchange business, and we know where they are to-day. In India there could 
have been banks which should by now have established themselves , strongly 
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and firmly. I do not think there is any need to discuss the question whether 
we should do anything or not to secure to the nationals of the country their 
due share in the financing of the foreign trade : I look upon that as an axiom, 
for even the foreign experts had to agree that it is desirable, and that it may be 
solved. What I am looking forward to is — what is the best method which you 
advocate ? Sir Osborne Smith says : Start an Indian bank. But at the 
same time, in reply to Mr. Manu Subedar this morning, he said that any Indian 
bank which you can start with private capital would not be able to hold its 
own : in fact, the words he used were that it was a competition as between 
a lion and a lamb. 

Mr. Manu Subedar : I used this comparison. ' 

Sir PursJiotamdas Thalcurdas : I may be mentioning a very simple truism, 
but can Sir Osborne Smith name to us any other country in this civilised world' 
which has circumstances comparable to tlioso existing in India to-day ? 
There is no country that you can name. Then, what is our solution ? 

Sir Osborne Smith : As I have already said, I quite favour the establishment 
of an Exchange Bank here. But, as I have said already, it should not be with 
Government money. If exchange business is a royal road to fortune I think 
there must be sufficient money available for the establishment of a bank. 

Sir PursJiotamdas Thalcurdas : If a new bank is established by private 
enterprise, do you really think that it can stand the competition of the ID 
foreign institutions with all their accumulated capital and reserves ? 

Sir Osborne Smith : If you have the confidence of the Indian public then 
there should be no difficulty. 

Sir PursJiotamdas Thalcurdas : How is that confidence to be created unless 
the bank has worked for, say, 5, 10 15 years ? Take a most notable board : 
if they put up a signboard and started a bank would they carry the same 
weight and prestige as the foreign banks ? Certainly not. On the other hand 
the existing banks would try to kill this new institution, which would not be 
unnatural, which would only be human on their part. Therefore, India is in 
a peculiar position, and if she is not to be left behind and should make up the 
lee way which has to be made up, you havo got to make a start now. Any 
postponement will only still more complicate the situation than it is to-day. 
I will now deal with the objections. First. capital. If exchange business is 
a non-paying business, I certainly think that there will not be this anxiety 
on the part of the vested interests that the State should not come in. 

Sir Osborne Smith : I do not say it is a non-paying business. But it requires 
very efficient management. At one time — say, 20 years ago — it was a soft 
thing : you could not fail to make money. I think you will agree that no great 
fortune can be made at the present moment. 

Mr. Buclcley : In the days gone by exchange banks cannot deny that largO’ 
profits were made. That was before and during the war, but the increased 
competition since has brought down the profits to such an extent that there is 
not the profit on the exchange business there used to be. It is a very 
difficult business, there are plenty of risks in it. Funds are locked up in 
exchange but money is only made in interest. 

Sir Purshotamdas Thalcurdas : If a bank is working on reasonable lines, it 
need not lose. 

Mr. Buclcley : I maintain that the present time is not the time to start a 
new institution. I can assure you ' we are having the thinnest of thin 
times, but when things get more normal, I see no reason why an Indian 
Exchange Bank promoted by private enterprise, Indian merchant 
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putting up the capital, should not succeed if the national sentiment is strong- 
enough to support it whole heartedly. As for the idea that foreign hanks 
are very strong and would crush such a new institution, I submit to. 
you that had they wished to keep out other exchange banks they 
could have done so. Dutch banks, Japanese banks, the Eastern Bank, 
the P. and 0., they all have come into the market, and make a living. 
If the Indian import and export merchants decide to support the new 
Indian Exchange Bank, it should make sufficient profit to succeed. 

Sir Purshotamdas Thakurdas : You mentioned a few institutions. You 
know that the Japanese Bank was opened here on the strength of the protection 
given to exchange banks in Japan. They did not do much of non-Japanese 
business. 

Mr. Buckley : I can tell you the reason why the Yokohama Specie Bank 
thrives. Most of then* trade is done in such a way that all bills must be 
negotiated through the Yokohama Bank. This is not the case with British 
banks. In the case of my own bank a large percentage of bills drawn on 
London go through other banks because there is no stipulation in the credit 
that bills must go through my bank. 

Sir Pursholamdas Thakurdas : You could not compete with the Japanese- 
because they have got their needs secured at the other end. There is no ques- 
tion of your killing even if you wanted to. The Dutch Bank has come on 
because of increase of business. 

Mr. Buckley : They do a specialised business in the trade between their 
countries and India. They do not do much general business. 

Sir Pursholamdas Thakurdas : The Eastern Bank is a British Bank. How 
could you compete with it and kill it ? 

Mr. Buckley : I am sorry I cannot explain. We own the P. and 0. Bank, 
yet they compete with us. 

Sir Purshotamdas Thakurdas : I would take it for granted that it does not 
make the task of the Indian any the lighter or any the pleasanter. What I 
say is — do you with your experience think that an Indian Exchange Bank 
started by private enterprise and working in an ordinary manner can estab- 
lish itself ? 

Mr. Buckley : I do provided you have efficient management and do no^ 
look for large dividends at the beginning and build up reserves. But it is 
absolutely necessary that it should get the support of the Indian mer- 
cantile community. 

Sir Purshotamdas Thakurdas : Was that support available to the Tata- 
Industrial Bank or not ? 

Mr. Buckley . — I cannot discuss it. My brother was the General Manager 
of that Brnk. 

Sir Purshotamdas Thakurdas : It was a bank which had everything you 
named except one thing, namely, it did not get the facility which it should' 
have got from the other exchange banks and from the Secretary of State. 

Chairman : The Secretary of State should be removed under the condition, 
we are envisaging. 

Mr. Buckley : In what way did the Tata Bank not get support froim 
other exchange banks ? 

Sir Purshotamdas Thakurdas : In many ways. , ■ 
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Mr. Buckley : Nothing was done by the exchange banks. 

Sir Purshotamdas Thakurdas : I am talking of the Seretary of State’s remit- 
-±ances from there. 

Mr. Buckley . That was a special case. I understand that the Secretary 
of State wrote a very nice letter explaining the position and said that they 
Vould be put on the list at tho first availablo opportunity. 

Sir Purshotamdas Thakurdas : It was some 2 or 3 years ago. My point is 
this. It is a case where there were all the qualifications you named. 

Mr. Buckley : I submit, when it started, it did not get the support of the 
Indian mercantile community. 

Sir Purshotamdas Thakurdas : What percentage of exchange business did 
they do in Calcutta in the first and second year ? They made one lakh of 
rupees ? After paying for the expenses that was the profit on the exchange 
business they did in Calcutta. We had all the support which we could 
expect from the Indian mercantile community. 

Mr. Buckley : No, bocause at that time Indian firms were still doing thei r 
business with exchange banks. 

Chairman : I am concerned about the relations between the Reserve Ban^ 
.and the Exchange Bank. It would be useful to know if the Reserve Bam c 
would be able to meet the situation in future if we accept the particular provi* 
sion in the Reserve Bank Bill with a slight modification. 

Sir Osborne Smith : I cannot see any necessity for an Indian Exchange 
Bank if the Reserve Bank is going to be an Indian institution. The Reserve 
Bank is perhaps going to be under Indian control ; then why have another one ? 

Chairman : Apart from that objection, have you anything else to say on 
this particular point ? If there is a certain bank which acts as a subsidiary 
to the Reserve Bank and does Government remittances for the Reserve Bank, 
how would it affect the profits of- the Reserve Bank ? 

Sir Osborne Smith : It would merely be a department of the Reserve Bank? 

Mr. Khaitan : The Chairman has just drawn your attention to a certain 
clause in the Reserve Bank Bill with which you are very familiar and which 
I shall read to you : 

“ Tho purchase from and sale to scheduled banks and persons approved 
by the Board, in amounts of not less than the equivalent of one 
lakh of rupees, of the currencies of such gold standard countries 
as may be specified in this behalf by tho Governor General in 
Council by notification in the Gazette of India, and of bills of 
exchange (including treasury bills) drawn in or on any place in 
any such country, and maturing within ninety ’days from tho 
date of such purchase, inclusive of days of grace ; and the keep- 
ing of balances with banks in such countries.” 

The Chairman is apparently under the impression that under this clause the 
Reserve Bank would be able to enter into the day-to-day operations of exchange 
with the public and any membor of the bank who doss export or import 
business. 

Sir Osborne Smith : I think that class of business should be avoided. 

Chairman : I mention that business because you said that the Reserve 
Bank could do that business. There is only one clause under which they can 
‘do that business and I wanted to know what you were referring to. 
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' Mr. Khaitan : You do not think that this enables the Reserve Bank to* 
enter into the day-to-day operations of exchange. If the customer has, in 
respect of all kinds of bills, to come to the Reserve Bank, do you think it would 1 
be admissible for the Reserve Bank to do it ? 

Sir Osborne Smith : I think not ; otherwise, exchange banks would go out- 
of their business altogether. The Reserve Bank should have the power but 
it should be sparingly used. 

Mr. Buckley : That is an emergency clause. 

Mr. Khaitan : This provision is to enable the Reserve Bark to have control' 
over exchange operations when they deem fit. 

Sir Osborne Smith : Yes. 

Mr. Khaitan : Secondly, I would draw your attention to the fact that 
there is a minimum limit of one lakh of rupees. Now the bills in the jute 
trade are in respoct of 250 bales, and 250 bales at the present rate means 
Rs. 7,500. Under this clause there must be at least 13 bills with one merchant 
on one day before he can go to the Reserve Bank and sell the bills. 

Sir Osborne Smith : These should go to the exchange bank. 

Mr. Khaitan : Again the clause says that the bills will be in the currency 
of such gold standard countries as may be specified in this behalf by the Gov- 
ernor General in Council. The Governor General may specify only England 
under this clause. I do not mean to say that he will do so, but he has the 
liberty to do it. 

Sir Osborne Smith : That means countries with stable currencies. 

Mr. Khaitan : What do you think of Australia at the present moment 1 

Sir Osborne Smith : Not much. 

Mr. Khaitan : Therefore, in respect of trade done with Australia, this 
provision will not enable merchants to go to the Reserve Bank for their exchange 
operations. 

Sir Osborne Smith : I think I mentioned gold exchange countries. 

Mr. Khaitan : You will remember that the exchange of Japan was not 
stable. 

Sir Osborne Smith : I was under the impression that such countries come- 
under official management. 

Mr. Khaitan : I want again to draw your attention to the words “ and 
maturing -within ninety days from the date of such purchase ”. Supposing 
I draw a ninety days’ bill to-day, it will not mature until 108 days are over.. 
Eighteen days are taken in transit, then it has to be presented and accepted. 

Sir Osborne Smith : It is still classed as a ninety days’ bill. 

Chairman : Therefore, we come back to the proposition with which we 
started. You said that in future the Reserve Bank itself would be able to' 
solve the position and that there was no need to duplicate the banks. You 
now admit that proposition is not wholly correct ? 

Sir Osborne Smith : There are other banks that could do the business. 

Chairman : There may be other banks, but the difficulties in the way of 
other banks continuing to do the business for all time to come has already been> 
put before you by the Vice-Chairman, 
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Sir Osborne Smith : What I meant was that the Reserve Bank should do 
.all Government exchange business, not all the exchange business in the country. 

Chairman : In fact I began by asking you what the objections were to the 
Reserve Bank doing all Government business through a subsidiary bank, 
namely the contemplated new Exchange Bank. I shallnot call it a State 
'Exchange Bank, because apparently you are very strong on the proposition 
that it must not have any capital from the State. So we shall call it an Indian 
Exchange Bank. 

Sir Osborne Smith : It would merely be a department of the Reserve Bank. 
Is not that your idea ? •• 

Chairman : Those ideas of ours are not developed. Some have said that 
the Reserve Bank will soil weekly Government remittances only to this bank 
-and then this bank will thereafter operate in the same way as an ordinary 
exchange bank. There may be objections to it, I do not know. The other 
thing may bo that in respect of Government remittances this bank would be 
in closer touch with tho Reserve Bank. If this bank does not come into 
existence, then the Reserve Bank would settle Government remittances 
through the existing exchange banks. Would not that bo the case ? 

Sir Osborne Smith : Yes. 

Chairman : It would go on buying exchange from day-to-day and thereby 
it would extend its portfolio, from which it would be able to meet Government 
•remittances. Suppose instead of doing that, that part of the work was done 
by a subsidiary, i.e., tho new Exchange bank. The work would bo done really 
in a portion of the new Indian Exchange Bank which would bo a department of 
the Reserve Bank. Would you seo any objection to that being done ? There 
may be objections to the Rcsorve Bank absolutely selling all Government remit- 
tances to one particular institution and so to say, giving it a monopoly. The 
foreign experts have drawn attention to cortain difficulties, I do not want to 
keep back anything from you. It may happen that if this monopoly were 
given and the operations went on independent of the Reserve Bank, then the 
freedom of the Reserve Bank will disappear. The Reservo Bank when it 
operates in regard to Government remittances, as I understand the position, 
need not disclose its operations. That was brought out in Governor Norman’s 
evidence before the Hilton-Young Commission. It •'may go. on doing that 
and increasing its portfolio of foreign exchange bills and out of that it may 
meet the requirements of Govornment. If instead of doing that it were to sell 
>all Government remittances to tho new Exchange Bank from week to week, 
it is possible that there might be some inconvenience. I do not know if you 
apprehend any such inconvenience. 

Sir Osborne Smith : I do not think so. 

Chairman : So far as I am concerned, this clears up the position, i.e., 
you see no insuperable difficulty in the Reserve Bank operating in this manner, 
in regard to Government remittances, viz., its selling every week something 
to the new Exchange Bank and to tho new Exchange Bank alone. Thereafter 
the new Exchange bank passos it on to the market. You do not think that it 
is likely in any way to hamper tho proper operations- of the Reserve Bank in 
regard to one of its cardinal functions, namely the maintenance of exchange and 
the meeting of Government remittances. 

Sir Osborne Smith : I see no objection other than expense to its operating 
closely with the Reserve Bank. I should say that the Reserve Bank will 
have to control its operation. 
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Chairman : Then we come to the other thing, i.e., instead of selling weekly 
a certain sum of money to this new bank, the new bank or the department 
will be an agency of the Reserve Bank in this respect, and the Reserve Bank 
will purchase all its exchange through that bank. At least that is how it 
struck me. The two things are slightly different. In the one case, the Reserve 
Bank every week sells, say 3 millions on behalf of Government, the new bank 
takes over those three millions and disposes of the three millions in the market. 
That is the monopoly of the new bank. We have been told that this may 
interfere with the proper operations of the Reserve Bank which must not be 
disclosed from week to week. The Reserve Bank should go on buying exchange 
for Government from week to week or month to month without disclosing 
that position to the outside market. If it were to make a regular arrangement 
of selling the three million to the new bank, the difficulty mentioned about 
disclosure would arise. But it might be met by arranging, as you yourself 
said, that in regard to Government remittances, this new bank would operate 
as a department of the Reserve Bank. To that extent its operations would be 
actually controlled by the Reserve Bank. The Reserve Bank when it is pur- 
chasing exchange would simply say : “ This week you go and buy so much, 
and we will be responsible for the purchase Do you see any objection to the 
contemplated arrangement ? 

Sir Osborne Smith : I cannot see any objection, but I cannot see any 
advantage except that the subsidiary bank can do some business for the 
Reserve Bank which it could just as readily do itself. 

Chairman : That is the intention. If it does some subsidiary business, some 
of my colleagues think that it would be to the best interests of the country. 
I am simply trying to clarify in my own mind what would be the best arrange- 
ment for the sound working of the Reserve Bank. As it is, according to the 
first arrangement there may bo duplication, i.e., the Reserve Bank every week 
sells exchange to this particular bank, the latter takes it over and passes it on 
to the market. (I am referring to Government remittances). On the other 
hand, if that bank were not in existence, there would be a separate depart- 
ment to do that particular class of work. Suppose we arrange this particular 
department to be under the new bank ; even the duplication part will disappear 
and my question is whether according to either of the arrangements there 
would be an interference -with the operations of the Reserve Bark. We admit 
that it should be one of the cardinal functions of the Reserve Bank to maintain 
Exchange and meet Government remittances. I am not wedded to any idea ; 
with your kind assistance, I am trying to understand the position and one of 
the arguments used by the foreign experts was : “ If the Reserve Bank week 
after week bought exchange then its operations would come to be well known 
and if it made the practice of buying something overy week through a 
particular bank, it may not be able to operate in the market with that secrecy 
which may be essential for the purposes of the Reserve Bank.” Cannot that 
part of the objection be met by the particular department of this new bank 
which deals with Government remittances working as a branch of the Reserve 
Bank or a department of the Reserve Bank ? 

Sir Osborne Smith : At the same time I cannot see why the Reserve Bank 
should not do it itself. 
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Report of discussions with Representatives of the Kailw?*? Board. 

# 

Monday, the 30th March 1931. 

Chairman: Mr. Hannay. in the various Provincial Banking Enquiry 
■Committees’ Reports proposals have been made that railways should main* 
•tain warehouses, and proposals have also been made that railway receipts 
should be made negotiable documents to enable banks to make advances'. 
I should like to ask you a few questions in regard to these matters. In 
the case of independent warehouses organised by private enterprise we 
have decided that there should be a licensing authority in each province 
consisting of a Committee of one Government officer and representatives 
of local business interests (including agriculture especially for up-country 
areas). If Railways agree to help in the matter of godowns and ware- 
houses, the relations between the Committee and the Railway administra- 
tions will have to be considered. Is it possible for the Railways to do 
anything in the matter? 

Mr. Hannay ; I should say it is a very difficult problem. We will have 
to improve the existing accommodation and increase the staff and so on 
to protect the goods from theft, etc. 

Chairman ; Why should it be a difficult business. 

Mr. Hannay: Because, ordinarily our accommodation at most of the 
stations is inadequate now. There are certain places where there as a 
certain amount of spare room, such as in places like Howrah and Lucknow, 
but generally the provision of extra suitable accommodation will entail 
the acquisition of more land or the building of upper stories to existing 
godowns and goods-sheds with the provision of electric hoists, etc. 

Chairman : Your point is that it would entail a certain sum of money 
by way of additional expenditure on the acquisition of more land, construc- 
tions of buildings, etc. 

Mr. Hannay ; Yes, to a considerable extent. 

Chairman: That is the only difficulty? 

Mr. Hannay ; It is a little difficult for me to say. We shall have to 
examine the question in greater detail. I take it that we would have to 
issue warehouse receipts of portions of larger consignments received by 
us. which would be possibly split up. This would mean increase in the 
staff, required for keeping the books and so on. Probably the buyers and 
sellers will also require samples to be taken out for purposes of transacting 
sales. I might say that this is now done at Calcutta to a limited extent. 

Chairman. Have you got a warehouse in Calcutta now? 

Mr. Hannay; We have only got our goods-sheds in Howrah and within 
the period of 48 hours, that the goods may be there, the merchants come 
in and take samples of the consignments which are sold before we make 
delivery of the goods. Sometimes the railway receipts change hands 3 
or 4 times even it is only for a short period of 48 hours at the most that 
the goods are kept in the goods-shed after arrival at the destination. I 
have heard that in the Calcutta Port Commissioner’s tea warehouse when 
tea arrives, samples are taken and tea auctioned and then despatched to 
the buyers. ( 
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- Chairman: Part of our scheme is that there should be trained and cer- 
tified graders at all these warehouses. Would that not cover your difficulty? 
Once this grading is made it will be known what sort of stuff the consign- 
ment contains and so on. 

\ 

Mr. Hannay ; I expect -there will still be difficulties in the way. 

Chairman : Further you will have to arrange for the insurance. 

Mr. Hannay ; That is a point which we thought of too, but who will 
take the risk? Do you mean to say that our charges should cover that 
risk as well? 

Chairman: I think that is the intention. 

Mr. Hannay; Will not the Provincial Governments pay that? 

Sir Purshotamdas Thakurdas : The man who uses the warehouse will 
have to pay for it ultimately. 

Mr. Hannay: Then there is the point whether the [Railways will be 
entitled to do it under the Railway Act. That will need examination. 

, Chairman - Do vou mean to say that the Railway Act will stand in 
the way? 

Mr. Hannay: We have not considered the point. 

Chau man; That difficulty is not after all insuperable. The Act could 
be amended if necessary if it is found to be in the larger interests of the 
country. 

Mr. Hannay: That is so. 

Chairman : The other point is that Railways will have to store goods 
which are not booked from one station to another. At the present mo- 
ment you receive goods in the shed only when they are to be sent from 
one station to another. 

Mr. Hannay: Yes, we at present only receive goods for despatch from 
one station to another station. 

Chairman; Then again there is the question of the risk from wastage 
while in the godowns. 

Mr. Hannay ; That is so. 

Chairman: And your charges cover that also? 

Mr. Hannay; At present such consignments are covered by the terms 
in the risk note. We do not accept risk on all consignments. I do not 
know whether you want us to bear wastage risks as well? 

Chairman: I should think so. Otherwise I do not see How you can 
work out the scheme. 

Mr. Hannay; Not unless risk notes are issued to cover such wastage. 

Mr, Khaitan: As the Chairman has told you this point has been brought 
to our notice by several of the Provincial Banking Enquiry Committees 
and it is thought that the development of warehousing business would be 
'convenient not only for the purpose of carrying on internal trade more 
efficiently and economically but also to afford better banking facilities 
by making the warehouse receipts so granted negotiable instruments . to 
enable banks to advance moneys on them. To begin with the scheme 
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could be tided at certain specified places and if the same is found success 
ful tbe scheme could be extended to other places as well. The whole 
-idea is that instead of waiting for a maximum period of 48 hours goods 
and merchandise could be kept there indefinitely under the control of the 
Railway administration or otherwise for which- a receipt is issued by the 
warehouse which is made a negotiable instrument. Do you think there 
is anything intrinsically wrong or undesirable in that procedure? 

Mr. Hannay; It is difficult to say without having had time to examine 
the question thoroughly. Railways would naturally be very willing to 
do everything possible to encourage trade and industry but it is impos- 
sible for me to say as yet whether and to what extent we could do it. 

Mr. Khaitan: Those would be matters for discussion after which rules 
could be framed regarding the working of these warehouses. 

. ' Mr. Hannay: So far as the question of transferring goods from the 
existing goods-sheds into the proposed warehouses is concerned, I do not 
anticipate any difficulty. 

Mr. Khaitan : There will not be any difficulty. Warehouses could be 
arranged to be constructed along the railway line itself so that goods could 
be unloaded and the work of your present goods-shed could thereby be 
considerably reduced. 

Mr. Hannay: There may be local difficulties as well, want of proper 
accommodation and so on. 

Mr. Khaitan • We are now only discussing the question of principle and 
all that we suggest is that experiments should be tried at selected centres. 
Therefore the whole point is whether there is anything intrinsically wrong 
or undesirable in this Committee making a recommendation in their De- 
port asking for co-operation of the Railway administration for the purpose 
of extending facilities as regards warehousing. 1 believe the railway ad- . 
ministration in America do it to the great advantage of the country at 
large and after studying the conditions prevailing in America and this 
country some rules could be framed so as to meet the requirements of 
the Railway administration and the public in the matter of providing ware- 
housing accommodation and other consequential facilities for trade , and 
Industry in this country. 

Mr. Hannay: I quite agree that the railways should co-operate m this 
matter and I am sure they will. do their best, but 1 would not like to 
commit the railway administrations in any wav._ Over and above this, 
there is the question of finance and we do not know when we will get 
the money. 

Mr. Khaitan: We need not' worry ourselves about the question of 
finance at present. Here we .talk only of the principle for the present and 
for trial of the scheme at certain places. 

Mr. Hannay: The Bihar- and Orissa Banking Committee in their report 
have said that this scheme is very easy and the railways should be able 
to do it without much difficulty. We do not understand the position to 
be as easy as this. 

Mr. Khaitan: That Committee have not viewed the subject from the 
point of view of finance. The whole point Is that the scheme is not im- 
practicable to work np. Of course, I do not denv that the railway aa- 
mimstrat'on should spend monev in maintaining their warehouses on up- 
to-date lines, after having constructed them. Later the question •- might 
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also arise whether these warehouses should be run by the railways them- 
selves or leased out to private contractors and so on. These are matters of 
detail. Therefore, excepting the question of finance you do not see any in- 
superable difficulty in this scheme. Is that not so? 

Mr. Hnnnay .* It would be a very big organisation and it would not be a 
cheap organisation. As I understand it now. the idea seems to be that 
the warehouses would be absolutely a separate organisation from the rail- 
way administrations, which would mean the maintenance of a separate 
staff for the admimstration of each warehouse. This will be all the more 
•so in big centres where there is a good deal of export and import business. 

Mr. Khaitan: Most of the business will pertain to the internal trade of 
the country. Take the case of wheat for instance. Wheat that comes 
into Calcutta from inland centres are mostly those which are sold to the 
flour mills in the City. 

Mr. Han nay- But there would also be goods (imports and exports') for 
export across the sea. 

Mr. Khaitan • You know there is the Port Trust Warehouse in Calcutta 
near the docks which deals with such imports and exports as pass through 
the sea. So that the Railway administration will not have much to do 
•with goods which are exported out of India. 

Mr. Iiannay ; I agree that in Port towns like Calcutta, Bombay and 
’Karachi it will be so, but there are interior centres also to be reckoned 
with. 

Mr. Khaitan : I am now thinking of the demands put forward by the 
Indian Produce Association of Calcutta who fought with the East Indian 
Railway authorities for several years in the matter of getting warehousing 
facilities until they gave it up. 

Mr. Hannay • If I may be excused for saying so, what they really want- 
ed was a place for a market. 

Mr. Khaitan : That is just the intention of the warehousing scheme, 
where goods could be stored, where deliveries could be effected and the 
receipts granted by the warehouse Manager treated as a negotiable instru- 
ment. S’o then the idea is not entirely different. I have only mentioned 
this in order to show how great is the need felt by the merchants for 
facilities of this nature. Even now the Indian Produce Association ap- 
proached me in regard to this matter asking me to move the railway 
authorities once again, but I told them that the matter was being looked 
into by the Central Banking Committee. The need is .very greatly felt 
and we want the railway administrations to help in regard to this matter. 

Mr. Hannay; Yes, we agree with you that the Railways should do all 
in their power to help the trade of the country in all possible ways. 
One other point is that we as a Railway Board can only give administra- 
tive orders to State-managed railways. The Company-managed railways 
hnve their own charters and they are very jealous of any interference with 
them. 

Sir PuTshotamdas Thalnirdas : That difficulty of the Railway Board is 
realised nnd carmnf, he overlooked. I presume you have seen our, Secre- 
tary’s letter to Mr. Parsons dated the 24th March in which is quoted the 
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relevant portion of the report from the Bihar and Orissa Committee’s re- 
port. I should like to read to you the following: — 

“It is clear that warehousing facilities are not required in the vil- 
lages at the first stage of marketing exports and the last 
stage of marketing imports. The quantities involved are too 
small. They are, however^ required at all the other stages. 
We think in the first marketing stage of import and the last 
stage of export the railway is the cheapest and most suitable 
agency for warehousing. In the nature of things it- has to 
store all kinds of goods in transit for some time. It has had 
long experience of this business, and it would not find it 
difficult to expand it by extending existing godowns where 
necessary. It would inspire the necessary confidence in 
banks, and its large scale operations and security would 
enable it to levy the lowest possible charges and dispense 
with the heavy expense of insurance.” 

Do you agree with the above? 

Mr. Hannay ; Not entirely. 

Sir Purshotamclas Thahurdas ; Which is the portion you do not agree 
with ? i 

Mr. Hannay : In the first place I do not agree that if would be a small 
matter to extend the warehousing business. 

Sir Purshotamdas Thahurdas : The Bailway Board is meant to handle 
big matters. We would not pass on to you anything but the biggest 
of things. 

Mr. Hannay: That may he, but you are proposing to pass on some- 
thing which is quite outside our sphere. 

Sir Purshotamdas Thahurdas ; Is it? I am told that is what is done by 
every railway in every other country. 

Mr. Hannay: But I am talking of ourselves. 

Sir L urshotamdas Thahurdas • You have to become up-to-date in this 
matter sooner or later. The two points on which we want your opinion, 
are whether you can do it cheapest, and whether you would not find it 
difficult to expand it by extending existing godowns where necessary. 

Mr. Hannay ; It could be done very likely, but as I have said it is going 
to be a costly matter; in certain cases even the acquisition of land might 
be prohibitive. 

Sir Purshotamdas Thahurdas : All that paraphernalia will have to be 
provided. Do you agree with the sentence: “We think in the first mar- 
keting stage of import and the last stage of export the railway is the 
cheapest and most suitable agency for warphousing?” Please do not 
think of Calcutta, Bombav, Madras and Karachi ports where there are 
the Port Trust and other godowns. Think of the other inland centres 
where the agriculturists’ produce has to be provided with 
some storage accommodation ' and where the imports into the country 
' have to be provided with some sort of storage. I want your opinion 
whether you agree with the Bihar and Orissa Committee that the rail- 
way wouid be the cheapest and most, suitable agency for. warehousing at 
these stations. If you do not, I shall feel obliged if you can say why 
you do not. 

.Mr. .Hannay : We could possibly do it cheaper than any other agency. 
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Sir Purshotamdas Thakurdas ; That makes you the cheapest. 

Mr. Mann Subedar; You claim in the present state of affairs that you 
can do it cheaper than any other agency? 

Mr. Iiannay : It is very difficult to make a statement straightaway. 

Mr. Mann Subedar; Generally speaking? 

Mr. Hannay: I think probably we should be able to do it cheaper, but 
I cannot definitely say. It needs investigation. 

Sir Purshotamdas Thakurdas : Would not the railway be the most suit- 
able agency for warehousing at these stations? 

Mr. D’ Souza : We cannot say without investigation. 

Sir Purshotamdas Thakurdas: You have had experience of a number 
of years. 

Mr. D’ Souza; When they speak of the cheapest agency, nafcurallv they 
are assuming that there are other agencies and comparing the cost of 
working those agencies with the railway they say the railway would be 
the cheapest. 

Sir Purshotamdas Thakurdas ; Are you aware of any' other agencv? 

Mr. D’ Souza; I have often heard of co-operative societies. 

Sir Purshotamdas Thakurdas; Mr. Ttamdas Pantulu will tell you that 
co-operative societies have very little storage facilities at the present 
moment. 

Mr. D’ Souza- Railways only provide for storage accommodation for 
24 hours, or at the most for 48 hours 

Sir Purshotamdas Thakurdas; Therefore it is an extension of your 
existing facilities. 

Mr. D’Souza: Our experience is only confined to 48 hours’ storage at 
the most. 

Sir, Purshotamdas Thakurdas; But storage experience whether it is 1 
confined to 48 hours or 48 weeks, is the same. 

Mr. D’Souza; There is a tremendous difference. We have not now to 
take all the precautions which we vrould have to take if the period of 
storage were to -be extended to an indefinite period which would be the 
case in respect of warehouses. Our ordinary storage accommodation at 
stations are more or less open sheds. 

Sir Purshotamdas Thakiirdas : It is a matter of covered sheds. 

Mr. D’Souza; Covered and locked. 

Sir Purshotamdas Thakurdas: Your existing sheds are locked? 

Mr. D’Souza; Only' to a very, small extent, and then too they are utilised 
for keeping valuable goods, e.g., piece-goods, provisions in cases, etc. 

Sir Purshotamdas Thakurdas; Does it make any difference in the ex- 
perience ? 

Mr. D' Souza: It does when your experience is confined to small matters 
and you are suddenly asked to launch on something on an extensive scale, 
the full implications of which are not yet understood. 

Sir Purshotamdas Thakurdas : You will only be expected to store the 
requirements of the particular station. If you take any station all the 
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imports to. and exports from, that station is the maximum which you can- 
get to store. Therefore you are not being asked to do something outside 
she proportion which the railway has to handle now. The only difference- 
is whereas you* have stored for 4S horns without penalty, now vou may 
have them for 4 weeks. I do not see why you magnify the problem into 
such an elaborate problem. 

Mr. D' Souza; I shall explain to you where we anticipate difficulties. 
Taking first the inward consignment when a consignment i s received at* 
station, it is entered up iu our books and there it stands as a consign- 
ment waiting at the station for delivery, formally it is delivered the 
same day or at the latest on the following day. That is our actual practice, 
and till it is delivered and freight is paid, we feel we are responsible for 
it. 'With a warehousing arrangement, the delivery must still take place;.* 
the man must release his consignment b 3 r the payment of freight. 

Sir Purshoiamaas Thakurdas : You mean as far as your Transport De- 
partment is concerned? 

Mr. D’Souza; Quite so. immediately that transaction is over, a new 
transaction starts and it is that new transaction of which we have no ex- 
perience. Therefore, we cannot say at this stage that the railway would 
be the cheapest agency. 

Sir Pnrshotamdas Thakurdas- Technically you are correct, but practi- 
cally would it form all that difference which you mention? 

Mr. D’Souza; I should not Inure mentioned this, had it not been for 
the practical difficulties. 1 

Sir Pnrshotamdas Thakurdas; I want to understand your experience. 

Mr. D’Souza: I feel the difficulties would be there. Whereas iu the- 
one case it would be a simple transaction of delivery on the same day or 
at the latest on the following day, it is an entirely different story when 
we come to deal with consignments that are stored elsewhere. It would 
have to be a separate department of the railway if it is to be done on a 
scale commensurate with the advantages one looks forward to. 

Mr. Khaitan : h'rom that point of view the problem would become 
simpler. At the present moment goods may be left on your hands after 
the due date and you have got to have a watch and ward staff to look- 
after them, but after the establishment of the warehouse, you will keep- 
them locked up. 

Mr. D’Souza: Those cases you anticipate of consignments being held 
up are infinitesimally so small in comparison with the total number re- 
ceived at the station that we never think of them. You might say that 
in a whole month we may have six consig n ments to look after. 

Mr. Khaitan ; But it becomes difficult for us to understand how the 
establishment of a warehouse would make that portion of your work more 
difficult; if at all, it would make it easier. 

Mr. D' Souza: I was for the moment considering only the two points 
which Sir Pnrshotamdas definitely asked us to consider, firstly that the 
railwav will be the cheapest agency for warehousing. Unless we have 
something else to compare, we cannot say how we will be the cheapes . 

.Ur. Khaitan ; May I explain to yon why the railway becomes the cheap-^ 
est? At the present moment there are two operations: one is the carriage 
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of goods from the railway to the consignee’s godown and from the con- 
signee’s godown to the buyer’s godown. In the other case, it will only 
be one operation, i.e., from the railway warehouse direct to the buyer’s-, 
godown, or the buyer himself may have some arrangement with the rail- 
way, so that it is kept in that very warehouse - on account of another 
buyer. So the number of movements of the goods would be saved and 
there will be a consequent saving on account of the expenses connected 
with the movements. 

Mr. I)’ Souza: That presupposes that the cartage from the railway 
goods-shed to the railway warehouse is going to be very small. We can- 
not start off with that assumption, knowing our accommodation at the 
stations. Under the present arrangement the goods are taken direct from 
the goods-shed * to the merchant’s cart as far as the railway is con- 
cerned, and as far as the trader is concerned it goes from the cart to the 
godown. , 

Mr. Khaitan • I do not think I made myself clear. At present the mer- 
chant carries it from the railway to his warehouse which is not licensed, 
and any person who buys the goods has got to take delivery of the goods 
into his own godown. If anqther merchant buys, the same goods have 
to be transported again. If the railway warehouse becomes a licensed 
warehouse, all the cartage expenses are saved. Suppose I buy from Sir 
Purshotamdas 20 tons of wheat, all that he does is to endorse to me the 
railway receipt. I sell that to Mr. Masani, the goods are not moved at 
all, they remain all the time in the warehouse and all the cartage charges, 
are saved. 

Mr. D‘ Souza: That is the general princ ; ple which Mr. Hannav accept- 
ed. How does it become cheaper? 

Mr. Hannaij; It is undoubtedly cheaper to the merchant, but. that is 
not the point. So far as warehousing is concerned, we could probably do 
it cheaper than any other agency. 

Mr. Kliaitan : What is cheaper to the merchant is ready cheaper as in- 
dicated here. 

Mr. D' Souza; I do not look at it from that point of view. The point 
is, who could provide the accommodation cheaper. 

Sir Purshotamdas Thahurdas ; Here the cheapness refers to the ex- 
penses of cost to the merchant. If I want to get a certain quantity stored 
and if you charge me Us. 20 whereas I have to pay Es. '25 or 30 any- 
where else you are the cheapest. 

Mr. D’ Souza; If is a very different proposition. 

Sir Purshotamdas Thahurdas : That is how we understand in the com- 
mercial world. In the Bailway Board you may understand it in some 
other way. Please look at the last paragraph of the letter to Mr. Parsons: 

“It has been brought to the. notice of the Committee that the Barid- 
kot State have built some warehouses alongside the railway 
near ■ Berozepore and that these are working satisfactorily. 
If your Department can obtain any information in regard to 
the working of ’ these warehouses, the Committee will be 
grateful.” 

Can you enlighten us regarding this? 
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Mr. Hannaij; With your permission I shall read to you a D. 0. letter 
from the Divisional Commercigi Officer at Lahore _ which gives the infor- 
mation: — ' ] ) 

“Deference your conversation on ’phone to-day. I have enquired 
from Lachman Das, Station Master, Faridkote, who has 
been there as Station Master for the last five years and he 
informs me that during these five years the grain elevator 
at the station and the granaries have never been worked 
even for a day. He also tells me that, as far as he knows, 
the elevator and the granaries have not been made use of 
even for a day ever since they were constructed. I asked 
him what was the source of his information and he tells me 
that he has several times asked the State authorities and 
they have given him this information.” 

Sir Purshotamdas Thakurdas ; You have demurrage charges in vogue 
at present which are something in the nature of a penalty. 

Mr. Hannaij; If I may explain, demurrage refers to wagons and it is a 
heavier charge, because naturally wagons are valuable to us and we want 
to keep them moving. We clrai'ge wharfage on goods on wharves, and 
in godowns. That is at a less rate; the whole object is to get the goods > 
cleared quickly. 

Sir Purshotamdas Thakurdas- Therefore, it is in the shape of some 
penalty. 

Mr. D' Souza; Yes. 

Sir Purshotamdas Thakurdas: Do you think that your godown charges 
can be lower than the wharfage charges, generally speaking? 

Mr. I)' Souza ; Broadly speaking, t-.hc wharfage charges to-day are three 
pies per maund per day. Comparing it with storage charges in private 
godowns, they do not seem to be very much higher. 

Mr. Manu Subcdar; But it is an increasing scale? 

Mr. D’ Souza: No, it is a fiat charge generally. 

Sir Purshotamdas Thakurdas; I am not aware of circumstances all 
over India, but three pies per maund per day seems to me to be very high 
for at least certain stations. Do you think you could work out a sort of 
pro forma charge for an average way-side station having an average income- 
ing and outgoing cargo, and let us know approximately what your charge 
would have to be? 

Mr. D’ Souza: That we could tell if we have a- fairly approximate idea 
of what the Committee have in mind as regards the extent to which at 
an average station goods ai'e likely to be in the warehouse. 

Sir Purshotamdas Thakurdas ; I do not know what the Committee 
would have in view, but I ean tell you my idea. If at any station, say> 
you have 5,000 tons going out and 3.000 tons coming in in a year and if 
you base the calculation at that station for the godown to contain 1.00° 
tons at the maximum, it would be liberal accommodation. I am giving 
you very rough ideas, but you can take one-tenth of the total. . 

Mr. Khaitan: It should be made clear that in calculating the charge 
you take the proper rate of interest on the capital. You should not try 
to make a large amount of profit out of it. 
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Mr. D’ Souza; Vjq would certainly give the details of how we arrived 
-at our figures. 

Sir Purshotarndas Thakurdas ; I would suggest that you leave out 
insurance. Otherwise it would be difficult to know how much you include. 
What generally happens is that the merchant who understands business 
will generally provide you with a cover out of his own policy. 

Mr. Khaitan: It would be very much cheaper if the railway takes out 
a floating policy on the full godown rather than separate merchants taking 
out separate policies. The railway can always apportion the cost among 
the different people who want accommodation. 

Sir Purshctamdas Thakurdas ■ T do not want to mention this at fhis 
stage, because N Mr. Harrnay may take more time in finding out if it cost 
the merchant 1 /82nd. For the purpose of this Committee, you can leave 
insurance out and sav that the insurance charges are to be incurred by 
the man who stores his goods. 

Mr. D’ Souza: Can the Committee give us some indication of what 
stations they have in m : nd? 

Sir Purshotarndas Thakurdas • I suggest that vou would personal'v be 
able to select the stations better. Say one station where there is traffic 
in cotton, one where there is traffic in jute and one where there is grain 
traffic. 

Chairman ; Say, one in Berar, one in Gujarat and one in Lyallpur. 

Mr. Hannaij; Tt -is of course understood that in most cases the traffic 
is seasonal and we would have to provide for accommodation which should 
be lying empty for many months in the year'. 

Sir Purshotarndas Thakurdas ; It would look so, but I am sure that 
once you provide accommodation, people in Berar, instead of holding to 
their accommodation in Bombay at the Sewri depot where the charges 
are not on the low side, would prefer to retain their accommodation at 
their own stations. Within three years you will find that your godowns 
are the most active part of your business. You can base your calculation 
on the assumption that the srodowns would be full for six months in the 
year: I have no doubt personally that the men who handled the goods 
would prefer to use vour warehouses, because your charges will in any 
case not he hicrher than the charve at Bombav> Karachi, etc. Perhaps 
after you have examined the question we can go into the matter in detail. 

Mr. Manu Subedar ; You have never thought of storage business as part 
of your business. It comes in incidentally as part of your business as 
carriers ? 

Mr. D' Souza; For a very limited period. 

Mr. Manu Subedar • It is for that reason that you do not wish to en- 
courage storage. As a matter of fact, hitherto you have not encouraged 
storage _ but discouraged it. 

Mr. Plannay: That is true. 

Mr, Manu Subedar ; You have no sepaixtte capital account for your 
wharfage accommodation ? 

Mr. Hannay; No. 

Mr. Manu Subedar- And the charge of three pies is a uniform charge 
on all classes of goods? 
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Mr. D’ Souza; Not entirely. On the East Indian the rate is a pie, on 
the G. I. P., it is two pies and on one railway it is 4 pies. But speaking' 
broadly, three pies represents the rate on Indian railways generally. 

Mr. Manu Subedar: There are certain commodities which can hear this 
and which would therefore be inclined to accept if you do not keep an in- 
creasing scale. Have you any time limit for keeping goods? 

Mr. Hannai/ ; We keep them free for 48 hours. 

Mr. Manu Subedar ; Suppose a man wants to keep his goods for a months 
You must have some administrative limits. You must give him notice' 
and get rid of the goods if he does not clear the goods within a given time, 

Mr. D’ Souza: In the case of perishable goods, we say that if Ihev are 
not removed within 24 horns, there is the danger of their rotting, and we- 
sell them by auction. •, 

Mr. Manu Subedar: What about the other goods which are not so im- 
mediately perishable ? 

Mr. D’ Souza: We give the man about 15 days’ notice within whi ch- 
he must clear and if he does not, we are entitled to auction them. 

Mr. Manu Subedar: So that with regard to your storage business, the 
trend of your business has been more or less to discourage the storage of 
goods? 

Mr. B' Souza; We have not got the accommodation. 

Mr. Hannay: There is no demand and we have not provided accommo- 
dation. Our rules are such as to hasten the delivery of the goods in order 
to make room for others coming. 

Mr. Manu Subedar: Therefore the rate of three pies has been fixed’ 
more or less on the basis that jt will not encourage people to leave the 
goods in the godown. 

Mr. D’ Souza: Quite so. Our experience has been that at times of 
pressure, to avoid delay in the delivery of consignments, we have had to 
cut down the free period from 48 to 24, and even to 12, hours for want 
of accommodation. Wagons would be held up unless they could be un-' 
loaded promptly, and this cannot be done unless consignments already in' 
the shed are removed. ) 

Mr. Manu Subedar ; Therefore the suggestion was made that you should 
expand your warehousing business. Bo you expect that the establish- 
ment of warehouses as suggested by the Bihar and Orissa Committee- 
would increase your traffic. 

Mr. Hannay : We take it that your Committee are recommending it for 
this reason. I 

Mr. Manu Subedar: I do not know that the Committee have recom- 
mended anything yet. We are still in the consideration stage. Person- 
ally I do not know how it can increase your traffic. At present you have- 
no views as to whether it will increase the traffic? 

Mr. Hannay .- We have not. 

Mr. D’ Souza: I think we can say definitely that it will not create- 
traffic which does not already exist. 

Mr. Manu Subedar: Would you earn more freight if warehouses were- 
established? 



1147 


Mr. Hannay ; I do not know, facilities for the movement of trade might 
increase traffic. 

Mr. Manu Subedar : I was trying to get at the motive of the railways 
to spend more money in creating these warehouse facilities. One of the- 
motives would be not only to recover money on that part of the work, but 
also a little more on your general operations. 

Mr. Hannay: I should not like to say that without camming 'the 
question. 

Mr. Manu Subedar: You also said that you would do what you could 
when you had the money You do not know when more money would 
be available? 

Mr. Hannay: I do not think I said that we would definitely do it if 
we had the money. I pointed out that the want of money at the moment 
was a definite handicap. 

Mr. Manu Subedar: "What I want to point out is, even if you had the 
money, would it pay you to do it? 

Mr. Hannay: It is difficult to say without examination. 

Mr. Manu Subedar: Mr. D’Souua referred to the question of the nenod 
during which the goods would be stored, not merely on behalf of the 
consignee, but the buyer also might want to leave the goods until he 
found his customer _ who is also an intermediary. You -would have some 
difficulty therefore in estimating the actual storage accommodation to be 
provided at each place if the process of storage was extended right up to- 
the final purchaser removing the goods. 

Mr. Hannay: Yes. 

Mr. Manu Subedar: You would have more bills to be made out in that 
case, more accounts and more audit work; and if for want of room at. 
some place near the goods-shed you had to remove the warehouse to a 
distant place, the administrative charges will have to be increased. 

Mr. Hannay: Yes. 

Mr. D’ Souza: It will have to be a separate department to make it pay. 

Mr. Manu Subedar. You would therefore not be in a position to say 
anything until you have made calculations as suggested by the V : ce-Chair- 
man in regard to the particular place, the accommodation required, the 
capital outlay, the period during which the warehouses are used, the ad- 
ministrative staff, the audit staff and so on. 

Mr. Hannay: That is so. 

Dr. Hyder: You were asked several questions about the coses of hand- 
ling the goods, plus storage charges, plus insurance charges. Do you 
agree that if an organisation as suggested is created the ultimate costs- 
would gc down considerably? ’ 

Mr. Hannay: Yes, to the merchant. 

Dr. Hyder: Therefore the merchant would be able to pay you more by- 
way of charges? 

Mr. Hannay: Yes. 

Dr. Hyder: You sa>d that you have got to pay very high prices for lana 
at some of the more important stations for the creation of the warehouses- 
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liow I wish to ask you whether it has occurred to you, as a member of 
the Central Eailway Board, how people in other countries, where the coat 
of land is more, have solved this problem? 

Mr. Hannaij: No. 

Dr. Hyder: The point is that they do not plan these warehouses at 
congested centres. I have seen that the Eailway warehouse at Marseilles 
is about 3 or 4 miles away from the railway station, far from the con- 
gested areas and there is ample accommodation for the storage of goods 
there and the whole scheme is working very satisfactorily. Coming to 
the point under discussion, I suggest you can also do likewise. Can't you? 

Mr. Hannay: That is a possibility. 

Dr. Hyder: Now as regards insurance, if you undertook the insurance 
with a reputable Insurance Company and pay a lump sum monthly or 
annually instead of effecting insurance in detail you would be able to effect 
very good economy. Is that not so? 

Mr. Hannay: I am no expert or insurance. Mr. Khaitan has said that 
it would be a cheaper method of insurance. 

Dr. Hyder: Then with l'egard to the question of theft, etc., is that a 
big point? Have you not at present a system of watch and ward to look 
after the goods-sheds in the stations. Is not that system working effi- 
ciently ? 

Mr. Hannay: There has been a great improvement in recent years. 

Dr. Ryder: The space in the goods-sheds is always occupied even at 
present when the goods remain there not more than 48 hours and a chow- 
kidar or somebody is always there to look after the same. That being so 
do you not take the risk at present? 

Mr. Hannay; Much depends on circumstances and on the fact whether 
goods are covered by risk notes. 

Dr. Hyder • All the same somebody looks after them and they arc under 
lock and key? ' 

Mr. Hannay; That is so. 

Dr. Hyder: Bulky things like coal and timber, you could not keep in 
your warehouse? 

Mr. Hannay : No. Such traffic is dealt with at depots near sidings which 
are leased out by us to the merchants. 

Dr. Hyder; Therefore practically speaking you will have to confine your 
warehouse activities to agricultural and commercial produce? 

Mr. D’Sovza: Yes, we can deal with anything which is well packed, 
like bags, boxes or bundles. } 

Dr. Hyder: Does it occur to you that by incurring some expenditure 
on the extension and improvement of existing goods-sheds there is room 
for changing them into good warehouses? 

Mr. Hannay : The existing goods-sheds have not enough space available 
for making them pueca warehouses, normally speaking. 

Chairman : Is it not possible for you to provide larger storage accommo- 
dation within that area? 

Mr. Hannay; Possibly by providing two or three storied buildings in 
some big centres, as we have now in certain places. 
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Mr. Mavu Svbedar ; Mr. D Souza, may I ask what • percentage of the- 
total freight income is the income from wharfages ? 

Mr. D' Souza: We do not keep particulars separately. 

.Mr. Manu Subcdar ; What is your general impression from your exami- 
.nation of railway accounts? Do you regard wharage as an important 
item of income? 

Mr. D’ Souza: No, it is very negligible. It is not an appreciable item 
at all. 

Mr. Hunnay : As a matter of fact we sometimes write off a good deal 
of wharfage charges. 

Chairman : Why do you write it off? 

Mr. liannay : W r ken there is not much congestion, each case is dealt 
with on its merits, although as a rule such concessions are not made. 

Mr. Manu Subedar: It will not be open for any one to argue that the 
If ail way will try to improve their income from wharfage charges? 

'Mr. Hannay ; That is the correct position. 

Mr. Jadunath Roy. By the establishment of warehouses do you not 
ihink that the business of the railway will be increased? For example in 
the jute districts of Bengal and Assam there could be better and healthy 
competition with the steamer service. 

Mr. Hannay : Yes, there is just a possibility of some increase in the 
traffic. ; 

Mr. Khaitan : At the present moment from the jute districts much of 
the jute comes by steamer and if the steamer companies do not allow this 
warehousing facility, but the railways give it, do you not think that the 
traffic would be diverted from the steamer to the railways and thus the- 
lafcter would get larger traffic than they now get? 

Mr. Hannay: I personally think the steamer companies would give 
equal facilities. 

Lola Harkishen Lai: I shall have to put one or two questions with a 
little introduction. It has been brought to our notice that the agricultur- 
ist does not find a market for his goods at the right time and at the right 
price and some means have to be adopted to help the agriculturist. He 
or his representative wants that there should be, in certain select places, 
accommodation for warehousing his goods which should be 
certified to be the right quality of produce. He would be able to raise 
money from bankg on this certificate as the banks would be sure that the 
goods are in a third party’s possession and that the third parties are res- 
pectable and responsible, also that the goods ave of a certain description 
so that the value of the goods may be ascertained easily from the market. 
Difficulties have been raised that perhaps such respectable persons would 
not be available everywhere. It has also been pointed out that a certificate 
given by a company miaht not be acceptable in the market or by the 
banks. Incidentally it hag been suggested that perhaps the railways who 
have eventually to handle these goods might be the best means of pro- 
viding these two facilities, namely warehousing and grading, so that the 
certificate of the railway ma-v-be a good document in the hands of the 
agriculturist or storer of goods and he may be able to raise money on that. 
I have put .the question in a way different from that in which the others 
asked it. The reference about Faridkote was made at my suggestion. 


4 * 
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At Paridkote near the railway station I noticed from a long tame a granary. 

I did not know whether that granary was working or not. The Govern- 
ment themselves had an elevator fixed at Lyallpur, it was tried for some 
time, but for certain reasons it has not come up to expectations so far 
-as the agriculturist is concerned. I suggested that we should make en- 
quiries into the Paridkote granary ( for if it was by any chance a success, 
it would be a guidance for the Committee. Unfortunately it has not been 
worked. Would you kindly say whether the railway could give any assist- 
ance to the agriculturist in the way of storing his produce? It may be 
jute in Bengal and Bihar, cotton in other places, rice in Southern India, 
■wheat, gram or barley in the Punjab and so on. Do you see your way to 
assist the agriculturist in this way? 

Mr. D’ Souza; It is a new problem. 

Lala Harkishen Lai: I understood that one part of our enquiry with 
regard to warehousing related to agricultural produce and one advantage 
of it, as I have shown, is to enable the agriculturist to raise money. The 
other advantage would be both to the railway and to the agriculturist or 
the merchant. If he has his goods in his village, only the merchants that 
<want the goods might go t-o the village, but if the goods are brought to a 
point, say at Lyallpur, which is not very far from his village, he can com- 
mand at times the Karachi market or the markets on the road to Karachi; 
at other times, as it happens in tho Punjab, wheat may be going to the 
United Provinces and Bengal in times of of scarcity; thirdly, it might be 
going to Rawalpindi and Peshawar, so that by bringing the wheat to a ■ 
point like Lyallpur he has three routes open. but in his own village he 
has only one route open ; also being in Lyallpur near the banks he might 
able t-o raise money from them or from the merchants on the certificate of 
the Railway warehousing department. 

Mr. D’ Souza: We have discussed warehousing so long. We have now 
come to grading. 

Chairman: I mentioned grading also. 

Mr. Hanna ij; Is it the idea that grading should also be part of the 
responsibility of the railways? 

Chairman: It may become that later. 

Lala Harkishen Lai: As an experiment it is part of that scheme. Later 
on, if the experiment- succeeds, it might be done by separate companies or 
railways. 

Chairman : We contemplate that in areas where the grading of the pi’o- 
-duce has to be done, trained and certified graders should be made avail- 
able and these certified graders should be employed by warehouses. Have 
the railways anything to say in regard to this matter? I understood you 
to say that you would not object to it. 

Mr. Hannay ; I never realised that we should have to find the graders. 

Chairman: That is not an insuperable difficulty. When you started ^ 
railways a century ago, there was nobody who knew anything about plate- 
laying, and the fact that the railways do not employ any graders cannot - 
constitute an insuperable difficulty, 

Mr. Hannay; That is true, but who would the graders be? 

Lala Harkishen- Lai: It is not onlv grading. Handling, supervision, 
weighing in and out, storage, taking care against weevils, against wastage, 
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' what the warehousing man' has got to do, etc. How far can you really 
•assist the agriculturist who. is really the mainstay of the railways and of 
•'the Government and of the population? 

Mr. Hanna\j : At larger stationsdt would not be so difficult to get a man 
who would be qualified as a grader. But if this were to extend all over 
'the country, e.g., to roadside stations, I do not know how we can arrange 
for men to do the grading who would be trusted by the merchant. 

Chairman: So far, Lalajee does not contemplate extension to roadside 
stations. It is an experiment to be tried at certain select places. We 
were told some days ago when we' were discussing the jute problem, that 
•in Eastern Bengal you could get graders without any difficulty 
Mr. Khaitan, who has personal experience > gave us the idea that it would 
.not be difficult to get hold of graders in regard to jute. 

Mr. Khaitan: Yes, and they get only Bs. 40 or 50 a month. 

Mr. Hanna]/; Who would they grade for? 

Mr. Khaitan: For the buyers. 

Mr. D’ Souza; Warehousing certificates will have to show the grading. 

Mr. Khaitan: The railway company may employ its own graders; 
-otherwise some other arrangement may have to be done for grading. 
There may be many classes of goods in which no grading would be requir- 
-ed, e.g., piece-goods from Bombay to Ly allpur or from Karachi to Lyall- 
pore. 

Mr. D’ Souza; It is certainly required for agricultural products such as 
'grain, cotton and jute. 

Mr. Khaitan: The point is whether the railways could undertake it at 
•certain select stations; otherwise, the warehousing can be done, so far as 
the railway is concerned, without grading, and if grading is required, 
other arrangements could be made in conjunction with railways. There 
nre many alternatives. 

Lala Harhishen Lai: I might explain that my question relates only to 
^experimenting, not the undertak’ng of it on a huge scale at present. For 
.example, a few places in the Punjab for wheat, gram, etc., two or three 
places in Berar in regard to cotton one or two places 

with regard to jute in Bengal and Bihar might be 

•selected, and if the experiment succeeds, it may be worth while for 
•the railways to extend it to other places or it may be worth while for Gov- 
ernment to transfer it to some other people, or it may be worth while for 
the merchants to come in. That is another matter. Could this experi- 
ment be undertaken in right earnest by the railway and if so on what 

terms? 

Mr. D’ Souza: We have our experience of large mandis in the Punjab 
■colonies which provide storage accommodation on an enormous scale for 
-agricultural, produce. 

Chairman; At railway stations? 

Mr. I)’ Souza: Yes. within a 100 yards of the railway stations them- 
.selves. The extent of accommodation, provided is .very extensive. 

Lain Harhishen Lai: But there are' difficulties in the present system. 
One is that it is' only from one party that the agriculturist or the mer- 
chant can raise the money, and that is either from' the bank or from a 
•merchant. The loan that is given has to be liquidated with interest to 
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the party which first stores the goods. The goods do not change hands 
at present and if they are to be sent to other parts of the country it has- 
to be done on the responsibility of the merchant himself at present. Ifc 
is to avoid handling of that description which works against the monetary 
interests of the agriculturists and the idea that certain charges and cer- 
tain malpractices in the way should be avoided that this scheme is pro- 
pounded, and that is whether the svstem which prevails in Canada and 
other countries cannot be introduced here. That is the idea which has 
been running through our minds in this investigation. 

Mr. D’ Souza: Even in the experimental' stage Tt means enormous accom- 
modation and cost. 

Lala Harkisheyi Lai: May I ask one question. How many cubic feet 
a maund of wheat really occupies? My own impression is tnat it will 
not occupy an enormous space, because after all what we have to con- 
sider is what accommodation is likely to be required for the first few 
years. Wo shall assume that space for about 2 lakhs maunds of wheat (maxi- 
mum) will be required in the first few years to be stored at, say Lyallpur 
and the size of the wai’chouse that will be required will not be bigger than 
the Lyallpur elevator. It provides a larger accommodation than required 
for 2 lakhs maunds of wheat. If you work that out you will know what 
accommodation will be required. Incidentally I might suggest that you 
might try your experiments at Lyallpur and Faridkote because the re- 
quired buildings are already there with the required accommodation and 
the elevator. 

Mr. Hannay: We shall examine the possibility. 

Lala Ilarkishen Lai: Outside the scope of the railway, so far as the 
Lyallpur elevator is concerned it has not succeeded so far, but things 
might improve when the railway handles the task. 

Mr. Lamond: You said that in certain cases you remit the wharfage 
charges. 

Mr. Hannay: Ilemission is not made as a general rule. Each case is 
disposed of on its own merits. If the merchant adduces good reasons why 
he Tyas not able to take delivery of the goods in time, such applications 
are considered and only in exceptional circumstances are remissions made. 

Mr. Lamond: If seems to me if there is no congestion you would 
encourage parties to keep their goods for periods longer than 48 hours to 
save their storage charges. It has been brought out from the reports .of 
the Provincial Banking Committees where there is no congestion, still 
the railways used to insist on realising the penalties. Would it not be 
possible to waive the penalties under such circumstances? 

Mr. Hannay • That is a possibility in certain seasons at certain places. 

Mr. Rushforth: You made mention of the inadequacy of accommoda- 
tion for the creation of the warehouses which I was not quite able to 
follow. 

Mr. Hannay: What I meant was that the existing covered and locked 
accommodation even at present is sometimes found inadequate to cope 
with the traffic. 

Mr. Rushforth : What extent does the annual capital outlay on the 
construction of godowns and warehouses form of your annual expenditure? 
My idea is: if it is a progressive expenditure would it' not be possible 
to consider developments on the lines suggested now? 
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Mi. Hanna ij : We have not got the capital expenditure on goods sheds 
and goods godowns separately. 

, Mr. Rushforth: Is it a big item norm all} ? 

Mr. Hannatj * It -must be fau-ly so. AtT the present moment the whole 
expenditure is included under the station costs. We have been trying to 
find out what the terminal charges are on the Assam-Bengal Baihvay °and 
‘we found it very difficult to separate that item of expenditure. It is 
difficult to separate the cost laid out on such goods-sheds and godowns. 

Mr. Rushforth: But the increase which is necessary will be compara- 
tively a small Increase on the total amount already spent? 

Mr. Hannay ; I cannot saj 7 that. 

Mr. Rushforth: And that is because a scheme of this nature has never 
been considered before, is it? 

, Mr. Hannay; That is so. 

Lala Harhishen Lai ; I think this question was considered by a Com- 
mittee presided over by Mr. Baton, Director of Commercial Intelligence 
some 3 ears ago (possibly about 1909 and 1910). I appeared as a witness 
before that Committee and several questions were asked of me in regard 
to this matter. The Committee considered the question of the elevators* 
and I think ‘a representative of the Bailways was also on the Committee. 

Mr. Rushforth: Mr. Hannay, you must understand that we are not ask- 
ing anything very unreasonable of the railways. 

Mr. Hannay.- Wc v ill certainly consider the point. 

Mr. Rushforth: Another difficulty to which you referred to was the 
question of obtaining proper graders. One of the Provincial Committees 
have ‘made a 'set of recommendations with regard to the scheme of train- 
ing and licensing graders by Government. If that is done then you can 
straightaway appoint qualified men for the posts of graders. 

Mr. Hannay.- That is of course a possibility but then there will be still 
some difficulty with regard to the smaller stations with limited staff. 

Chairman: If it is a paying .proposition jou would not object to 
that. ■ 1 1 

Mr. Hannan ; Certainly not. 

Chairman: .Would you kindly send us that estimate which you have 
promised to supply us within a week or so? We hope that this Commit- 
tee will cease , to function on the 30th of April 1931. Therefore we will be 
glad to have the information some time next week. 

Mr. HannaiJ • It will require a good deal of investigation and it may 
not ,be possible to. send in any estimate within that period. We will have 
to study the 'local conditions make enquiries in the market and then study 
thenost of the acquisition of land and buildings and so on. 

Lala ‘Harhishen Lai: I do not think you need trouble yourself about 
‘land. ' You will have plenty of land round about your stations at least in 
the Punjab . 1 

Chairman: Even for three stations and on the assumption that the 
accommodation will be required by the agriculturist continuously for the 
whole vear, would it be impossible to furnish the information in a week? 

» J i t i 

Mr. Hannay; T should say so. 

You. Ill 3 z 
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Chairman: In a fortnight? 

Mr. D '8 ouzel; It all depends on the stations we select. If we select a 
station in Berar, one on the Eastern Bengal Bailway and one in the Punjab, 
we must write to the administrations of these three railways. We could 
do that to-day, and we have to tell them to consider the acquisition of 
land, also to assume that there would be so many thousand tons of pro- 
duce on hand every day throughout the year. We must tell them also 
what the charges for working it should be. 

Chairman: We want some sort of an intelligent estimate from you. 
we are not concerned so much with details. But if you want to give us 
the details, we have no objection. We should be glad to have the infor- 
mation in a week’s time, or at the most in a fortnight’s' tim e. If you 
cannot do so, I might as well say that we would not be able to make use 
of the information. 

Mr. Bushforth : What about making an estimate in Delhi on the spot. 
It would save correspondence. Would Delhi be a suitable centre? 

Sir Purshotamdas Thakurdas : Delhi is not less costly. 

Lala Harhishen Lai; They can select a place like Bhatinda. f I have an 
elevator there an connection with the mill, the style and capacity can be 
very easily gauged. ' It is not built on the style of Ly allpur, but on the 
business style of a flour mill. • , 

Chau man : You can try Bhatinda and if you write to Lahore to-day, 
you should be able to get an estimate in three or four days. It may be 
more difficult to get it from Eastern Bengal. You can drop Eastern 
Bengal and substitute for it, say, Chandausi or Hapur which are closer 
to Delhi. 

Mr. Hannny: In any case we should have to make a reference, to 
Calcutta. 

Chairman : Will you please do your best and give us some information 
within the next ten days? 

Mr. Hannay: Certainly. 

Sir Purshotamdas Thakurdas : In view of the hesitation with which Mr. 
Hannay seems to look at the question, I wonder whether he could indi- 
cate to us the idea of the Bailway Board regarding allowing private en- 
terprise to put up these go-downs close to the railway stations and give 
them a lease of land. If private enterprise were to run the whole thing, 
what terms should we offer ? I know many among the commercial com- 
munity who would put up the money and build the godowns, and some- 
body would run them. 

Lala Harkishm Lai: The question of gerading would be there. 

Sir Purshotamdas Thakurdas; They will arrange the grading. Person- 
ally I do not think they need worry much about the grading. The _ im- 
portant thing is to have the godowns in close proximity to the stations. 
The grading and all the paraphernalia will come later on. Could you let 
us have the Bailway Board’s views whether they would welcome this-sug- 
gestion and what their ideas are? This question will be a live question 
only after our report is issued. Could you let us have a rough note on 
this? . i 

Mr. Hannay: We can do that certainly. 

Mr. Chairman : We are much obliged to you, Mr, Hannay and Mr. 
JY Souza. 
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